3: meg т Уо OL 325 — SF 42514 oe 


E CAMBODIA ON gum 
E 3 he CALIFORNIAS PROPERTY E Ti 


rconon SAILORS SUM 
































Li All The Best Airlines We Check Our Passengers On Board. 


KP 3141 





For further information call Australia: UPS/Rohlig Express • Tel 663-0774 Bombay: UPS/Elbee+ Tel. 22-6124449 Brunei layapuri (B) Sdn. Bhd * Tel (673-2) 42401 
43689 China, People's Republic of: LIPS-Sinotrans * Tel. (86-1) 482-278/(86-21) 213-862 Hong Kong: UPS Parcel Delivery Service LTD * Tel (852) 3 7353535 
Indonesia: UPS/PT Global‘ Tel (62-21) 380-3267 Japan: UPS. Yamato Express Service Co., Ltd * Tel Ichikawa (0473) 27-6121 Korea: LIPS Korea Airfreight LTD: Tel 














Ox By One 


m just one step in the electronic tracking of your international 


express shipment, when you send it LIPS 
Recognizing that your delivery is as vital to our business as it is to yours 
A point of view which happens to have made us the worlds largest package delivery cı ympany 
And, often, the most economical 
The UPS international network now offers express delivery of parcels and 
documents to over 175 countries and territories worldwide 
But we never forget how we will maintain your trust. One delivery at a time 
By our people taking personal responsibility 


On the ground. In the air Every step of the way 


ER 


Unıted Parcel Service 


As sure as taking it there yourself 





82-2) 693-4419 Macau: United Parcel Service * Tel. 3-7353535 Malaysia: United Parcel Service (M) SDN BHD- Tel (60-3) 255-2566 New Zealand: UP 
Transport* Tel (64-9) 275-3060 Papua New Guinea: RLC Air ( argo* Tel. (67-5) 25-1511 Philippines: Delbros Inc * Tel. (632) 8321565-69 Singapore 
service Singapore PTE LTD * Tel (65) 542-5151 Taiwan: UPS International Inc /Taiwan Branch Tel (88 62) 597-5998 Thailand: UPS Parcel Delive 

"el (662) 511-4881, 511-2190, 513-4614 


® Trademark and service mark of United Parcel Service of America, Inc. of USA 


FOR A MOMENT, WHAT BEGAN AS SIMPLY A RITUAL 
BECAME SOMETHING VERY RARE AND REAL SOMETHING TO HOLD 
ONTO FOREVER. OMEGA. FOR ALL YOUR SIGNIFICANT MOMENTS 





ICANT MOMENTS 
HE SPACE PROGRAM 
N SIGNIFICANT LIVES LIKE YOURS 


THE OMEGA CONSTELLATION. FOR YOU BOTH 


() 
OMEGA 








Cambodia on the cusp 
The threat to Brady's debt plan 
г Plug in to high-definition telly 
~ Welcome Namibia 
Arms control: The peace non-dividend 
When foreigners shop for shops 


WORLD POLITICS AND CURRENT AFFAIRS 


ASIA 
.31. Khmers Rouges make gains in Cambodia 
32 Russia's Asian ambitions 
i... 32. Japan chides smokers, politely 
ATA bit of a beef in Kobe 
~~ SQ. Gandhi's growing election worries 
38 China and America try to be friendly 
` 40 Bhutto survives 


AMERICAN SURVEY 
.43 A floating not-a-summit 
43. Russia wants advice, not money 
44 Pan Am and the Lockerbie bomb 
44 Tax and budget tactics 
49 The case for cutting capital-gains tax 
‘Fishing in the Bering sea 
50 Ted Turner's ten commandments 


` 50 Alternative farming pays 
3:52. New York's school boards misbehave 


m INTERNATION AL 

53 Nicaragua erupts 

.94. Canada joins the hemisphere 
54. Pinochet's valediction 
55 A hiccough in Namibia 
56 South Africa's other blacks 
56 Israel's spat with America 

58 The Lebanese in Africa 


EUROPE 
59: Third term for Gonzalez 
60 Arguments over economic and monetary union 
60. Tricky details on EMU 
Russians rush abroad 
The rush out of the Komsomol 
2.62 Cracks in the Warsaw pact 
“63. Why Czechoslovakia i isn’t reforming 
‚63 Yugoslavia’s hyperinflation 
` 64: Hungary's countdown to democracy 
64 Holland’s new government 
4 EC aid to the third world 


s BRITAIN 

69 This week 
„11 The Lawson crisis, and the legacy 
TL The mist's awkward deadline 
12: How Peel split the Tories 
12- What Mr Lawson told the House 
15 The Treasury response to Delors 
75: British Rail stumped over the fast link 
16 Productivity in-Northern Ireland 
16 Keeping cancerous bracken out of water 
The Tory e 


Volume 313 Number 7627 


BUSINESS, FINANCE AND SCIENCE 


RUSSIA’S GREENS 
25 The poisoned giant wakes up 


79 BUSINESS THIS WEEK 


BUSINESS 
81 The elusive euro-consumer 
82 Cut-price Dallas 
82: Jaguar's new owner 
83 Economics focus: Exchange-rate policy 
84 West Germany's small companies unite 
89 Matuschka, West Germany's financial rebel 
90 Breaking up NTT 
90: Swatch telephones 
92. SmithKline Beecham's grand plan 


FINANCE : 

95. British local authorities’ swap fiasco 

96 France's Thomson sells its finance firm 
101 Market focus: Swaps invade Europe 
102. Europe’s exchange controls 
102. Malaysia's and Singapore’s stockmarkets untie 
103. Bankers battle for global custody 
103 California's coming property crash 
104 Who pays for San Francisco’s earthquake 


SCIENCE AND TECHNOLOGY 
105. The js and xs of computer algebra 
106. Towards a vaccine for multiple sclerosis 
106 Car-tellies 
108 How man kept his brain big 


ECONOMIC AND FINANCIAL INDIC ATORS 


127 Output, jobs, prices, commodities, зое! in- 
terest rates, trade, currencies, plus a closer look 
at average incomes and terms of trade 


BOOKS AND ARTS 
113 Britain's boom in political biographies 
114: An American farmer's lot 
114 Arab and Jew regard each other 
115. In search of El Cid 
115 Sir Michael Tippett in Terror City 
115 Architects strike back 
116 The 1960s in photographs 


LETTERS 

6 On the third world's burden, the Guildford four, 
Euro-federalism, cate, rights, American 
of- budget costs, le, Maronites and 
Lebanon, Druc er es alue freedom, green ac- 











| So much to do 

| Margaret Thatcher iss 
| best hope for That 

| notfor much lor 


How Europe can 


| and Mr Lawson, 

| thoughts on theanrhi 
| page 77. The economii 
| | EMS, page 83. 


| Cambodia's cusp 


| The West should keep trying tc 
| save Cambodia from both the 


Khmers Rouges and Hun Sen, ` 
page 14. How Pol Pot's men 
advance, page 31; 


California's slump 
The Golden State's property 
boom fades, page 103. Is 
earthquake insurers escape 

| lightly, page 104. 


| Sailors’ summit 
| Hearty cheer, 


ittle substance; 
page 43. What Russia doesn't 
want, same page. 


| Russia's greens 
| They're multiplying, and they 


ought to, pages 25-28. 


| Clever computers 


How computers Bit ies ning. Кош 


| sums to.algebr 
| still have ro learn, page 1C 





























































R—Development is too de- 
anding and too complex for 
"miracles to happen" just be- 
ause obstacles are removed 
‘our survey of the third world, 
ptember 23rd). Changes in 
nomic structure and active 
nment assistance in devel- 
‘countries are needed as 
is openness to trade. It is 
ro stress the human and an- 
cal urgency of improving 
r understanding of develop- 
t; but this will not be ad- 
nced by oversimplification 
óver-confidence. 
lt is exceptional for develop- 
g countries’ exports to rise 
er than. those of industrial 
untries. What is needed is to 
lyse how to achieve such 
eptions. 
No one would deny that suc- 
ful trade and successful 
dustrialisation are closely asso- 
iated, and that both are linked 
good government policies. 
jut, as your survey makes clear, 
e central problem in develop- 
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ment is to secure the structural 
and behavioural changes that 
permit individuals and countries 
to respond to new opportuni- 
ties. Changes in prices are only 
one example. Trade will offer 
such opportunities, as well as the 
immediate but one-off gains in 
efficiency you describe. Its ef- 
fects on behaviour and indus- 
trial efficiency are more uncer- 
tain, Industry will increase the 
range of choices, reallocate re- 
sources, and permit new special- 
isation. The centuries-old associ- 
ation between industrialisation 
and development strongly sug- 
gests that it does improve efh- 
ciency. The NICs were countries 
which already had industrialised 
in a period of import substitu- 
tion. Governments can remove 
structural and above all infra- 
structural obstacles, and provide 
encouragement. 

It would be professionally sat- 
isfying, particularly to the 
"development academics" you 
denigrate, if we could offer a sím- 
ple pattern to follow. But all 
these requirements for develop- 
ment take time to work. Their 
contributions to the process of 
development are imperfectly un- 
derstood. They may also be pre- 
vented from operating properly, 
by more urgent, often non-eco- 
nomic domestic problems or by 
the state of the world economy. 
It is right to stress the impor- 
tance of risk in entrepreneur- 
ship, but this can be too high. 
External conditions have cut re- 
turns (for example, through pro- 
tected markets) and increased 
costs (less lending or investment, 
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‘at higher interest rates). For 


some countries, particularly at 
different times, development in 
the sense of rapid transforma- 
tion on the Nic model may be 
impossible. 
SHEILA PAGE 
Overseas Development 
Institute 


London 


Sirn—You begin with the ob- 
servation that developing coun- 
tries are no longer “а broadly 
homogeneous group”. Never- 
theless, you conclude that one 
set of policies (outward orienta- 
tion, market pricing, less govern- 
ment) is right for the whole lot. 
This amounts to a vast over-sim- 
plification of development eco- 
nomics which has surely ren- 
dered a disservice to your 
sophisticated readership. 

The empirical basis of your ar- 
gument consists of three well- 
known World Bank studies 
which test relations between GDP 
growth and "trade orientation", 
"price distortions", and real in- 
terest rates, respectively. You 
treat these as gospel. Many econ- 
omists do not. 

The “‘trade orientation" and 
"price distortion” studies both 
attempt to construct simple mea- 
sures of rather complex phe- 
nomena by combining several 
variables into one composite in- 
dex. Moreover, the small sample 
sizes involved (41, 31 and 33 out 
of a possible 134, according to 
you) cast further doubt on the 
studies. 

The point is not that protec- 
tion, prices and interest rates do 
not matter, but that they matter 
in different ways depending on 
the specific conditions prevail- 
ing in each country. To miss this 
elementary point is to substitute 
ideological platitudes for rigor- 
ous economic analysis. 
Cambridge JONATHAN Pincus 


Sig — "The worst type of self-rule 
is still to be preferred to the most 
benevolent of rules by foreign- 
ers," my school head used to tell 
us some 40 years ago. Then, 
none of us had the experience or 
the courage to ask: "What if the 
consequences of bad self-rule are 
unmanageable social chaos?” 
Our history of social and eco- 
nomic order starts with the be- 
ginning of colonisation, and 
ends with the departure of the 
colonisers. Yet there is still a lot 
to be said for that most conve- 
nient excuse: "África lacks an 






entrepreneurial | 
What you call entrepreneurship 
in most developing countries, 
and especially in Africa, is noth-: 

ing more than the primitive ine — *i 
stinct to survive. 








Ikeja, 
Nigeria SOBA ADEFAJO 
a 
The Guildford four 
Sirn—Your reporting of the | 


quashing of ће convictions of 
the Guildford four (October 
21st) does you little credit. In 
fact, it smacks of bigotry. There 
is little of greatness in a judicial 
system that finds four vulnerable 
people guilty on the fabricated 
and well-rehearsed evidence of a 
police force determined to ob-  ;* 
tain a conviction at any cost аг 
which refused to overturn tl 
convictions on appeal. What evi- 
dence of greatness was shown by 
Lord Lane, who did not utter a 
single word of regret when an- 
nouncing the appeal court's ver- 
dict? Perhaps you would like to 
let your readers have some proof 
of the. greatness of Lords 
Donaldson and Roskill, who al- 
lowed themselves to be duped by 
policemen well-versed in pander- 
ing to the prejudices of judges? 
One is left with the impres- 
sion that, for you, justice is 
something to which only the af- 
fluent have a right. It would cer- 
tainly appear that if an accused 
has the ill-grace to be Irish he 
should not expect justice in Brit- 
ish courts. 











Kiltoom, 
Ireland P.G.N. LEONARD 
Euro-federalism 


Si—In your article on the 
Bruges speech by Mr Jacques 
Delors (October 21st) you repeat 
Mrs Thatcher’s claim that his 
federalist aims are to create a Eu- 
ropean super-state. This misrep- 
resents. federalism as being 
equivalent to the centralisation 
of power at federal level. On the 
contrary, European. federalism, 
defined by the so-called princi- 
ple of subsidiarity, would limit 
powers at federal level to those 
which; by common consent of 
member-states, cannot Бе effec- 
tively. fulfilled by national gov- 
ernments acting independently. 
Subsidiarity; furthermore, re- 
quires that, wherever possible, 
national powers should Бе 
decentralised: and devolved 
closer to the citizen, the regions 
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GRASSICK WALKER SOLICITORS 
E SOLICITORS — CORPORATE FINANCE 
` Up to £140,000 per annum plus very substantial benefits 


- This is a new Firm established earlier this year operating out of a five floor self-contained Georgian building 
overlooking Charterhouse Square. 
The Firm is aggressive, pro-active, creative, innovative, ambitious and intensely professional. - 

‘The Firm already employs accountants as well as solicitors and is positioning itself to become an MDP when 
appropriate. If you are the right person you will be youngish and hungry with ambitions compatible with the drive 
and direction of the Firm. 

You will be highly-skilled іп all of the following areas: 


* Mergers & Acquisitions and Divestitures 

* Corporate Restructurings and Refinancings 

x Banking and Finance 

x Management Buy-Outs and Buy-Ins 

* Public Offerings and Rights issues 
You will not only have an exceptionally high income as one of your goals (salaries and bonuses are reviewed half 
yearly); you will be even more interested in helping to develop a specialist practice where the level of commitment - 
is almost above and beyond the call of duty. Naturally you will have a current Practising Certificate, valid in 
England. 
The continued outstanding success of each of our clients will be a powerful element of the satisfaction and reward 
from the work. 





Please write to: 
. Ref: CFD, Grassick Walker Solicitors, Grassick Walker House, Charterhouse Square, London EC1M 6 


DAIRY RESEARCH COUNCIL 
EXECUTIVE DIRECTOR 


MAJOR AUSTRALIAN RESEARCH CHALLENGE 


The Dairy Research Council (DRC) co-ordinates the Australian dairy industry's R&D programme with the aim of increasing productivity in the 
»:dairy industry and raising returns to dairy farmers and manufacturers. | 
Most of the Council's R&D is undertaken in collaboration with government research institutions, commercial companies, universities and .. 
other research.organisations. Close interaction and co-operation with these institutions is central to the DRC's operations. The. Executive 
Director must be able to negotiate with and motivate researchers in this co-operative environment. 
^: DRC projects span a range of diverse disciplines including agronomy, animal nutrition, microbiology, biochemistry, immunology, genetic 
"engineering, veterinary science, whole farm management, dairy technology, economics, marketing and human nutrition. DRC has àn arifual 
expenditure budget of $7 million which will increase progressively over the next three years to $15 million. 
The person sought should have a successful record in managing R&D, and in providing corporate direction and eneral management, The 
candidate should demonstrate an sod to relate to and communicate with dairy farmers, negotiate with dairy industry and researchers and 
possess a highly developed analytical ability, as well as commercial judgement. 
The position reports to the Chairman of the DRC and initially will be for a term of up to five years to be extended by mutual consent. 
attractive remuneration package and excellent career prospects will appeal to the right candidate. 
omplete confidentiality is assured, Initial enquiries may be directed to the Executive Officer, Mr ©. Cassar, telephone 01-805 3789 Unt +61 
, Fax 01-885.5885 (int +61 3), Telex AA 30503. 
ns should be submitted by 15 December 1989 to E 2 
xter, Chairman, Dairy Research Council, PO Box 5000, Glen Iris, Victoria, 3146, Australia. 














ad local communities. That is 
why the application of federal 
'rinciples to the proposed Euro- 
n Union is actually a means 
trengthening and not weak- 
ening national, regional and lo- 
l.autonomies and cultural 
- identities. 
Mr Delors is also quite right to 
Stress the greater urgency in 
achieving a European Union in 
the light of the dramatic changes 
the East. If a reunited Ger- 
Many is not to emerge once 
again as the dominant indepen- 
dent economic and political 
power in Europe, then surely the 
ase for an economic and politi- 
‘cal union of the European Com- 
iunity as a whole is immeasur- 
ly strengthened. 
ondon Ernest WISTRICH 





Shareholders’ rights 


R—I am sure 1 am not the only 
lignant accountant to point 
to you that auditors are ap- 
ted by shareholders (Let- 
October 21st). 

loreover, shareholders will 
relieved to know that "out- 
¢ supervisory bodies" do not 
ve the power to spend their 
fits on "extra business" for 
ditors: 

- Company law, for all its eccen- 
icities, does at least recognise 
owners’ (ie, the sharehold- 
¿right to control their 
panies. 






JOHN THYNNE 










f am writing to correct sev- 
misstatements concerning 
зе Pension Benefit Guaranty 
orporation (October 7th). The 
BGC underwrites the pension 
romises of only defined-benefit 
lans, which comprise less than 
lf of the "$1.6 trillion of pen- 
on-funded assets" you cite. We 
‘imate all promised benefits in 
ans that we insure to be about 
650 billion, with corresponding 
sets to. be about $800 billion. 
ost defined-benefit plans are 
nded relative to promised 
:efits-—typically on the order 
14096. Not all defined-benefit 
ans are fully funded, however, 
ind. it is this underfunding 
which constitutes our primary 
exposure. We currently estimate 
Such exposure to be not more 
than $30 billion. 
. The agency's net-worth defi- 
t, which reflects distressed 
8 













companies underfunded pen- 
sion plans that we have taken 
over, is approximately $1.5 bil- 
lion. This deficit represents fu- 
ture pension payments to be 
funded from investment income 
and corporate premium pay- 
ments, but not from the Trea- 
sury. The audit concerns of the 
General Accounting Office re- 
late to the time lag between 
when we take over a plan and 
when we can calculate each indi- 
vidual's exact pension entitle- 
ment, not to any inadequacy in 
our accounting system. 
I hope this sheds light on what 
you call a murky body. 
James B. LOCKHART 
Washington, Pension Benefit 
DC Guaranty Corporation 
а 





Воаї реоріе 


Sirn—For more than ten years 
Hongkong has done its fair share 
in entertaining the Vietnamese 
boat people (October 21st). Mil- 
lions were spent on the Viet- 
namese at the expense of Hong- 
kong's own people, while other 
“civilised” countries paid only 
lip-service to solving the prob- 
lem of the boat people. 

Since when have any of the 
countries that criticise Hong- 
kong had an open-door policy 
for illegal aliens? Isn’t it true that 
the American and British gov- 
ernments send all illegal immi- 
grants back to their home coun- 
tries against their will? Tell me 
why Hongkong should have a 
different policy. 

Hongkong STEPHEN CHEUNG 
6. 





The Maronites’ influence 


Sir—You say in "Lebanon's les- 
sons” (September 30th) that 
“history” bequeathed the Maro- 
nites the cruel predicament of 
Greater Lebanon. 

In fact, the Maronites them- 
selves shaped Lebanon's dire de- 
mography. Quite simply, in 1920 
the Maronite leadership per- 
suaded France to create a Leba- 
non including not only the tradi- 
tional Maronite enclave on 
Mount Lebanon, but also Sunni 
Muslim coastal areas and Shiite 
Muslim regions in South Leba- 
non, the Akkar, and the Bekaa. 

Most of these Muslims deeply 
resented this annexation, and 
preferred to live in Muslim 
Greater Syria. The Maronites 
believed that only a Greater Leb- 
anon could be economically via- 








ble—and of course ignored stub- 
born demographic facts and 
dictates of sound statecraft. 

New York BRAD GLASSER 
— | 





Value-freedom 


Sin—Peter Drucker (October 
21st) speaks of "the western pat- 
tern of an autonomous value- 
free economy ín which economic 
rationality is the ultimate crite- 
rion". Surely Mr Drucker does 
not conceive of economic ratio- 
nality as equating to value-free- 
dom? Economic rationality, ad- 
mired by many, is itself a value. 
As to the notion of auton- 
omy—from what? Politics? 
"Malue-freedom"' is a logical im- 
possibility. What could one use 
to judge the economy as being 
value-free? A value such as “eco- 
nomic rationality”? Perhaps. 
Nottingham PAUL BEARMAN 
ж 





Green accounting 


Sin—Messrs Devarajan and Wei- 
ner (Letters, September 23rd) 
correctly point out the inade- 
quacy of your treatment of the 
subject of adjusting income for 
natural-resource depletion (Au- 
gust 26th). If natural resources 
are assets, then it is analytically 
wrong to consider the proceeds 
from their sale as value added 
and, as such, part of GDP. 

Adjusting for resource deple- 
tion must therefore alter Gop it- 
self. The World Resources Insti- 
tute study to which you refer 
makes that error and com- 
pounds it with two more, only 
one of which is recognised by 
you. Treating depletion of natu- 
ral resources (in the course of 
their exploitation) as capital 
depreciation wipes away their 
contribution to the net product 
(see below) and thus exaggerates 
the adjustment of the gross to be 
made to reach the net product. 
The other weakness of the wri 
method is the introduction into 
the income flows of the reassess- 
ment of reserves—a procedure 
which, together with price varia- 
tions, would play havoc with in- 
come accounting. 

But the approach of Messrs 
Devarajan and Weiner is not lily- 
white either. For how:can the ac- 
countant divine what the opti- 
mal rate of exploitation of coal 


(or petroleum) deposits is in or- . 
der to make the adjustment they 


advocate? A practical method 
for effecting the adjustment is 








proposed in a recent UNEP-World 
Bank ^ publication, "Environ- 
mental Accounting for Sustain- 
able Development" which raises 
a fundamental question: how 
long will the resource last atcur- 
rent exploitation rates? The ade 
justment to the contribution to ` 
GDP of the resource will depend 
on the life expectancy of the re- 
source and on the interest rate at ; 
which part of the proceeds must 
be reinvested in order to gener- 

ate perpetual income that would 
continue after the resource had © 
been exhausted. At 5% real in. = 
terest, the "true" income from a 
resource with a 50-year life ex- 
pectancy (at current extraction: 
rates) is 9296 of net sales, and of 
another that would vanish after 
five years, 2596. To say that the 
correction to GDP is of the order 
of 0.3-1% of GDP is not genera 
true. It all depends on how f... 
the resource is being depleted 
and its importance in the econ- 
omy concerned. 





















































Arlington, 
Virginia SALAH EL SERAFY 
Nuclear suppository 


Si&—Mt Chic Hecht deserves to 

play golf in the Bahamas (Sep- — 
tember lóth)asoóurambassador. © 
Nevada's former. senator once 
referred to the planned nuclear- 
waste repository near Las Vegas 

as a "nuclear suppository”. This 
more or less reflects Nevadans' 
view of the site after having been 
chosen as the state to host our 
nation's nuclear garbage dump. 

For his mistakenly insightful 
malapropism, T wish him man 
birdies in the Bahamas. i 

Reno, 
Nevada ЈОЅЕРН BoTTARO 
a 
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THE UK RETAIL 


TECHNOLOGY MARKET 


Applications, Benefits and Future 
Developments in EPoS/EFTPoS 
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Retail technology, in the form of 
Electronics at Point of Sale and 
scanning, is пож а viable operation for 
nearly ail retailers - апа with current 
sales valued at over £200 mn, а 
buoyant market for equipment suppliers. 
This new report examines the next 
phase of technological development and 
the opportunities presented for both 
suppliers and users of retail technology. 
Price including postage: UK & Europe £ 150; 
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Ls in Communication to Executive Search, the 
weekly 1 С.А. Newsletter is a unique publication crea- 
ted in 1974. 


it has worldwide readership and has listed close to 16000 
management opportunities in over 30 countries. Executi- 
ves can read the newsletter at home in full security. if 
opportunities interest them they write to us and we pass 
on inquiries to the Consultants concerned who will then 
contact suitable candidates directly. 


The "1.C.A. Executive Search Newsletter” is thus a sim- 
ple and quick way of keeping in touch with opportunities 
at home and abroad in complete confidence. 


Whether you are interested in promoting your own career 
or starting a lucrative business selling LC. A. Communica- 
tion services, we can send you upon request our free 140 
page reference issue (+/- 500 international management 
opportunities). Send letter and resumé to the attention of 
Mike Manley. 
1.C.A. Inc. 

575 Madison Avenue, New York, N.Y. 10022 - U.S.A. 
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и A. NEW YORK PARIS 


SENIOR SCIENTIST-ADMINISTRATOR 


4. The international Foundation, sponsored by the Bank of Credit and Commerce 
` NES , for the promotion of New and Emerging Sciences and Technologies 
NEST) is, for the time being, en ged in planning. and implementation of 
Certain selected projects in the Agricultural (Biotechnology). and Energy 
cularly Solar Photovoltaic Technology) sectors of the Economies of 
kistan in Asia (extending to Bangladesh) and Zambia in Africa (extending to 
Zimbabwe) under the overall charge and executive ility of the 
Secretary General who is a senior (72 years of age) internationally known 
Scientist-Administrator, operating from London/Karachi. 

2. To help the Secretary General in the running and management of the London 
office of the Foundation, as his Assistant, the services of a British national are 
required under a contract for a mutually agreed period, having the following 
qualifications: ` 

i Age 35-45 (relaxable in special cases of merit). 

) roll i A good Science degree from a reputable British or foreign 
niversity. 

Experience: At least five years experience in administration and manage- 

ment in an industrial, commercial/financial establishment. 

Gross Salary: About £25,000 per year, depending on qualifications and 

experience, 

Personality: The candidate should have a good personality and articulation 

with a sense of dedication to work with a missionary zeal and spirit for the 

iov. socio-economic development of Third World coyntries. 

, Interested candidates should apply not later than 10 November 1989 with their CVs 

3 20d references by Registered Post, marking the envelopes PN156/89 at the address 

К iow: 
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internationa! Foundation tor the Promotion of New and Emerging Sciences 
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VOLTA RIVER AUTHORITY 


A challenging opportunity for a 





The Volta River Authority is a state-owned water resource | 
development organisation in Ghana with a primary functo 
of generating, transmitting and distributing hydro-electrh 
power for domestic and industrial use and for export 
neighbouring West African countries. 


In pursuance of our computerisation programme, we 
looking for a highly competent and dynamic profession 
manage our Management Information Systems Departing 
JOB FUNCTION: 
As a member of the Management team, and reporting to the | 
Deputy Chief Executive (Corporate Planning and Fina 
the Director of Management Information Systems will. 
responsible for the provision to all units of the Authority 
— computer processing facilities; 
— application systems development and maintenance 
— computer production services; i 
— advice and support for local computers and termin 
equipment; | 
— data communication between computer facilities. 


JOB REQUIREMENTS: 


The ideal candidate will have: NET 
— a university degree in a recognised profession 
discipline; ; 

— a broad knowledge of computer systems analysis, 
design, development and operation gained through 
managing a large computer systems unit; 

— demonstrated management capability in the areas of 
achievement of planned objectives, priority setting, 
and monitoring resource allocation; 

— at least five years’ experience in a managerial capacity 
supervising professional, technical, operating and ad- 
ministrative staff. 


REMUNERATION: 


The selected candidate can look forward to considerable 
job satisfaction; a highly competitive and negotiable salary; 
a comprehensive range of fringe benefits including subsi- - 
dised furnished accommodation, project transportation, 
free- medical care, attractive superannuation plans, pay- 
ment of international travelling expenses to and from Спала. 
and generous relocation assistance. 


METHOD OF APPLICATION: 


interested applicants with the requisite qualifications and 
experience may apply, giving full details of their curricula) 
vitae together with present salaries and names and ad- 
dresses of two referees, both of whom must be profession 
ally connected with the work of the applicants, to the 
Director of Personnel, Volta River Authority, PO Box M. 
77, Accra, or c/o Paterson Simons & Co (Africa) Lid, 
Roman House, 263/269 City Road, London ЕСТУ 115, to. 
reach him not later than 25 November 1989. 
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FOR SALE BY TENDER · 2 BOND STREET · SYDNEY - WITH EXISTING DA 


The DA covers a major commercial scheme of 33,000 square metres with residential and retail E ERN SE Jl ROS 
components. TENDERS CLOSE 14TH DECEMBER 1989. Full details contact Paul Ward (02) 257 0222. 





d Thi$ is a unique development opportunity. In all of Sydney no other site can offer; an approved 
DA, tenancy pre-commitment and a location that defies description. 










Colliers International, Level 23, Qantas International Centre, international Square, Sydney Australi a ; 
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153 Daillieu 
СӘ Knight Frank 


ACROSS THE NATION - AROUND THE WORLD 


FOR SALE BY TENDER 


The best address next to 
the new Stock Exchange. 


520 Collins Street, Melbourne. 


Under instructions from A.G. Hodgson and A.M. Cornell, 
Receivers and Managers, Hersfield Developments Corporation 
Pty. Ltd. (Receivers and Managers appointed), and 520 Collins 

Street Pty. Ltd. (Receivers and Managers appointed). 
The Stock Exchange is moving west and bringing with it the 
financial heart of Melbourne. 520 Collins Street is situated 
right next door and is poised to enjoy substantial growth. 


* Net floor area 8536 sqm approx. 
© 18 level modern (1975) building 
© Good tenancy mix and parking 
* Refurbishment opportunities. 
e Strata title potential. 
Tenders close 400pm 30th November, 1989. 
Knight Frank Rutley, 20 Hanover Square, London, U.K 


Mr Robert Hannington Phone (01) 629 8171. BK na 


Melbourne (03) 602 5722 


360 COLLINS STREET, MELBOURNE 





THE SOVIET UNION 
AS A BUSINESS PARTNER 


Two seminars in Helsinki and Moscow 


January 27 - February 3, 1990 
March 24 - March 31, 1990 


Sponsored by 


Finnair 
Finnish Institute for International Trade (FINTRA) 
USSR Chamber of Commerce and Industry 


The Soviet economy offers both enormous potential and 
daunting difficulties. Glasnost and perestroika may have 
become household words, but many Americans business 
people have encountered only frustration in doing business in 
the USSR. 

The seminar will provide insights and information from 
top executives of Finnish corporations and senior officals of 
Soviet trade ministries, Topics will include structuring 
joint ventures; export and profit transfer issues; 
technology exchange; management, accounting and 
auditing of joint ventures; and how to negotiate with the 
Soviets. 

“This seminar helped me get up to 
speed on the complexities of doing 
business with the Soviets." Roger 
Sellew, Director of Business 
Development, Monsanto Company. 








For more information contact: 
US-USSR Trade Seminar 

c/o 301 East 57th Street 

3rd Floor 

New York, New York 10022 
212/715-1680 
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mean for Business? 


n Iran or Turkey. the Maghreb States. or Saudia Arabi 
| r in the world — political events impact or П 
"Monitor series from Business International gives you ten issue 
à year - an unparalleled insight not only into politica elop nt 
but also economic and business changes that must aff inv nen 


and other business decision-making 
If you are taking business decisions in the Middle East = vou nee 
this information 


IRAN 

NORTH AFRICA 

(Algeria, Morocco & Tunisia) 
MAGHREB INFORMATION 
(French-language Monitor) 

SAUDI ARABIA 

TURKEY 

Price for each annual subscription (10 issues): £595 (Europe) 
$1.130 (N. America & rest of world) 

I attach my cheque for £/US$ 

Payable to Business International Limited 





C] Please invoice 
Please charge £/US$ - to my 
C American Express f 


Account No [ L1 
Expiry date 

Signature 

[Г] Please send more information on BI publications 
Name — 

Company 

Address... 


Postcode 





Title/position 

Nature of business. - 

Daytime telephone no: — 

Please mail or fax to 

Business International Limited, 
40 Duke Street. 

London W1A IDW, UK 
Tel:01-4936711. Fàx:01-4999767 


515 
(212) 


Business 


International 


US Office: 215 Park Avenue South, New York, NY 10003, USA. Tel 





460-0600. Fax: (212) 995 8837. Hong Kong Office: 11F Mt Parker House, 
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clients who require totally — 

bjective advice, ——— | 
research free from conflict of interest, — 
in-depth international capabilities, t a 
а complete range of services, — 
and compensation based on added value 
can rely on one firm. ко 
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So much to do 


CONDE week after the drama of her chancel- 
“AS lor's resignation, Margaret Thatcher's 
government appears to have steadied itself, 
even regained a bit of bounce. Appearances 
deceive. The government's troubles do not 
come from its position in the opinion polls, 
where it trails Labour by 1096; nor even be- 
cause the economy is looking peaky. They go 
uch deeper than that, to the reasons given 
vy Mr Nigel Lawson in a speech to the House 
of Commons on October 31st. 














Thatcher had to prove two things. First, th 
inflation would not bail out companies wh 
had made lousy decisons on their costs. W 
the 1981 budget deflated in a recession 
told companies that their salvation | 
their own hands, not hers. And 
show that she would not be intimi 
reactionary trades unions, $0 
miners in the 1984-85 strik 
Those were the outstandi 
of Thatcherism, and they 








^. Until October 26th Mr Lawson had been 
Mrs Thatcher's chancellor of the exchequer for six reform- 
driven years. When he left the government, the prime minis- 
ter hoped that any statements he might make would be ano- 
dyne. Instead, he attacked on two fronts. The first went to 
governmental style. Mrs Thatcher, he implied, had taken au- 
tocracy too far. She had been prepared to see her chancellor 
‘undermined by Sir Alan Walters, her personal, unelected, 
part-time economic adviser. The second thrust concerned 
‚ policy. Early British membership of the exchange-rate mecha- 
nism (ERM) of the European monetary system, said Mr 
Lawson, was vital on both political and economic grounds. 
He scorned those (like Mrs Thatcher) who wanted member- 
ship to wait until the latest time for which a “colourable case" 
could be made. 

From any ex-minister, those would be serious charges. 
From Mr Lawson, they were devastating. In Mrs Thatcher’s 
~ ybinet he was one of the few real believers in Thatcherism. 
„iore, his beliefs were matched by his intellect. Now he is 
saying, in effect, that Thatcherism is no longer safe with Mrs 
Thatcher. Yet Britain still needs a lot more Thatcherism, and 
Mrs Thatcher is still prime minister. If Mr Lawson is right, 
therefore, Britain's economic and political future is starting 
to look as uncomfortable as that of a sick man who needs a 
surgeon but gradually realises he is in the hands of a sergeant. 


` Past essential, future dispensable 
When Mrs Thatcher came to power in 1979, Britain had lived 
through three decades of relative decline. Economic disap- 
pointments might have been tolerable. But in their wake 
came a politics of bitterness, even hatred. Intelligent men and 
women defended picket-line violence. Some of those with lit- 
tle prospect of prosperity took comfort in racism. A mandarin 
class, secure in its intellect, could speak of managing the slide, 
‘of the virtues of shabby gentility and the quiet life. In 1979 
enough people felt insulted by this state of affairs to put in 
r the one person who set her face against it. 









То show she was something more than a bag of wind, Mrs markets, to self-salvation, to accepting responsibi 














































Thatcher’s extraordinary brand of 
Yet there is still much more to do. Some of the centra 
of Thatcherism—those that favour the market over thi 
ner, competition over monopoly—have not yet been 
plied to areas where they are needed. It is only Thatche 
who say openly what many Britons know instinctively 
the National Health Service (unimitated by any other ir 
trial country) is a glorious idea, but is hopelessly hast! 
when its management does not know what anything Т 
costs; that a railway in state ownership means jourt 
squalor and frustration; that education would respond 
to competition than to the closed rule of administrators; 
a duopoly of television networks stifles choice. 

Is Mrs Thatcher the right person to do these Thatc 
things? Undeniably, the challenges now facing her ar 
vital to Britain's prosperity than those she once coped 
Arguably, they are challenges that could be met Буза pê 
with a less demonic drive. If that were the case, then М 
Lawson's first criticism—of the autocratic way she gov 
might on its own be enough to warrant a timely goodb 

The difficulty is that there are, at present, only tw 
and openly declared alternatives to Mrs Thatcher. 
offered by the Labour party; the second by Mr 
Heseltine, a Conservative who left her cabinet in 198 
have learnt many of the lessons of Thatcherism, bt 
have economic and industrial policies still fatally fi 
the corporatism that she rejected. Both. posit a go 
that has identified the "national interest": chat nu 
panies to settle here rather than there, asks banks t: 
Bloggs but not Smith, backs winners, finds cham 

The objection to corporatism in Britain need r 
any claim that it is intrinsically evil. Those who espous 
say, with some reason, that nice places like Sweden а 
have used it to prosper. The objection is more 
Corporatism is what Britain tried before Mrs That 
it failed. Until the new corporatists can show wl 
would be different in future, the Thatcherite commi 


lity 
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own actions really is the only way. 

And that, Mrs Thatcher would no doubt argue, is that. 
Unfortunately, it isn’t, because it ignores a dimension of pol- 
icy that has grown out of all recognition since she came to 

` power; that is starting, indeed, to outgrow her. It is still called 
` foreign policy, but only by those who have not noticed how 
. trade and investment and finance have changed. 

Very soon, the British public is going to realise that the 
juggling game its leaders have played with foreign policy since 
1945 is over. The ball marked “Commonwealth” has already 
dropped to the floor. The ball marked “The Special Relation- 

hip" keeps slipping from the hand. America has signalled 
that, however strong the bonds of friendship with Britain 
` may be, it regards West Germany as the most important Euro- 
pean power—which it is. That leaves the ball marked “Eu- 
rope”: and it also leaves Mr Lawson's second, and deadlier, 
“criticism of Mrs Thatcher. 


Cambodia on the cusp 


It deserves rescue from both the Khmer Rouge abyss and Hun Sen’s communism 


TS ONE of the century's worst nightmares about to be re- 
Д peated? From 1975 to 1978 Cambodia was run by а mur- 
derous tribe of communist neanderthals called the Khmers 
Rouges. They tried to return it to pre-history by abolishing 
- Cities, money, economic civilisation itself—a process that is 
thought to have killed at least Im Cambodians, as much as 
15% of the population. 
= The Vietnamese army which then invaded Cambodia and 
drove the Khmers Rouges out has, after 11 years of occupa- 
tion, largely (it says entirely) withdrawn. The Khmers Rouges 
are again on the attack, and in the past couple of weeks seem 
o have scored impressive advances against the troops of the 


Vietnamese-backed communist regime of Mr Hun Sen (see ` 


31). Many people are now saying that the only thing 

which can save Cambodia from the greater evil of the Khmers 

Rouges is for the West to reverse its decade-old policy and 

embrace the lesser evil of Hun Sen. For the sake mainly of the 

Cambodians themselves but also of the West's broader inter- 
ests in South-East Asia, this would be wrong. 


The case for a distasteful policy 
The West has been backing a three-party resistance coalition 
fighting the Vietnamese and their puppets in Phnom Penh. 
The resistance is an uneasily yoked trio. Its leader, Prince Si- 
` hanouk, is a will-o’-the-wisp—but also the only figure with 
` nationwide appeal. His small fighting force has been winning 
some battles these past weeks in Cambodia, as has that of the 
` democratic Mr Son Sann, who leads the second of the resis- 
` tance parties. The West has been supporting these two fac- 
* tions, first diplomatically and now materially (with heavier 
arms like anti-tank weapons). The third group, detested by 
the other two, is the Khmers Rouges: backed by China with 
the co-operation of Thailand (through which their supplies 
` reach them), their army is unfortunately the force that packs 
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"Britain's destiny lies in Europe" he said; but he had no 
doubt that Britain cannot bend the EC to liberal, free-market 
policies so long as it is out of the ERM. He was right. For too 
long, Mrs Thatcher's European policy has been based on the 
principle that Helmut doesn't read his briefs and François is 
an incurable romantic. When the convergence of Western 
Europe's economies was just a pipedream, that was good, 
knockabout stuff. Now it is damaging, more so every month. 

If sterling stays out of the ERM, Britain's government will 
play little part in shaping Europe's economic and industrial 
policies. Those policies will therefore turn out to be more cor- 
poratist than they might have been; yet they will affect Brit- 
ain, just as they will affect every other member of the Ec. Brit- 
ain still needs a lot of shaking up, but more and more of the 
power to shake will be in Brussels rather than London. A 
politician who resists that reality may have much to do; but 
she won't have the time to do it in. 








the resistance's real punch. 

Nobody in the West likes relying on this coalition, but it 
has been the only vehicle for trying to reach two worthwhile 
aims. The first is the counterbalancing of Russian power and 
the containment of Vietnamese aggression. With Vietnam 
now more or less out of Cambodia, and with Russia having 
made its truce with China (Vietnam's great enemy), this aim 
has been partly accomplished. What remains undone is the 
full chastisement of Vietnam. 

The Vietnamese have wreaked havoc in their part of the 
world for 40 years. They are, in the words of Singapore's 
prime minister, Mr Lee Kuan Yew, “the Prussians of South- 
East Asia"; and they will remain so. The great successes of the 
region—Singapore, Malaysia, Thailand—would now be su 
in impoverished misery if Ho Chi Minh had had his full way 
in the 1960s. For the West now to award Vietnam its own 
Cambodian dream—support for the regime it installed there 
by force—would be to store up trouble for all of South-East 
Asia in years to come. 

None of that would justify sacrificing the Cambodians. 
But to achieve the second main aim in Cambodia—giving its 
people the chance to lead their own lives—requires turning 
away not just from the Khmers Rouges but from Mr Hun Sen 
as well. He is an ex-Khmer-Rouge himself and, like his Viet- 
namese tutors and China, is keen on political and economic 
pluralism only until it starts impinging on the communist par- 
ty's authority. He cannot be trusted to run a free election on 
his own. This is why the western goal has always been to break 
the power of Mr Hun Sen and the Khmers Rouges by means 
of an interim goverment, a peacekeeping force and an inter- 
nationally supervised election. 

Is this happy outcome impossible, now the Khmers 
Rouges are on the march again? Actually, it may be easier. 
The Paris peace conference on Cambodia failed last Augus 
























Uu i 
ae them econsider. 
dei is one that will in- 
"o 
MS and 











d giving Pol Pot's men any 
eful. But outsiders’ indignation 


vtterly un- s also. 
-ever the West does—and when ddnde comes to sho 
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Flo Mexico that Mr Nicholas Brady, die American trea- 

fry secretary, has hitched most closely his eponymous 
Win to jerk Latin America off the debt-rescheduli ling dreary- 
Feo-round. To encourage the region's other big debtors, he 
" wants banks either to lend more money or—the novel bit of 
his plan—to write off a chunk of the $52 billion of medium- 
term money that Mexico owes them. The money thus saved 
in interest payments could then be spent on expanding Mexi- 
co's economy. Alas for Mr Brady, and for Mexico, the banks 
are not rushing to oblige him. 

The first deadline for the complicated Mexican debt-re- 
scheduling deal passed on October 31st. Of Mexico's 500 
creditor banks, only a handful had by then agreed to lend 
more money to Mexico. These banks hold between 796 and 
8% of Mexico's foreign debt. Originally Mexico had hoped to 
get more than twice as much in new loans. 

' This disappointment threatens the rest of the Mexican 
deal and thus Mr Brady's plan. If the plan does not work for 
Mexico, one of the few Latin American debtors that has not 
reneged on interest payments and has liberalised and opened 
up its economy, it cannot have much chance of sorting out 

cidivists like Argentina and Brazil. Argentina has now 
ed... up $4 billion in arrears to the banks; Brazil has fallen 
out (yet again) with the IMF. 












Blessed are the guarantors 
The problems with the Mexican deal are largely technical. 
The banks are being offered two sorts of debt-reduction 
bonds, one of which reduces principal, the other interest. 
Both sorts carry guarantees that their principal and at least 18 
months-worth of their interest will be paid. The money for 
these guarantees comes from the IMF, the World Bank and 
Japan, and from Mexico itself. Between them they have put 
„up $7 billion for the job. 

Faced with this novelty, bank regulators have claimed 
(probably rashly) that neither type of bond will need new pro- 
visions. Bankers, much relieved by this news, mostly plumped 
for debt reduction rather than making new loans. And, of the 

two kinds of debt-reduction on offer, they had no difficulty in 
choosing to receive lower but fixed interest rates rather than 
cut the value of their loans. 

The difficulty is that bonds which reduce the principal 
cost less, in terms of the guarantee scheme on offer, than 


n for third-world debt is at risk. The World Bank and the IMF 


money to make d 











bonds which reduce interest payments instead. If, as по 
looks likely, 10% of the banks chose to lend new money, 40% 
took principal-reduction bonds and 50% interest-reduct 
bonds, then at current interest rates the guarantees w 
short by about $500m. 

Who should provide the missing cash? The Ame 
Treasury reckons that the banks and Mexico shouid work 
between them how to repair the deal. This is wrong, 1 
banks have, albeit grudgingly, done what Mr Brady aske 
them. Most have raised their provisions against their de 
and accepted that their loans to Mexico (and by implicat 
to the rest of Latin America) will not be repaid in full 
guarantees the banks have accepted on the debt-redi 
bonds are already shaky enough. At best, the principal | 
antees are worth 20% of the value of the bonds. Thar | 





























risk. Mexico does not have the money to make up f 
fall. Its reserves are only $6 billion rad it is statim 













reducing bonds were of es qual lity sal th ir old oan 
strengthen that assurance and to make the Mexi 









antees by the tone $500m or Of 80 ti is бобы. о 
condition: that Mexico and the other debtors сі 
Brady treatment do not shirk from following growth: 
ing, deficit-reducing policies. 

Increasing the guarantees will ensure that the Mexican 
deal gets done. More, both Bank and Fund will improve che 
quality of their own loans, since they will no longer have € 
compete so strongly with the banks for repayment. And ecd 
Bank-Fund money for guarantees will encourage banks to t 
more flexible in other countries. 

Bankers, for all their tight-pursed image, are indeed | Р 
pared to be flexible. Witness the deal for Costa Rica, in wh 
the banks’ guar: ntees are proportional to the amount of d 
they forgive: te the better. Venezuela is preparit 
similar scheme. The IMF and the World Bank should Һе f 
ble as well; admit they got their sums wrong; and provide 

: ction work. 
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Technical standards аге no place for politicians to meddle 


ЕТЕ best news for those seeking a technical standard is 
that there are so many to choose from". An old joke 
leads to an older question: how best to choose? Legislators on 
both sides of the Atlantic are showing they are the worst peo- 
ple to choose as they prepare to dictate technical standards 
for high-definition television (HDTV), the coming generation 
of cinema-quality television sets. 
Politicians often claim that, in television, government-dic- 
. tated standards are better for competition than those set in 
? the market. With government standards, consumers need not 
. Worry whether the HDTV sets they buy will be able to receive 
existing television broadcasts, or just show specially recorded 
videotapes. So people will buy more sets, more quickly. A 
faster-growing market will attract more competitors and more 
product-improving competition. Everybody benefits. 
Right? Not exactly. This PR for politicians glosses over the 
hidden agenda in American and European standard-setting. 
The real aim is to thump the Japanese. 


The PC example 


The Japanese already have a perfectly good technical standard 
for HDTV. Under President Reagan, American officials rec- 
ommended its adoption for exactly the same competition- 
promoting reasons that their successors now claim in arguing 
for a national standard. It was hard lobbying by the American 
. electronics industry that changed the American line. 

A Japanese HDTV standard, argued the American lobby- 
ists, would give a competitive advantage to the Japanese firms 
most familiar with it. Would it? Existing differences in broad- 


| 
‘Plug into tomorrow's telly, “SS 









ay. 


casting standards have ff 2 
should new-fangled HDTV f 
merely make the Japanese se, 
latedly buy more expensive. If. 
their voters who watch televisiolpa;, 
HDTV standard-setting. Market fo. 34 So 
body—American, Japanese or Eu arg, Why 
proprietary grip on the most importer, will 
The story of computers shows how. 99 У be. 

Consumers are successfully demang, О 
ers make public the basic technology of px” 
computers. That way they know that oth 
make products (like whizzier graphics) whià 
new purchase. This marvellously increases the oaas v. , 
uct-improving competition. Even secretive IBM has had to 
open up its technology to compete in personal computers. 

HDTV promises to go the way of the personal computer. 
The basic technology for making an HDTV picture will quickly 
become a standardised commodity. The success of any prod- 
uct (and any firm) will depend on how it enhances that basic 
technology—with the ability to play interactive games or to 
show multiple pictures or to do things not yet dreamt of. In- 
stead of fostering companies' delusions that proprietary tech- 
nology can protect them from competition, the most success- 
ful governments will be those that set their firms most free 
fastest down this road. That requires a quick end to the dith- 
ering over regional HDTV standards. Let broadcasters choose 
the standards, not politicians. They may get this industry 
booming earliest if they choose the Japanese one. 
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Welcome Africa's newest arrival 


The best foreign aid for independent Namibia will come with strings attached 


for the promotion of democracy 


E NEW African countries learnt from the independence 
experiences of older ones, the outlook for Namibia would 
be bright. Like Botswana, the prosperous democracy next 
door, Namibia has only 12m people—and a wealth of miner- 
als. The South-West Africa People’s Organisation (SWAPO), 
which is almost certain to win the election that begins on 
November 7th, says it wants democracy, human rights and a 
mixed economy. South Africa says its last troops (which have 
cupied the country illegally since the United Nations with- 
rew its mandate in 1966) will go once the election is over, 
nd thereafter leave Namibia free to work out its destiny. 
Unfortunately, Namibia’s path to independence is un- 
ely to be as smooth as all these promises imply. Under the 
vigilation of the United Nations the election will probably 
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deliver a fair result. The serious trouble will come later. After 
two decades of civil war Namibia needs a government that 
can heal deep wounds and win the confidence of a dozen 
black, brown and white tribes. These are tasks for which 
SWAPO, which is likely to gather up at least half the votes in 
next week's election, is singularly unprepared. 

In 1982 all of Namibia’s parties committed themselves to 
regular elections, the separation of powers and a bill of rights 
that protects private property and freedom of speech. SWAPO 
has reaffirmed these beliefs in its election manifesto. So the 
constituent assembly, which will draw up a constitution after 
the election, should write a respectable document. Unfortu- 
nately, it may not be worth the paper it is printed on. 

SWAPO has become synonymous with independence in the 
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| BHP Petroleum Pty Ltd 

a wholly owned subsidiary of 

The Broken Hill Proprietary 
Company Limited 

ae 

Pacific Resources, Inc. 

Morgan Guaranty assisted in the negotiations 


and acted as financial advisor to 
BHP Petroleum Pty Ltd 











WE you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 

We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. . | 

We made this watch for 
you -to be part of your 2 
life — simply because this Me 
is the way we've always 
made watches. 

And if we may draw a con- 
clusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 

A Patek Philippe ~ 
because it's for a lifetime. 





Patek Philippe S.A. ho s 
4], rue du Rhóne - 1211 Geneva 3 – A Ету 









eyes of many Namibians. It should also have become synony- 
mous with bumbledom and brutality. Last April, under cover 
of the United Nations transition plan, it launched a foolish 
invasion of northern Namibia which nearly persuaded South 
Africa to stay on. (South Africa was claiming this week that 
SWAPO had launched another invasion, but the UN denied 
any knowledge of it.) swAPO's leaders have shown no interest, 
on their return from exile, in building bridges to other parties 
at home. Most ominously, SWAPO has a grisly record of tortur- 
ing hundreds of its own members in Angola, most of them 
non-Ovambos. This can only reinforce fears that the 
Ovambo-dominated movement will put its own tribesmen 
first in the post-independence division of spoils. 

The bright side is that in one respect SWAPO does seem to 
^ have learnt from Africa’sdecolonisation history. It has taken 
every opportunity to persuade Namibia’s 70,000 whites to 
stay, keeping their skills and capital in the country. Its mani- 
festo promises that there will be no wholesale nationalisation 
of the big mining companies and productive white farms. Af- 

t the election a SwAPO-dominated government may well in- 
vite a few whites into its cabinet, as Mr Robert Mugabe did in 
similar circumstances in Zimbabwe. It is this economic real- 
ism which should encourage outside powers to help secure a 
decent future for Namibia. 

Some of them will certainly give it a try. Now that Zimba- 
bwe has become old news, the international aid caravan is 
preparing to trundle westwards. Namibia is not the most de- 













































serving aid case in southern Africa. lt is richer, by income pe 
head, than many near-neighbours, even though the 70,000 
whites hold a starkly disproportionate share of the weal 
With independence the country will lose the $120m th 
South Africa has contributed to its budget each year; but 7 
has export revenues of more than $1 billion a year and a fo 
eign debt of only $260m. The country's hard-currency ea 
ings will depend less on aid than on the price it gets fo 
exports of uranium and diamonds. It does not need for 
billions to squander on sports stadiums and conference ce 
tres, but modest help to increase its stock of trained mana 
ers, administrators, teachers and farmers. E 
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Keeping South Africa out 


Nonetheless, as Africa's newest nation, Namibia is likel 
get large stacks of aid. Those giving it should make it ¢ 
that their help depends on swaro delivering a multi-pa 
non-tribal democracy. This is not just because democracy 
good in its own right. Namibians need to remember wl 
South Africa is leaving: not because SWAPO pushed it out, 

in a big-power deal involving America, Russia and the C 
bans in Angola. In previous African decolonisations, the ¢ 
lonial power withdrew across oceans to distant Euroy 
lands. The South Africans will be staying on just beyond t 
frontier. If regional calculations change, they can easily m: 
back in again. The best way to prevent that is to turn Nami 
into a democracy the West will feel proud to protect. 





The peace non-dividend 


"A conventional-arms deal with Russia may be good for the West's security, 


but it won't line its pockets 


L 1$ пос only western defence ministers who have been 
| watching with fascination as the Warsaw pact and NATO 
make haste in their Vienna talks on cutting conventional 
"tms. The treaty that may be ready to sign as soon as next 
“jammer has set some finance ministers dreaming too. Won't 
it be nice to have all that extra money from not having to 
keep such big forces facing the Russians? The dreaming 
should stop, now. The sad truth is that, though the Soviet 
Union will save a lot from an arms-cutting deal, the West will 
get virtually no "peace dividend” at all. 
The reason is the disproportionate cuts required to leave 
the West secure. The Warsaw pact has a huge superiority in 
heavy weapons and numbers of troops. To bring forces on the 
two sides into rough balance, the Russians will have to cut far 
more than NATO: under President Bush’s proposal they 
would have to withdraw more than 200,000 of the troops they 
now have in Eastern Europe to get down to a superpower 
ceiling of 275,000 men. And the Warsaw pact would have to 
make cuts of roughly 50% in its heavy weapons west of the 
Urals: NATO, by contrast, will be making cuts of only 10-15% 
‘än its tanks, artillery, aircraft and the like; and the only troops 
to go would be around 30,000 Americans, who will probably 
withdrawn to the United States. 
Still, why should this not save the West at-least a little 





































something? Reason one isthat the first thing the treaty will d 
is to increase spending. The equipment has already been pai 
for, so nothing is being saved there, and destroying it is cos! 
The Americans have already found that getting rid of th 
Tomahawk and Pershing-2 missiles and launchers, as 
1987 medium-range-missile treaty requires, is costing mo 
than they thought it would. Whatever destruction proce¢ 
a conventional-arms treaty specifies, it will cost many 
more than the methods used under the missile-cutting di 
Crunching a few hundred thin-skinhed' missiles and t 
type launchers is a snap compaged with disposing of th 
sands of heavy tanks, armoured personnel-carriers and 2 
[егу pieces. One study reckdned that “jt may. take 350. 
hours to destroy one tank. Qrtop*6f that, many count 
will have to spend a lot to relocáte troops and bases once t 
cuts in equipment have been тайбы .*' | 
Verification will cost far more than destruction. Ame 
ca’s defence department reckons it is spending $200m a : 
to check compliance with the 1987 missile treaty. The mo 
goes on playing host to Russian inspectors in America 
serving the destruction of a few hundred missiles and ve 
in Russia and policing a handful of sites. — — 
All that is simple compared with the verifica 
would be needed for a conventional-arms treaty. 
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would have to check the destruction of thousands of Warsaw- 
pact weapons, and then keep track of the many that remain. 
That is an awesome task, which could involve placing fool- 
proof identification tags on perhaps 100,000 weapons and 
then following their movements among 2,500 sites scattered 
| over 3m square miles. A recent study by the Western Euro- 
pean Union estimated this would require a one-off invest- 
ment of $570m and an annual outlay of nearly $200m. That 
probably understates things. It is quite possible, for example, 
that NATO will have to launch a reconnaissance satellite to 
help check on the conventional forces. These contraptions 
start at $500m, plus launching costs. 
. All right, but once the transition is over (in, say, three 
s) why won’t the lower levels cost less? They ought to, but 
n to the arguments the generals will make. The main one 
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JD UY now while stores last. The Bloomingdale’s, Saks Fifth 
JD) Avenue and Marshall Field department-store chains, 
among others, all have “for sale" signs hanging out. In each of 
them foreign owners made a mess of the business, and must 
now bow out. In their place, other foreigners—usually Japa- 
 nese—are touted as the likely buyers of some of Manhattan’s 
best addresses. Can they do any better? 
Selling goods across shop counters is a knack worth at 
$5 trillion a year worldwide, but one that has proved 
surprisingly difficult to transfer across national frontiers. 
Many shopkeepers have tried to go international. Few have 
ucceeded. Some of the best were the old-timers such as 
ica's original "five-and-dime" store, F.W. Woolworth, 
the odd-ball C&A founded by the Dutch Brenninkmeyer 
family. Today, many of the world’s leading store-groups itch 
to follow them because they feel hemmed in at home by 
m’n’pop-store protectionism (as in Japan and Italy); or be- 
se they have outgrown their home markets (as in Britain 
and Switzerland) and are tempted by the American one, or by 
the opportunities in Europe post-1992, or by the growing 
spending power of Asia’s new consumers. 
` They should, beWate; No stores group should go into a 
foreign marks? wrfless. it, bj identified strengths there. It 
must have developed 3 parziciflar skill, taste or concept. Or it 
must buy an uim. dic add expertise in management 
ог computer;syste F inly, foreigners can spread a 
marketing idéa, that orhers’hdve not seen. America’s Toys 'R’ 
Us created a neWingarkepitetoy superstores, not only in Amer- 
ica but in Europe. Japanese department stores spread success- 
fully through South-East Asia, largely by using their skills in 
“targeted marketing” to turn their business into high-fashion 
+ chains for the moneyed young. 
The newcomer with skills or a concept starts with three 




















main handicaps. He often does not have a feel for local habits, . 


nor a ready-made network of local suppliers, nor an inside 
track in the property market and with planning authorities. 





\ Меп foreigners shop for shops 
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is that their forces will need higher-quality stuff. With no lim 


its on conventional arms, it made sense to keep older equip- 
ment around as long as it was serviceable. But once a country 
is given a quota for weapons, as NATO's will under any con- 
ventional-arms deal, the army can make a strong case that the 
quota should be filled with first-line kit. These new weapons 
will cost more because they will be more advanced. Shorter 
production runs will push unit costs higher than they would 
have been without treaty limits. And equipment may have to 
be replaced more often. 

It may be that western governments will reject this reason- 
ing, but don’t bet on it. Ten years after a conventional-arms 
deal comes into effect, it will probably take an extremely 
sharp-eyed accountant to find any savings from it. Step aside, 
economics: it is arms control that is the really dismal science. 





TI hey should play to their own strengths, and add those of local allies 7 


Getting the right sites, and permission quickly to develop 
them, is as crucial to a retailer as having the right goods to sell. 
A retailer’s name often does not mean the same abroad as at 
home. In France, Marks & Spencer (M&S) was seen as being 
more haute couture and less high-street than it is in Britain. 
That was an unexpected liability for a company that sells on 
quality and value-for-money, though it is turning out to be an 
asset in Hongkong. M&S wisely chose to keep the good name 
of its latest purchase in America, Brooks Brothers, but has 
taken firm control of its management. 


Marrying a local 

Such handicaps are prompting retailers not to go-it-alone 
abroad, but to search out local partners instead. A joint ven- 
ture provides a local partner to hold hands with while a new 
market is being explored, though it can be messy to break t 
later. Some storekeepers are opting instead for what h 
proved a winner for fast-food chains: franchising, either di- 
rectly or as stores within stores, as Harrod’s does inside 
Mitsukoshi’s flagship store in Japan. Franchising allows use of 
a retailer’s strengths ( management systems, a famous name 
and buying clout) while compensating for its local weak- 
nesses, particularly in property and marketing. The technique 
can also provide department stores with one answer to the 
onslaught of boutiques. 

For there is a truth behind the “for sale" signs hung up by 
disappointed foreigners. The days of the store that sold every- 
thing from pins to elephants are numbered, as selling things 

omes a matter of taking aim at ever-narrower groups of 
shoppers. Specialised stores gathered in shopping malls are 
proliferating as shopping-cum-leisure complexes spread 
around the world. The international retailing successes of the 
1990s will be the concept-cuckoos, thrusting their logos, uni- 


= and designer shopping bags into local nests across the 
world. 
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has acquired 


Products Research & 
Chemical Corporation 








Morgan Guaranty acted as financial advisor 
to Courtaulds ple, served as dealer manager 
for the tender offer, and provided bridge financing 
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To IMPROVE OUR VIEW 
OF THE HARBOR, WE ADDED A 
LITTLE WATER. 


Pulsating water to be precise, 
in a relaxing outdoor jacuzzi 
situated on its own private 
terrace. Which makes it the 
only way to truly immerse 
yourself in Hong Kong. 
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RUSSIA’S GREENS 
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. an 
Arctic Ocean 


The poisoned giant 


wakes up 


The Soviet constitution says “citizens of the USSR are obliged to protect 
-ature and conserve its riches.’’ They don't. But ever more of them think 
зеу should. Our Moscow correspondent reports on the Soviet greens 


N THE Ukraine last July, Mr Vasili 

Primka, a farmworker. taking time’ off to 
pick mushrooms by the river Noren, flicked 
his cigarette butt into the water. The river 
exploded. Upstream, а bulldozer had 
smashed into a pipeline, turning the Noren 
into an oil slick. It burned for five hours. 

In Sverdlovsk in September, some stu- 
dents gathering in the onion harvest began 
to feel dizzy. Several collapsed. One of them 
had done military service in a chemical-war- 
fare unit; he recognised the symptoms of gas 
poisoning. So much pesticide and herbicide 
had been sprayed on the crop that the har- 
vesters were being poisoned by the fumes. 

In the Proletarskaya district of Moscow 
last January, the snow turned pink. During 
the night, negligent workers at the Der- 
benevsky chemical plant had let a red dye 
spill. It flooded out into the streets, discol- 
ouring a mile-long swathe of snow. The dye 
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was mildly toxic; its production in the mid- 
dle of a big city is illegal; the Derbenevsky 
chemical plant is 110 years old. 

In a country where rivers burn, harvests 
poison and snow is pink, the preservation of 
nature has become a national obsession. 
Last year nearly a fifth of Lithuania’s popu- 
lation signed a petition against the building 
of a nuclear-power plant. Members of the 
Soviet parliament clamour for places on its 
environment committee. Green feelings 
now run as deep, and are as politically chal- 
lenging, as anywhere in the world. 


Green front 


The Communist party has little to do with 
this. Nor have the greens any formal voice in 
parliament: though many members are 
pledged: to press for economic reforms to 
protect the environment, they speak as indi- 
viduals. But outside the power structure, 


EA Agricultural pollution 


Lar Airborne pollution 


Inadequate waste disposal X es Water pollution 


ea Nuclear accident 
Nuclear protest 


Water levels disrupted 
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Towns whose air contains more than 
permissible levels of noxious gases 


Towns where 
thatís so 


five main green groups have sprung up 
the past two years: 
€ The largest is the SociabEcok 
Union. An umbrella group wit 
branches, mainly in the Russian repulit: 
thinks ecological problems сап be sol 
only through political change. 

e The Ecological Union, which bro 
away from the sEU last year, concentrate: 
more limited changes like the introducti 
of stricter pollution controls and more mo 
itoring equipment. 

е The Ecological Foundation wants to 
up a sort of bank that would collect р 
ments from polluters and spend them clean. 
ing up toxic waste and encouraging the us 
of solar power and windmills. 
@The Ecological Society of the Sovi 
Union is associated with an extreme Ru 
sian-nationalist group, Pamyat. 

€ Nearest to the ruling party is the Al 
Union Movement of Greens, whic 
supported by the Komsomol, the Corin 
nist party's youth organisation. 

These are pressure groups, Soviet. v 
sions of Greenpeace, complaining, stà 
demonstrations, sometimes getting Toug 
up. Yet the green movement has far w 
influence than thar suggests, through 
mal groups that have sprung 
the country and which at fret si 
look green at all. The most inf 
mal organisations in the Soviet dno 
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_ the so-called popular fronts. They exist in 
- every republic, pressing for greater political, 
- cultural and economic autonomy. Most be- 
_ gan as green lobbies. 
Mr Zigmus Vais, a leader of Sajudis, the 
_ Lithuanian popular front, made his name 
_ setting up a green group in Vilnius, the re- 
-. public's capital. The president of the Lat- 
_ vian Popular Front began by leading the 
^ fight to close a chemical works. In these Bal- 
_ tic republics, environmental degradation 
__ has become a symbol of national degrada- 
| tion under Russian rule. But even in the 
Russian republic, environmental issues are 
-. still near the top of the opposition's agenda. 
Disaster 
There are two reasons why green and oppo- 
sition politics run together: the scale of the 
| environmental disaster, and its 
political causes. 
| According to Mr Alexei 
_ Yablokov, head of the biology 
institute at the Academy of 
Sciences, 20% of Soviet citi- 
zens live in “ecological disaster 
- zones", 35-40% more in “eco- 
logically unfavourable condi- 
— tions”: in all, 175m people. 
- In the cities this pollution 
the failures of Soviet 
industry. The Soviet Union of- 
ten boasts that it is the world's 
biggest producer of chemicals, 
` steel and the like. What this 
= means is that the economy is 
- dominated by smokestack in- 
-—. dustries. Industry is also grossly 
inefficient in its use of raw ma- 
terials. It takes three times as 
much energy to produce a 
| tonne of copper in the Soviet 
- Union as in West Germany; 
| much of the waste goes straight 
_ up into the sky as smoke. 
| Every year Soviet industries throw up 
- about 60m tonnes of pollutants into the at- 
_ mosphere, far more than in America, whose 
economy is more than double the size. The 
state committee of hydro-meteorology 
tracks a handful of these pollutants to check 
that they do not exceed the levels permitted 
by law. They do: the air of Moscow has twice 
the permitted amount of hydrocarbon pol- 
lutants; parts of the Volga river have 700 
times too much petroleum; 68 industrial 
- centres have atmospheric pollution de- 
` scribed as "critical", where permissible lev- 
` els are exceeded hundreds of times over. 
No wonder diseases of the upper respi- 
. ratory tract affect nearly one-third of the 
М population of Leningrad. Or that most of 
- *the children in Magnitogorsk, a steel town 
in the Ural mountains, suffer from some se- 
rious illness. Or that when coal miners went 
- on strike in the industrial areas of eastern 
Ukraine and western Siberia last summer, 
pollution was one of their main complaints. 
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Many third-world countries have badly 
polluted cities, but not on this scale. And in 
the Soviet Union the countryside is nearly 
as bad. One fearsomely polluted agricultural 
area is Azerbaijan. In its main vegetable- 
growing areas, 40 kilos of pesticides are used 
per hectare; in the grape-producing regions, 
180. The incidence of anaemia in Azerbai- 
jan among children under 14 is 242 times 
greater than in the Soviet Union as a whole. 

Here the failures of Soviet farming are 
to blame. To boost harvests, the authorities 
have encouraged massive use of chemical 
fertiliser. This leaches into the water. West- 
ern farmers know—though they do not al- 
ways use—ways of preventing that. Soviet 
farmers seldom know or care. As for more 
noxious chemicals, the health minister in 
the Central Asian republic of Turkmenia 





No more fishing in the Aral Sea 


(where infant mortality is 56 deaths per 
1,000 live births, more than twice the na- 
tional average) says 6096 of pesticides 
sprayed from aircraft do not land where they 
are supposed to. Sometimes the crop-spray- 
ers dump them directly on to villages. 


Who is to blame? 


When Soviet greens ask what causes these 
horrors, their answers are not those of their 
counterparts in the West. Most western 
greens blame unfettered capitalism, and 
think the environment can best be pro- 
tected by more and stricter rules. Soviet 
greens say pollution is a product of central 
planning; in particular, of the planners' ob- 
session with output. 

The extreme instance of this obsession 
is the Aral Sea. Once the world's fourth-big- 
gest lake, it has lost over half its water in the 
past 20 years. The last fish died in 1983; fish- 
ing villages lie abandoned 40 miles from the 
receding coast; large ships lie beached on 





the giant salt flats that were once the seabed. 

Why? Because Moscow's planners de- 
creed that it was the “internationalist duty” 
of the republic of Uzbekistan to produce 
cotton. To fulfil this duty, the waters of the 
main rivers that fed the Aral Sea—the Amu- 
Darya and Syr-Darya—were diverted to irri- 
gate cotton fields. The sea shrank. 

Worse followed. The cotton fields were 
doused with chemicals. Much of this cock- 
tail drained back through ditches into the 
rivers. That did the Aral Sea no good. The 
Uzbeks neither. Household water in these 
parts rarely comes treated and piped; fam- 
ilies use water straight from the ditches. 
That is bad anywhere. Here the effect has 
been catastrophic. Two-thirds of the popu- 
lation of the worst-affected region, the 
Karakalpak Autonomous Republic, suffer 
from liver disorders, typhoid 
or cancer of the oesophagus. 
Infant mortality is among th^ 
highest in the world. 

And all this will be for 
nothing. Every year 75,000 
tonnes of salt and dust are 
picked up by the winds from 
the dry seabed of the Aral and 
blown over the cotton fields. It 
will require billions of roubles 
merely to prevent the fields be- 
coming desert by the end of 
this century—by which time 
the Aral will be a series of salty 
puddles. To let it recover prop- 
erly would require the planners 
to stop demanding cotton of 
Uzbekistan. But the Soviet 
Union is short of cotton. 

All this was forecast as 
long ago as 1962. And the 
whole project has rested, in 
part, upon a giant fraud: for 
years local officials exaggerated 
the size of the cotton crop k 
15-30%, to maintain the flow of investmer 
roubles, some of which they then stole. But 
even if honest men had been in charge, the 
Aral Sea project would still have ended in 
disaster. For the green lobbies, the moral is 
not that central planners should get their 
grand projects right, but that they cannot. 


Monopoly power 

The trouble, say the greens, is monopoly 
power. When the government owns an en- 
tire economy, it is itself both polluter and 
regulator. And the decisions that matter, 
and all the arbitration between rival inter- 
ests, will be made in secret by a handful of 
people accountable to no one. 

The Soviet Union’s council of ministers 
has often voiced its concern about environ- 
mental degradation. Yet it has allowed the 
huge Tyumen petrochemical complex to go 
ahead with no proper study of its environ- 
mental impact. It authorises cheap loans for 
the gas-industry ministry, which is confiscat- 
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. Ford Motor Company 
through its wholly owned subsidiary, 
Ford Industria e Comérico Ltda. 


has sold its Brazilian Climate Control Division to 











MeQuay do Brasil Industria 
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Morgan Guaranty initiated this transaction 
and acted as financial advisor to 


Ford Motor Company 


JPMorgan 
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ing land in Yamal and forcibly evicting its 
- inhabitants, so that it can drill wells and 
build roads where it pleases. The govern- 
ment set up a commission to study pollution 
in Lake Baikal, the world's largest body of 
fresh water. The commission's chairman 
says that, of 34 measures that should have 
- been put into effect in 1987-88 to improve 
the lake, 22 have not been implemented. 

Yet if the oligarchs can be weaned off 

- their obsession with output and taught to 
^ look at environmental costs, they should be 
able to correct mistakes, shouldn't they? 

No, say the greens. First, because—even 
dfi its priorities change—a monopoly govern- 
© ment cannot call on outsiders for new poli- 
cies or action. It depends on those who 

. made the mess in the first place. Witness the 
Aral Sea: the organisation now put in 
charge of rescuing it, the ministry of land 
reclamation and water resources, is the one 
that wrecked it. 

Second, the Soviet government is such a 
leviathan that it cannot change quickly, 
even if it wants to. A new state committee 

- has been set up to oversee the environment. 

It does not have its own technical equip- 
_ ment or staff; that remains the job of the 
committee for hydro-meteorology. And 
while the new committee will oversee such 
^ istries as those of education and culture 
(famous polluters, maybe, but not of air or 
water) the ministries of engineering and pe- 
'troleum are outside its purview. 

Third, the government often lacks envi- 

mental expertise and knowledge. The 
dro-meteorology committee monitors 

y eight air-borne pollutants. Of 300 

emical fertilisers permitted in the Soviet 

Union, the authorities monitor 

y 120. Yet the demand for ex- 
' is huge. A vice-president of 

Bue. of Sciences says his 
cientists cannot cope with the 
flood of requests for ecological 
studies, and so cannot influence 

~ the planning of big projects. Local 
administrators are even worse off. 

Even when it should know 

N at is happening, the govern- 
ment often does not. Fifteen aca- 
x emic institutes and more than 30 
other institutions of higher educa- 
tion have been studying Lake Bai- 
kal for years. Yet, according to 
Pravda: 
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Disputes over the damage caused by 
` the Baikal [industrial] combine are 
` пос based on any hard data. Figures 

for pollution produced by various 

scientific institutes are a muddle. 

Accurate output figures for such 

pollutants as organic chemicals, 
- heavy metals and petroleum prod- 
М ucts do not exist. 


r 


Not surprisingly, parts of the gov- 
` ernment machine are able to ward 
` off public criticism by obfuscation 
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or plain lies. The centre for radiation medi- 
cine avers that only 238 people were affected 
by acute radiation sickness after the Cher- 
nobyl melt-down, and that there is nothing 
odd in the outbreak of thyroid problems 
and freak animal births in parts of Belorus- 
sia hit by the cloud of radiation. 

A researcher at the Azerbaijan institute 
of epidemiology, hygiene and ocupational 
diseases says that studies showing the effects 
of undue intake of agrochemicals on chil- 
dren were suppressed; liver disorders caused 
by this were consciously misdiagnosed; and 
studies showing abnormal incidences of can- 
cer, mental illness and premature births 
were classified as secret. 


What is to be done? 


To its credit, the central government is try- 
ing to change. It plans to spend 35 billion 
roubles to patch up the Aral Sea (some six 
months' defence spending, albeit only half 
what some scientists reckon is needed). Re- 
cently, it stopped a proposed canal linking 
the Danube and Dnepr rivers (a last vestige 
of Brezhnev's wild hydrological schemes 
that included reversing huge Arctic-flowing 
rivers to flow inland instead). Nine half-built 
nuclear plants have been halted or diverted 
to other uses in the past 12 months, the 
clearest indication yet that, after Chernobyl, 
the nuclear-power enthusiasts can no longer 
ride roughshod over public objections. 
More important, the government has 
drafted a law to tackle environmental degra- 
dation systematically. From 1991 polluting 
factories will be fined, under local supervi- 
sion, and 85% of the money will go to local 
bodies to spend on pollution control. 








Fine, bur will it work? Such big polluters 
as the steel and chemical industries are ex- 
cluded. Other factories, now that they are 
supposed to be self-financing, will say they 
cannot afford to comply (or will bribe the 
inspectors, so they won't have to). Soviet 
output of pollution-control equipment is al- 
ready falling for that reason. One power 
plant in Kazakhstan that did install special 
scrubbers had to cut staff and 600 mega- 
watts of generating capacity to pay for them. 

Nor, at least in the poorer parts of the 
country, are local authorities likely to en- 
force the rules with much zeal. A factory 
may be filthy, but output is output and jobs 
are jobs. The largest supply of artesian water 
in central Russia lies near the town of Pervo- 
maisk. The town council is planning to 
build a pesticide factory there, even though 
this will most probably endanger the water 
supply. Why? Because Pervomaisk is poor, 
and with the pesticide plant the town wi" 
get roads, schools and hospitals. 

As that case shows, part of the answer 
lies not in better ecological policies but in 
economic success. The Soviet Union needs 
to spend a lot more controlling pollution 
than its current 1.396 of GNP. That is unlike- 
ly, unless its economy grows. 

Of course economic and ecological de- 
mands can conflict. Yet most of Mr Mikhail 
Gorbachev's reforms should help answer 
both at once. An increase in the price of raw 
materials (if it ever comes) will cut both inef- 
ficiency and pollution. The possible transfer 
of land and raw materials to control by local 
soviets (councils) would limit central plan- 
ners, and make it harder to overrule local 
green protests. Making factories truly self-fi- 
nancing would discourage the old 
mentality of "fulfil the plan and 
damn the consequences". Manag- 
ers will have to look at costs and 
benefits. Some green social bene- 
fits will coincide with those of th 
enterprise: less waste, for instanct 
And where the two naturally con- 
flict—over dirty effluents, say— 
the growth of local democracy will 
at least make it harder (and should 
make it costlier) for factories to 
brush social costs aside. 

Protecting the environment is 
a matter of priorities, and of esti- 
mating costs and benefits proper- 
ly. For 60 years, the Soviet econo- 
my has had only one priority, and 
has ignored environmental costs 
and benefits alike. That will not 
change overnight. And since an- 
other characteristic of environ- 
mental problems is that they build 
up slowly, and respond to treat- 
ment slowly, the Soviet Union's 
ecology will continue to deterio- 
rate for a long time yet. But at least 
the treatment has begun. 
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Ifyou’re going to pursue an MBA 
that gives you "real world" experi- 
ence, consider a program that really 
offers you the world. 

The Babson Graduate School of 
Business offers MBA students a 
unique opportunity to work in other 
countries, with some of the world’s 
leading business organizations. (Audi 
AG, the Australian Trade Commis- 
sion, Lego A/S, and Union Bank of 
мн to name justa few.) 

This special internship program 
is part of an overall concentration in 
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international business that's available 
at Babson. And it could prove to be 


invaluable experience for your career. 


Because today, corporations 
everywhere are taking a global point- 
of-view. 

For more information about the 
Babson International MBA Program, 
just mail the coupon, or call us at 
(617) 239-4317 


GRADUATE SCHOOL OF BUSINESS 
EXECUTIVE THINKING 
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The introduction of new technology, along with 


customer demand for more sophisticated information 







management services, is breaking down barriers and moving 


othe world towards a universal 
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Where Pol Pot began 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


éé T is the use of fighting and dy- 
ing? Please escape and flee to your 
home towns." So Khmer Rouge radio ad- 
vises the poorly trained conscripts serving in 
the army of Mr Hun Sen's Cambodian gov- 
ernment. Many of them are taking this ad- 
vice. Even to be taken prisoner by the 
Khmers Rouges is a terrifying prospect. As 
units on the front line evaporate into the 
jungle, the Vietnamese-backed government 
in Phnom Penh looks increasingly belea- 
guered. It imposed a nighttime curfew on 
the capital this week. A settlement of Cam- 
bodia's civil war remains far away. 

So far, then, things seem to be going 
well for the Khmers Rouges in the new 
phase of Cambodia's 25-year-old war. This 
phase opened in September, when 
the Vietnamese said they had with- 
drawn the last of their soldiers from 
Cambodia after nearly 11 years of 
occupying the place. The Hun Sen 
government claimed this week that its 
forces had killed more than 700 fight- 
ers in the resistance and that there 
had been “no significant changes in 
the military situation throughout the 
country”. The number killed cannot 
be checked, but there is evidence that 
the resistance has captured around 30 

»vernment outposts and four vil- 
iges, although they officially rank as 
"district capitals". 

The latest place to fall was 
Samlot, captured last weekend. Like 
Pailin, the first town to fall, it is close 
to the Thai border. This is the area 
where the Khmers Rouges had their 
first victories in 1967. Led by Pol Pot, 
they had taken up arms four years 
earlier against the chen neutralist gov- 
ernment headed by Prince Norodom 
Sihanouk, who now, by a twist of 
fate, has become their ally. 

Now, as then, they have their eyes on 
Battambang, Cambodia's second largest 
town. The weakness of Mr Hun Sen's 
forces, together with the absence of Viet- 
namese soldiers, may have overcome the 
Khmers Rouges' initial caution about the 
wisdom of trying to take and hold a major 
town. They have cut the road from Pailin to 
Battambang. They claim to be able to stop 
road and rail traffic between Phnom Penh 
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and Battambang. Last week Mr Hun Sen vis- 
ited Battambang and replaced its com- 
mander with General Hol Savan, one of his 
most trusted men. It is believed the general 
has around 5,000 men to defend the town. 
Other Khmer Rouge soldiers are giving 
support to the two non-communist resis- 
tance forces, those of Prince Sihanouk and 
the Khmer People’s National Liberation 
Front of Mr Son Sann. Their attempts to 
take Sisophon have ground to a halt. Mr 
Son Sann’s men, who have had more ex- 
perience of smuggling than fighting, have 
taken heavy casualties attacking Svay Chek, 
a government-held village to the north of 
Sisophon. Around 100 of its most seriously 


wounded are in Red Cross hospitals in Thai- 





The resistance takes another village 


land. The prince’s men have been busy cele- 
brating his birthday. He was 67 this week. 
The Khmers Rouges’ success has 
strengthened China’s view that they must 
be involved in any Cambodian settlement. 
But what settlement? After his visit to Bei- 
jing last week, Thailand’s prime minister, 
Mr Chatichai Choonhavan, claimed Chi- 
nese support for his latest Cambodian plan. 
He wants to persuade Mr Hun Sen to let a 





— 


















































THAILAND 


GULP OF 
THAILAND 






monitoring group into Cambodia to check 
that the Vietnamese have really left, and to 
arrange a ceasefire. In Beijing a different 
story is being told. It is that the Chinese 
leader, Mr Deng Xiaoping, said that a moni- 
toring force would be welcome, but only as 
part of a comprehensive settlement for 
Cambodia. That means involving the 
Khmers Rouges. i; 

Mr Chatichai has revived an old 
idea: an informal meeting of the four 
Cambodian factions, plus China, 


Jakarta, Indonesia's capital: presume 
ably along the lines of the "co 
party" held there last year. His own 
foreign minister and the other ASEAN | 
countries are less certain that the time 
is yet ripe for such a meeting. Mr Ali 
Alitas, the Indonesian foreign minis- 
ter, has been asked to sound out the 
rival factions to see if a compromise 
could be struck on power-sharing. If 
not then another meeting voudi € 
pointless. 
Mr Hun Sen has said, frequently, 
that he will not agree to any power 
sharing deal that includes the Khmer 
Rouges, as ASEAN, America and 
China insist it must. He is convinced 
that the Khmers Rouges would nev 
be satisfied with a share of power. 
They want it all. Mr Hun Sen assumes 
that, once in power, even in a transi- 
tional government, they would launch а po- 
grom against anyone who collaborated wit 
the Vietnamese. | 
It looks then as if Cambodia must con- 
tinue to suffer ordeal by battle. If the 
Khmers Rouges take Battambang, their 
claim to a role in government will be 
strengthened, although not in Mr Hun. 
Sen's eyes. Vietnamese military analyists, in- 


cluding the editor of the army newspaper, 
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Major-General Tran Cong Man, has con- 
ceded that Battambang might fall. 

The government's deeper problem is 
the army's deteriorating morale. Mr Hun 
Sen’s commanders will hope that in a 
‘month or two, when the ground has dried 
after the rainy season, it will be easier to de- 
ploy their tanks and heavy artillery. In ear- 
lier dry-season campaigns the Khmers 
Rouges were pushed back across the Thai 
border in disorder. But on those occasions 
the Vietnamese army did the pushing. 


Japan and Russia 


A new voice? 


FROM OUR TOKYO CORRESPONDENT 


4 HE dovecotes in Tokyo have been aflut- 
A ter since the Russian embassy confirmed 
that Mr Alexander Yakovlev, a man close to 
Mr Mikhail Gorbachev, will be visiting Ja- 
pan for a week starting November 13th. Mr 
Yakovlev and his team have been invited, 
not by the government, but by the ruling 
Liberal Democratic party. The advertised 
purpose of the trip is to look at Japan's par- 
liamentary system. Nevertheless, the pres- 
ence of Mr Yakovlev, a member of the Polit- 
buro, has raised hopes in Tokyo that Russia 
has something new to say that might un- 
block relations between the two countries. 

- The biggest block is in the shape of four 
small Japanese islands, Etorofu, Kunashira, 








Yakovlev is close to the boss 


Shikotan and Habomai, seized by Russia in 
the closing days of the second world war. 
Until the islands are returned, say the Japa- 
nese, there will be no peace treaty formally 
ending hostilities. Until that treaty is signed, 
Japan has no intention of letting Russia 
have much access to its abundant supplies of 
finance and technology. 

In the past the Russians have been 
equally implacable. The military bases on 
Etorofu and Kunashira guard one of the 
only two outlets to the Pacific that the So- 
viet fleet has from its base in Vladivostok. 
But while the Russians previously refused 
even to discuss the matter, they are now try- 
ing to legitimise their claim to the islands—a 
first step, murmur Japanese diplomats, in 
Russia's slow move to a compromise. 

It is Japan rather than America or West- 
ern Europe that holds the key to Mr 
Gorbachev's promise to put more consumer 
goods into Russian shops. Japan is one of 
the few countries that has capital to spare 
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and a shortage of good customers to lend it 
to. As the rest of the world well knows, it is 
also the best at putting the goods consumers 
want into their hands. 

Russia could also use some relief from 
the military pressure Japan is putting on it. 
Japan presents little direct threat to its huge 
neighbour, but its ability to track enemy air- 
craft and ships (and, probably, to destroy 
them if need be) is so good that the Soviet 
air force and navy are increasingly uncom- 
fortable about their position in the western 
Pacific. The last thing Russia needs is a big 
spending programme to upgrade its forces. 

Mr Gorbachev had planned to come to 
Tokyo himself this autumn, but when the 
fortunes of the ruling Liberal Democrats be- 
gan falling because of the Recruit scandal 
and other matters, he postponed the trip. 
The party's fortunes are recovering under 
the leadership of Mr Toshiki Kaifu, Japan's 
third prime minister this year. A recent pol! 
put support for the Liberal Democrats < 
43%, its highest for nine months. 

That, plus the likelihood of a Liberal 
Democratic victory in a snap general elec- 
tion expected in late January or early Febru- 
ary, has persuaded the Russians that Mr 
Kaifu could be around for long enough to be 
worth talking to. The Soviet foreign minis- 
ter, Mr Edward Shevardnadze, may be going 
to Japan in December or January to pave the 
way for the Gorbachev visit. A few helpful 
gestures from Moscow would doubtless help 
Mr Kaifu tighten his own still tenuous grip 
on the prime minister's office. Mr Gorba- 








| Nice day, nice smokin' 


| FROM OUR TOKYO CORRESPONDENT 


MOKERS who feel themselves be- 
AJ sieged elsewhere in the rich world 
should make their way to Japan. Where 
else can you blow smoke on to your neigh- 
bour's sushi in a crowded restaurant, se- 
| cure in the knowledge that he will be too 
|| polite to ask you to stop? Where else do 
|| four or буе businessmen between them 
|| get through a pack of 20 cigarettes in the 
. course of an hour's meeting? Where else is 
| smoking still allowed in three-quarters of 
` the carriages of express trains? 
| Alas for these particular addicts, Japan 
is becoming more internationalised on 
_ this score too. The finance ministry has 
| decided to make it a little harder to sell 
| cigarettes. Ads for them will not be al- 
lowed on television before 8.54 pm (just 
before the main evening news). And the 
_ health warning on cigarette packets must 
| now be more direct..lt is still pretty polite: 
| “As there is concern that too much smok- 
ing is injurious to your health, please take 
care. 


| The marketing men still have methods 


32 


available to them that were long ago aban- 
doned in the West. Vending machines are 
everywhere, emblazoned with Japlish slo- 
gans like “Nice day, nice smokin' ". In 
business districts slim girls stand on street- 
corners handing out samples to passers- 
by. In 1985 some 20 hours of cigarette ads 
were shown on television each week; in 
1987 it was 73. It works. Two-thirds of 
men in their 30s smoke. The fastest-grow- 








ing group of smokers is young women, less 
than 2096 of whom yet have the habit. 
The finance ministry had previously 
been reluctant to risk its plump tobacco- 
tax revenues to satisfy the scolds at the 
health ministry. The government's bud- 
get for anti-smoking propaganda in fiscal 
1988 was only Y3m ($23,850)—and the 
one poster it published for the World 
Health Organisation’s no-tobacco day 
earlier this year showed neither cigarettes 


` nor smokers, but a photograph of abstract 


glass sculptures instead. 

Perhaps the finance ministry's change 
of heart came from the realisation that the 
costs of smoking, especially extra spend- 
ing on health care, could one day out- 
weigh the tax receipts. Japan's lung-cancer 
rates are still among the lowest in the in- 
dustrial world, But, according to Dr Shaw 
Watanabe of the National Cancer Centre, 
it takes an average of 23 years after some- 
one has started smoking for a case of lung 
cancer to show up. Most Japanese were 
too poor in the 1950s to smoke; the habit 
began to boom in the 1960s. Many epide- 
miologists therefore fear a sharp rise in Ja- 
pan's lung-cancer rates in the 1990s. 
Please take care. 
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CREATE WEALTH: 


The American Express Bank is organized around the individual whose wealth 


is the product of personal enterprise. 


How we serve such clients is as important as the services we provide. 


Here are the principles that guide our managers in 105 offices in 42 countries, 





UR MISSION IS TO SERVE today's most successful people 

and their businesses, around the world, around the clock. 
Our clients are creators of wealth. They have little need of 
bankers who are passive stewards, 

Instead, they will seek out the bank that is most ambitious on 

ts clients’ behalf, that is most successful for its clients, and, above all, the 

most responsive. 

Excel in all these qualities, and your office will prosper 


THE MOST SUCCESSFUL PEOPLE ON EARTH 


In your dealings with clients, mold your organization to the 
client's own. Recognize and respect a client's ties with other 
banks. Heed those who counsel your clients. 














Don't take on a new client unless you can pledge your top 
people. Make it a policy to exceed expectations. 

Never preach to your clients. Learn from them. They are 
among the most successful people on earth. 

Get to know each client like family. Clients who are auda- 
cious in business life may shun risk when choosing invest- 
ments for their private accounts. 

Don't oversell. Promise only what you. can deliver, and 
deliver quickly. Make security your passion. Guard client con- 
fidences like the Crown Jewels. CE 

Keep your clients informed. Timely information is often 
more valuable than gold to our clients. Not at all by chance, 
American Express Company is the largest private user of tele- 
communications services on earth. 
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American Express Bank maintains offices in 19 time zones, 
united by a highly secure electronic nervous system. We are a 
nancial engine that runs on a 24-hour clock. 
` These four product families Commercial Services, Sav- 
1ES and Investments, Special Transactions, and Treasury Ser- 
-are the soul of our enterprise. Make them your focus. 
Tt is no accident that they mesh so neatly with the per- 
| sonal, commercial and entrepreneurial needs of our clients. 
Шет; Currency traders positioned around the globe assure 
‘our clients of 24-hour access to Treasury Services. 
Item: Our specialists in asset finance, real estate, and other 
disciplines сап be at a client's side within a day. 
Hem: American Express Bank will often engineer a prod- 
uct specifically for a private client. So the fit is exact. 


AN ELITE CORPS 


In recruiting, be patient. American Express Bank is an elite 
corps. Hire only those who can enhance our reputation. They 
are rare birds. Seek out those few who combine these traits: 
1. 
Character. Cast-iton integrity, brains, energy, 
stamina, and grace under pressure. 
2. 
Verve. We admire activists who are willing 
to break some china within the Bank 
in order to be effective for their clients. 
que s 03. 
`. Entrepreneurship. We reward those whose 
solutions to one client's needs create fertile 
opportunities for other clients. 
4. 
Unselfishness. Every Account Officer must be 
a "switchboard" connecting clients with 
whoever will best serve their needs. 
5. 
Resilience. People who thrive on weeks of 
sustained effort, and who display a genius 
for keeping up with change. 





Argentina 


7 “At American Express Bank, our heroes are not these who bring in ihe © 


biggest deals. They ave the men and women whe perform for bur clients 
despite obstacles. When tragic floods in Bangladesh left ЗО. lion borse: 
less, American Express Bank stayed open as usual, serving its clients” 


It is the duty of every Senior Manager to apply unremitting 
pressure to maintain our standards in every area. 

Never permit internal matters to distract your attention 
from client affairs. Delegate administrative tasks. See to it per- 
sonally that your clients are happy, not merely content. 

Spend at least half your time outside your office, among | 
clients. You'll be amazed at how much smarter you become. 

Your office is like a ship. It will move faster when you 
scrape the barnacles off its bottom. Eliminate obsolete services 
and redundant departments. Banish committees. 

Never forget for an instant that when your clients . 
trust your people they are really trusting you. You ate the 
captain of the ship. 

Eradicate intolerance in any form. Ditto Бегона 
are international bankers, not village bureauctats. 

Respond instantly to requests from other offices and your. 
own requests will receive equal attention. : 

Create an atmosphere of intelligent ferment. within the 
Bank. Make life exciting. Those who cannot thrive on chany 
have no business in banking today. 


AMERICAN 
EXPRESS 
BANK 





It is the custom of American Express Bank's most senior people to meet with prospective clients. To arrange an introduction, 


please contact the head of office in any one of these 42 countries: 
Cayman Islands Germany Italy Luxembourg 
Chile Greece Malaysia 
China Hong Kong Japan Mexico 

Egypt India Korea 
France Indonesia 


Austria 
Nigeria Spam United. Arah Entirater 
Sri Lanka 

Switzerland 


Taiwan 


Ivory Coast Pakistan United Kingdom 


Panama United States 


Philippines 
Singapore Turkey 


Monaco Uruguay 


Lebanon Netherlands Venezuela 














Introduci 
The BAe 1000. You've Got 
A PlaneTo Catch. 


The First Intercontinental Mid-Size 
Twin Business Jet. The BAe 1000 is 
half the price of larger, less efficient 
business jets. You get big iron range at 
a mid-size price. The BAe 1000 will be 
ready for delivery by early 1991, at 
least two years ahead of anybody else. 
4000 Plus Statute Miles Is Business 
As Usual. No other mid-size can 
match the intercontinental range of 
the BAe 1000. Period. 

Two Pratt & Whitney PW305 Turho- 
fans: ANew Generation. 5,200 pounds 
of thrust makes the new PW305s the 
most powerful in their class. Thrust 
reversers are standard and the engines 
bum 20% less fuel than the competition. 


BRITISH AEROSPACE bb 


BAe 1000. YOU'VE СОТА PLANE TO CATCH. 4 


Honeywell SPZ 8000 Digital Avi- 
onics: State Of The Art, Redefined. 
The most advanced avionics available 
today. So advanced, they'll still be 
State of the art years from now. 

The Cure For Cabin Fever. Almost 
three feet longer than the BAe 800, 
with an aft, pressurized baggage area 
that offers both internal and external 


access, it’s the largest cabin in produc- 


tion today in a mid-size. Eight passen- 
gers can fly the maximum range and 
still emerge on speaking terms. 
Custom Completion, As You Like It. 
We're as good at meeting your cabin 
design specifications as we are at 
designing and building the planes they 





go into. Either the Arkansas Modifica- 
tion Center in the USA, or Chester in 
the UK...or choose the custom com- 
pletion facility that suits you best. 


For more information on the BAe 1000 
or the BAe 800, write: Corporate 
Aircraft Sales Department, British 
Aerospace (Commercial Aircraft) 
Limited, Comet Way, Hatfield, Hert- 
fordshire, England, AL10 9TL, (07072) 
62345. In the USA: Kenneth C. 
Spinney, VP Marketing-Corporate, 
British Aerospace, Inc., PO. Box 17414, 
Washington-Dulles International Air- 
port, Washington, D.C. 20041. Or call 
703-478-9420. 
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“peered many urban-development schemes 
tharhave been adopted throughout Japan. 
One scheme brought together manage 
fent drawn from private businesses and 
-ash raised by local. people to help build an 
1ormously successful “Port City” on land 
claimed from the sea. A monorail to con- 
t the man-made island with the old town 
built in the same way. Another feat of 
«mation, Rokko Island, is currently be- 


hg cheekily proposed as well. 


S v As steelmaking and other local stalwarts 


A to” fent into decline, the city fathers cajoled lo- 
?* aval farmers to create jobs by producing a 


© 
pe frange of Kobe Brand foodstuffs—from 
$% ' d wines to cheeses—to complement Kobe's 
Ж rightly famed beef. For all this and more, 
с Mayor Miyazaki has been known through- 
out the region as "Mr Kobe Inc". 

Mr Miyazaki had planned to run for of- 
fice one more time. But his right-hand man, 
a deputy mayor for eight years, Mr Toshio 
Miyaoka, put his own name forward. An an- 
gry Mr Miyazaki declared his retirement and 
endorsed his other deputy, Mr Kazutoshi 
Sasayama. 

The feud between the two deputy may- 
ors cracked the city's Liberal Democratic 
party down the middle. One 12-member fac- 
tion in the local assembly backed Mr 
Sasayama. A more conservative 10-member 
faction in the assembly threw its weight be- 
hind Mr Miyaoka, as did the Liberal Demo- 
cratic federation for the local prefecture of 
Hyogo. 

Adding to the confusion, the local chap- 
ter of the Japan Socialist party decided that 
Mr Sasayama was also their man. So did the 
Communists and some other small opposi- 
tion parties. The press woke up and declared 


0 
jO Apanese 
jo has in 
о, it i a 
cy, draped 
anding fine 
eoo sea. It has 
Ду fading tart. 
ка| and visitor 


fatsuo Miyazaki, 
ў decided after 20 
. seek a sixth term. Ev- 
4e would be missed. Under 
«al administration, the city pio- 
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Kobe has an eye for beau 
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the mayoral contest a “proxy fight” between 
Japan's culing Liberal Democrats and the 
Socialists—nothing less than 
hearsal for the general election 
early next year. 

It was, of course, nothing of the kind. If, 
as the American saying goes, all politics is 
local, it was especially local in this case, The 
political parties had jumped aboard simply 
for the ride, When the votes were counted 
after the election on October 29th, Mr 
Sasayama was home and dry with 238,000 
votes to Mr Miyaoka's 126,000. The turn- 


dress re- 
xpected 


out was a respectable 4496, twice as high as 
Kobe s previous mayoral election. In the 
end, it all said little about how the Socialists 
may fare in the general election, but plenty 
about the strong feelings that Kobe's people 
have about the way their town is run. 


India 
A tremor of fear 


FROM OUR INDIA CORRESPONDENT 


T HAD the look of a dirty deed. The In- 
dian opposition leader, Mr Vishwanath 
Pratap Singh, was sure that an attempt had 
been made to stop him becoming a candi- 


date in the general electio: November 
22nd. 

It happened on October the last 
day on which candidates « | register in 


the northern state of Uttar Pradesh. At six 
in the morning Mr Singh set off from Delhi 
for his constituency near Kanpur to put in 
his papers. Some 30 minutes out of Delhi, 
his aircraft was told to return because of a 
report that a bomb had been placed in it. 
Passengers were told that the security check 
would take at least two hours. 
Grounded in Delhi, Mr Singh rang up 
his party office for help. The chief minister 
of Haryana, a member of Mr Singh's Na- 
tional Front, diverted his aircraft to Delhi to 
take Mr Singh to Kanpur. When that ait- 
craft landed in Delhi it too was grounded 
"for security reasons’. Eventually, the regu- 
larly scheduled Kanpur flight took off at 
llam. The aircraft was able to do so only 









because senior managers Of the airune in- 
sisted that it could not be held up any 
longer. One of them told reporters that 
intelligence officials had put enormous pres- 
sure on him to cancel the flight. Mr Singh 
made it to his constituency a quarter of an 





hour before the deadlin: 


The delay is being interpreted f sign 
of desperation by Mr Rajiv Gandhi's Con 
gress party. The awful feeling is growing 
among party members that it might lose 


Cracks are appearing at 
the airport drama 

Krishna Chandra Par 
fence minster 
going to stand 
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A miss by Pant 


ranks third in the cabinet and was angered 
that the Congress party had offered him a 
far-from-safe Delhi seat instead of the safe 
constituency in Uttar Pradesh he said Mr 
Gandhi had promised him. The fact that the 
argument over the seat took place so late in 
the day speaks volumes for Mr Gandhi's 
weakening hold on his party, and the in- 
fighting that has begun within it. 

Mr Pant was scuppered by Mr N.D. 
Tiwari, chief minister of Uttar Pradesh. Mr 
Tiwari has often been spoken of as the man 
most likely to succeed Mr Gandhi. He has 
no great liking for Mr Pant, with his reputa- 
tion for incorruptibility. Should Mr Gandhi 

‚ be ousted, Mr Tiwari fears that large sec- 
tions of the Congress party will choose Mr 
Pant rather than him. For this reason he 
used his influence in Uttar Pradesh to de- 
prive Mr Pant of his promised seat. Mr Gan- 
dhi, it seems, was unable to stop the move. 

The decline in Mr Gandhi's power is 


China 


When lovers part 


FROM OUR CHINA CORRESPONDENT 


HE affair is over and, of course, the lov- 

ers blame each other. "Frankly speak- 
ing," China's Mr Deng Xiaoping said this 
week, "the United States was involved too 
deeply in the turmoil and counter-revolu- 
tionary rebellion which occurred in Beijing 
not long ago." 

That is Веіјіпр-ѕреак by the supreme 
leader for the bloody suppression on June 
4th of China's pro-democracy movement, 
an episode of official cruelty that abruptly 
ended America's infatuation with the Mid- 
dle Kingdom. As ex-President Richard 
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linked to suspicions that he or people close 
to him were deeply involved in the Bofors 
affair. Bofors, a Swedish firm, sold howitzers 
to India in a $1.4 billion deal. Bribes worth 
$200m were paid by Bofors to seal the deal, 
although it is not clear whom the money 
went to. A succession of disclosures in a 
daily newspaper, the Hindu, indicates that 
the government has misled parliament 
about the deal. 

This week the Hindu published ex- 
cerpts from a diary kept by Mr Martin 
Ardbo, the former head of Bofors. They 
seemingly disclose that the chief executive of 
one of three dummy companies that had re- 
ceived the Bofors bribes had met the “Сап- 
dhi Trust lawyer" in Geneva on July 21 
1987. Mr Gandhi immediately denied 
knowledge of any such trust. Some will be- 
lieve him, some will not. What no one now 
doubts is that the Bofors affair could end up 
costing him the election. 


Nixon, who has been visiting China, told 
the prime minister, Mr Li Peng, “The cul- 
tural, political and ideological differences 
between us, Mr Premier—you are a Chinese 
communist who believes in Leninist rule, 1 
am an American conservative who believes 
in capitalism and democracy—are too great 
to permit a common understanding of this 
tragedy.” 

But they are not so great that they blind 
the flag-wavers of communism and capital- 
ism to their interest in a partnership that 
gives both countries a counterweight to Rus- 
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That characteristic was 
October 31st. The Standing @ 
the National People's Congress 
missed Hongkong’s two leading Їй 
ticians, Mr Martin Lee and Mr Szé 
from the committee that is drafting 
kong's post-1997 constitution, the B 
Law. Their departure leaves 18 commi 
members from Hongkong and 33 fro 
China— just one short of the two-thirds ma- 
jority needed to approve the draft. 

Mr Lee and his colleague reacted to the 
bloodshed of June by forming the Hon; 
kong Alliance in Support of the Patriotic 





A hit by Nixon 
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sem weal 


«ton Classic... 
vorn wos/he Fifties. 


THE NENTURA 


Striking, elegant...sure to turn heads today just as it did in 1957 


2 dazzling Fifties. An epoctof brilliant деру Daring, 
futuristic marvels like van dertohe's soaring skyscrapers 
Dali's surrealism... Ferrari's Tétarossa... Hamilton's 
extraordinary Ventura. 


1957 The original Ventura. Tle first electric wristwatch. A stun- 
ning triangular anthracite dill, framed by gleaming yellow gold 
chevrons. Instantly acclaim as a classic. A true collector's item 
Valued today at $1000 or nore, if you can find one 


1989 A Ventura you can atquire. As striking as ever. Hand- 
assembled in the same Hamilton factory as the original. 
Authentic in every design detail. For state of the art accuracy, 
we've added a precision Swiss quartz movement 


Richly finished with 10 microns of 18kt yellow gold, dramatically 

accented with a brown, genuine lizard band. Engraved with 3 

initials of your choice. Individually serial-numbered and accom- 

panied by a certificate of authenticity. A superb value at $349* 

ace in convenient monthly installments. Exclusively from 
amilton Classics. 


CALL TOLL-FREE: 1-800-367-4534 


Phone orders shipped in 5-7 business days 
‘Plus $5.00 shipping/handling 


Hamilton Classics 
47 Richards Avenue 


Call Toll-Free: 1-800-367-4534 


Please ser 
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Democratic Movement in China, a grandi- 
ose name for what China regards as a 
counter-revolutionary conspiracy. Presum- 
ably they are now “subversives’’, even trai- 
tors, and liable to arrest if they set foot in 
China without first recanting. 

With China in this mood, it is hardly 
surprising that Hongkong's 5.7m people 
have little confidence in the future. When 
the consultation period for the latest draft of 
the Basic Law ended on October 31st, the 
people of Hongkong had sent in a mere 
6,300 submissions; a similar exercise last 
year produced 72,632. 

China, though, is becoming nervous it- 

. self The soldiers finally left Beijing's 
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Committee Кш Party's „5 eX 
ine the recent pet and dtaa golicy for the 
future, Mr Nixa, asked the obvious ques 
tions: "Shall China turn away from,great 
ness and consig itseí to the backwater of 
oppression and stapation? Or does it con 
tinue to venture forthign the open season a 
journey which may at times be rough but 
which leads to Progress and peace andjus 
tice for its people?" Unfortunately, the Chi: 
nese rarely listen to foreigners. 
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Pakistan 





And they call it confidence 


ISS BENAZIR BHUTTO has 

squeaked rather inelegantly through 
her most difficult test since she became 
prime minister of Pakistan 11 months ago. 
On November 1st she survived a vote of no 
confidence brought against her by the oppo- 
sition—but only just and, perhaps, only for 
the time being. 

The opposition mustered 107 votes in 
the 237-seat National Assembly, 12 short of 
the 119 it needed to force Miss Bhutto to 
step down. The result ensures the immedi- 
ate survival of her premiership but it does 
not end the political struggle. The leader of 
the opposition alliance, Mr Ghulam 
Mustapha Jatoi, said it would table further 
_ no-confidence motions until what he 

termed Miss Bhutto's “corrupt, inef- 
ficient and inept" government was 
forced out of office. Mr Jatoi, a former 
chieftain in Miss Bhutto's own party, 
was prime minister under the late 
President Zia ul Haq. 

The opposition thinks it has Miss 
Bhutto on the run. Her support is 
dwindling. She won 25 fewer votes 
this time than she got six months ago 
when her Pakistan People's party ta- 
bled a motion of confidence in her 
government. Miss Bhutto became 
prime minister last December on a 
wave of goodwill and a series of alli- 
ances between her party and a num- 
ber of small regional parties, notably 
the Mohajir National Movement 
(мом). But Miss Bhutto's blunders, 
not to mention her haughtiness and 
autocratic bent, have driven away 
many allies, even causing some disaf- 
fected People's party members to flirt 
with the opposition. 

Relying on alliances was always 
risky. The no-confidence vote was set 
in motion on October 23rd when the 
MQM, a party that represents the de- 
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scendants of Indians who fled to Pakistan at 
the time of partition in 1947, defected to the 
opposition; they claimed that Miss Bhutto 
had reneged on her promises to them. She 
survived the vote only because the ruling 
party's ranks mostly held and some indepen- 
dents rallied to her side. 

Once hailed as Pakistan's brightest 
hope, Miss Bhutto's short premiership has 
shattered many Pakistanis’ belief in democ- 
racy. She is not entirely to blame. Politics is 
so polarised that neither she nor the opposi- 
tion can gather a big enough majority to 
form a stable government. Miss Bhutto's en- 
ergies have been absorbed by power strug- 
gles with President Ghulam Ishaq Khan and 





I survived 
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To stop defections th 

their supporters into what Wa 
fective custody". Miss Bhutto 
spirited away to Swat, a northern Ж 
sort, the opposition's to the hill sta 
furree. The army had to be deployed 1 
mabad to ensure that all members of ра 
hment could reach the National Assembly 
Filding. 

Miss Bhutto wants to succeed. “It will be 
th solemn duty of myself and the demo- 
сгас government to live up to the expecta- 
tios and aspirations of the people," she 
said fter she won. To head off a revolt in 
her prty she promised a cabinet reshuffle to 
clear ut some of the unpopular ministers 
and avisers who surround her. She has 
called п. moderates in the opposition to 
join fores with her. But the instability is un- 
likely to away. And if the opposition does 
carry ot its threat to bring a series of no- 

cafidence motions, her government 
wi be paralysed. 

It may be some comfort to Miss 
Bhtto that the opposition is in an 
evet worse state to run the country 
tharher government is. The 11-раг 
oppdtion alliance is made up .. 
wild varying political tendencies 
агоц а core of Islamic fundamental- 
ism. Its divided on every issue except 
opposiion to Miss Bhutto. 

If nings do not calm down in the 
next fe; months, the president may 
dissolve parliament and call a new 
electionin the hope that somebody 
will get aclearer mandate. The danger 
is that the balance will not change but 
the conflct will worsen. 

For the moment the army is, un- 
derstandably, staying out of this 
snake-pit. Nobly, it says only that it 
will support the democratic process. 
If things get more chaotic, though, it 
might well be tempted to intervene. 
For the moment it is content to stay 
in the background and let the politi- 
cians do their worst—which, sad to 
say, is bad indeed. 





—— 


THE ECONOMIST NOVEMBER 4 1989 


Quality in Financial Services 


European Retail Finance for the 1990s 


STRIVING FOR SERVICE EXCELLENCE 


If you are a manager — in a High Street bank or building society — who 
strives to provide customers with quality products and service, then 
you'll know it is a rigorous process of researching customer 
expectations and delivering appropriate standards of service at the right 
price. 

This is often done under the umbrella of a company quality initiative — 
leading to a better organisational structure, more effective recruitment 
and training of staff, improved computer systems and committed 
management practices 

Quality in Financial Services — compiled by the PA Consulting 
Group and published by The Economist Publications — gives you a 
framework from which to devise and implement your own quality 


Customers demand the very highest standards 

1990s will be even more discerning. This report wi 

manual for the competitive financial services r 

on improving his or her organisation's approach t er sel 
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ORDER FORM 


Please send me 


copy(ies) of Quality in Financial Services 
European Retail Finance for the 1990s. 
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Company 


i Address 


programme. In 128 pages, the report analyses factors that are vital to 
quality management, including market research, personnel, products 
and strategies. It cites 24 case studies in 13 European countries and 
deals with: 


| Price: UK £150; North America US$278; Rest of World £1 | 
D Тепсіоѕе a cheque for £/US$_ 
To order by credit card, please telephone (01) 499 etwe im | 
and 5.30pm and ask for Subscriptions 
[1 Please proforma invoice me || 
Please send your order with remittance to 
The Economist Publications Limited 
40 Duke Street, London W1A 1DW i 
Tel: (01) 499 2278 Fax: (01) 499 9767 Гі 
Telex: 266353 K i 
US OFFICE 

? The Economist Newspaper Grou: | 


* researching the customers — to find out what level of quality of 
service they need and expect from their bank 
internal matters — how recruitment, training, internal "customer" 
relationships and remuneration structures can all help to promote 
higher standards 


monitoring and measurement of quality standards 


Economist 





computer systems development management Р.О. Box 302. Nashville, TN 37202 


Telephone in USA ex TN: 1 800 628 0677 Extn: 4 
Telephone in TN & Rest of World: 1 615 254 4624 
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At Park Hyatt” Washington, D.C., spacious suites provide 
generous amounts of both comfort and luxury. You'll appreciate 
wonderfully private master bedrooms, where rest and relaxation are assured. Magnificent marble 
bathrooms. And beautifully appointed living areas that make entertaining, as well as working, a pleasun 
A fact that can be attributed not only to sheer size, but to the thoughtful 
inclusion of two phone lines and a computer port. All of which is : "E^ : 
designed to make your stay at Park Hyatt an enormous success PARK HYATI 
For reservations, call toll free 1-800-922-PARK, or 202-789-1234. Where the exceptional is the rul 






WASHINGTON, D.C. 


PARK HYATT WASHINGTON, D ‹ 
THE WEST END 


* PARK HYATT SAN FRANCISCIO. + 
EMBARCADERO CENTER 


PARK HYATT CHICAGO 
MICHIGAN AVENUE 


* PARK HYATT SANTA MONICA + HYATT CARLTON TOWER (DON * THE HYATT HOTEL CANGE 
OPENING EARLY 1990 A PARK HYATT HOTEL ^ PARK HYATT H 





Park Hyatt encompasses hotels managed or operated by two separate companies ~ Hyatt Hotels Corp. and Hyatt International Corp. © 1989 Hyatt Corp 
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map, drawn by the French engineer Charles Joseph Minard 
9, portrays the losses suffered by Napoleon's army in the 
ipaign: of 1812. Beginning at the left on the Polish- 
der near the Niemen, the thick band at the top shows 
e army (422,000 men) as it invaded Russia in June 
> width of the band indicates the size of the army at each 
on. In September, the army reached Moscow, which was by 
sacked and deserted, with 100,000 men. The path of 


DWARD R. TUFTE 


“Required reading. E NEW YORK TIMES "Brilliant, beautiful examples." LOS ANGELES TIMES 


In the UK £22 postpaid: Graphics Press UK P.O. Box 8 Godalming Surrey GU7 3HB 
: Elsewhere US$36 postpaid: Graphics Press Box 430 Cheshire, Connecticut 06410 USA 


Napoleon's retreat from Moscow in the bitterly cold winter is 
depicted by the dark lower band, which is tied to a temperature 
scale (note how the path of retreating army and the temperature 
line move in parallel). The remains of the Grande Armée struggled 
out of Russia with only 10,000 men. Minard displayed six dimen- 
sions of data on the two-dimensional surface of the paper. It. may 
well be the best statistical graphic ever drawn. 


(Two-color poster, £7 postpaid or $12 postpaid.) 


‘he Visual Display of Quantitative Information 


“A truly splendid volume, so much care in its writing, illustration, typography, and 
production. It is among the best books you will ever see." DATAMATION 


“A touchstone of style for computer graphics. Beautifully illustrated.” PC COMPUTING . 








“One of the most elegant books ever published." NATIONAL REVIEW 


x PR baling, particularly marketing people attempting to influence and educate others, 
_ will never be satisfied with pedestrian graphs again." BUSINESS MARKETING 


“This beautifully e book is a lucid labor of love and a quietly passionate plea for the 
good and ethical design of information. Stunning, a classic." OPTICAL ENGINEERING 


"What more could you want?" MANAGEMENT ACCOUNTING 


250 illustrations, induding many of the most sophisticated and beautiful graphics, maps and charts 
ever drawn. Color, dothbound, exquisitely printed. Moneyback guarantee. 
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This year’s Mercedes 200-300 range 
is sporting a new attraction. 








Go on, just take a look. 

It's there in every curve, line and contour. The ne 
dynamic styling of the Mercedes 200-300 range. 

Exclusivity you can see — from the way the colour o 
the side mouldings contrasts with the car body to creat 
dramatic two-tone effect, right down to the cleverly matche 
optional hub caps. | 

Even the exterior mirrors are colour co-ordinated | 
discreet chrome strips surround the entire car adding а flas! 
of elegance. It's a fresh excitement that will appeal to tl 
eye of every discerning driver. 
The inside view 

True, the new 200-300 E are lavishly equipped car 
Each door is fitted with a real wood grain e The 
driver's seat has a more pronounced "bucket feeling 
full lateral support. All seats now have more vertical ап‹ 
horizontal flutings to give better cushioning and suppor 
Rear passengers enjoy individual-style comfort and improvi 
safety because the seat belts have an innovative automati 
height adjustment feature. 


Engineered to perform 

In these fuel conscious times, the top of the line 300 
model is powered by a 24 valve engine for optimun 
»erformance, with a surprisingly low energy consumptior 
fake it flat out on the open road, or on the city highway 
you'll have outstanding acceleration and control. 


Sportline individuality 

To add a further dimension of individual style and 
driving sensation, there are many factory fitted special 
components available, such as sports suspension and sport 
seating, just to name a few. 

So, experience the new Mercedes 200-300 range so 
and you'll discover why it has more than enough attract 
to make it a very desirable proposition indeed 
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“Take me to the Hilton?” 


The research was finished, the fact-finding done. Now he had 
an editor and a deadline to meet. He needed peace and quiet. 
Somewhere to work comfortably, with everything to hand. 
“Take me to the Hilton” There was simply nowhere else like it. 
Wherever his travels took him, he liked to make the Hilton his 
base. It combined friendliness and efficiency in a way no-one 
else seemed to. Sometimes his editor didn't understand him. 
At the Hilton, they always did. © For reservations 

at over 400 hotels, call your travel agent, amy ull н 
Hilton hotel or Hilton Reservations Worldwide. 
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Reform them, again 


A permanent cut in the. capital gairis tax could be good economics; a 


temporary cut is just bad politics 

OLITICIANS in democracies find it 

harder to talk sense about taxes than 
about any other subject. Inno other area 
of policy is there such a direct link be- 
tween speeches and votes. Taking this 
into account, the debate in Congress over 
the capital-gains tax has still been surpris- 
ingly inept. Intellectual honesty has been 
even scarcer than it was during the big 
tax-reform debates in. 1985 and 
1986—and that is saying a lot. 

Cutting  capital-gains tax from its 
present: maximum rate of 33% (the same 
rate. as applied to ordinary income) to 


20% for just two years, it has been 
` claimed, would raise tax revenues, not 


lower them, thus helping to cut the bud- 
get deficit. Not only that. It would also de- 
liver more investment, lower interest 
rates, less reliance on debt finance, a 
higher rate of national savings. Critics say 
it would lose revenue (making the budget 
deficit even harder to crack), hand a wind- 
fall to the rich, start to unravel the tax re- 
forms of 1986, and twist the tax system 
away from the "neutrality" beloved of 
economists. 

Of these claims, only one is sure to be 
true. À capital-gains tax cut would indeed 
give the rich a windfall by encouraging 
them to cash in any unrealised capital 
gains. For a while, tax receipts would al- 
most certainly rise; later, especially if the 
tax rate was raised again, there would be 
fewer asset sales than before, with tax re- 
ceipts to match. 

Supporters of the tax cut shrug inno- 
cently at any mention of the windfall; 
some even try to deny it. But their critics 
are equally unreliable. They think the 
windfall reason enough to rule out re- 
form. Few manage to swallów their anger 
at lower taxes for the rich and go on to 


discuss the idea on its broader merits. 

In fact, the case for reforming Ameri- 
ca’s capital-gains tax is strong. Although 
the present system taxes capital gains at 
the same rate as income, it is not neutral 
between the two. To approach neutrality, 
this rate would need to apply only to real 
gains (that is, to gains in excess of infla- 
tion) after deducting any losses. Britain’s 
capital-gains tax of 40% applies only to 
real gains; most other industrial countries, 
flinching at the difficulty of allowing for 
inflation, have set a lower tax rate for capi- 
tal gains instead. The first Treasury blue- 
print of the American tax reforms enacted 
in 1986 included inflation allowances for 
capital gains; this was dropped. 

On top of that, America's tax system, 
like most others, has a strong bias against 
savings. People save out of income which 
has already been taxed, but then also have 
to pay tax on the interest, dividends, or 
capital gains that their savings generate. 
When investing in equities, savers indi- 
rectly surrender. yet another slice to the 
taxman, because companies pay taxes on 
their profits. (In America, unlike in Brit- 
ain, there is no tax relief to offset this dou- 
ble taxation of profits and dividends.) So 
America's tax system not only favours 
consumption over saving, it also favours 
debt over equity in the financing of com- 
panies. This second bias is powerfully re- 
inforced by the tax-deductibility of inter- 
est payments. 

These defects explain why many econ- 
omists are unhappy with America’s 
present tax code, and why they do not 
wish to see all talk of further changes 
smothered for fear of spoiling the far- 
from-perfect 1986 reforms. 

A. permanent cut in the capital-gains 
tax, other things being equal, would ad- 








dress some of the anti-saving, anti-eduity 
distortions. It would also encourage inves 
tors to take risks, and thus provide a mort 
welcoming financial climate for small fase- 
growing companies. By doing that, i” 
might well broaden the wd base ап 

the long term as well as the short t 

raise overall revenues. Against this, 
lower capitakgains tax would invité 
avoidance through the use of ок tha 
disguise income as capital gains. The 196 
reforms closed many of the loopholes tha 
could have been used to this end, so 2 
lower capital-gains tax is now less of a gif 
to the tax-avoidance industry than it us 

to be. But a gift it still is. 

There is no case at all fora temporar 
cut. Far from shifting attention, tot 
long term, which should be the goal o 
tax reform that aims to promote. sa: 
and investment, it would shrink horizons 
toa once-and-for-all opportunity to cask 
in assets, Since the reforms would not 
expected to last, none of the supply-si 
advantages (more equity, less debt, mor 
saving, more. new ventures) would co 
through. 

The best solution to the acknowle 
defects of America's new tax code w 
be to undertake another radical reform 
and move towards taxes on income that i 
spent (an expenditure tax) instead ¢ 
taxes оп all income indiscriminately. 
expenditure tax has the great virtue of 
empting savings from the first cut о 
taxman's knife; later, when the say 
(together with any interest and capi 
gains they have generated) are spent, f 
are taxed like any other sort of sper 
income. 

That would be wonderful, but politi 
cally difficult. A second-best solution, pe 
haps easier to achieve, would be to le 
the capital-gains tax at its present rare bui 
apply it only to real gains, with full alic 





ance for losses. If, however, politics insists 
on a choice between the present syster 
with the present rate, or the present sy 
tem with a permanently lower rate, bette 
to cut regretfully than not at all. 





Democrats in the House of Representatives 
helped to pass a temporary two-year cut in 
the top rate from 28% (or in some cases 
3396) to 19.696. In the Senate as many as 56 
of the 100 senators are thought to favour a 
cut. But action is blocked because Senate 
rules demand a 60-vote majority to stop a 
filibuster. Mr Mitchell persuaded Demo- 
crats to back off from their pursuit of the 
capital-gains hare. So the running has fallen 
to Republican Senators Bob Packwood and 
William Roth. 

Under the Packwood-Roth plan the tax 
rate would fall permanently, and would be 
lower the longer the assets were held, going 
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down to 19,696 after a six-year period. The 
plan -proposes immediate: indexation to 
eliminate the tax on gains that are due solely 
to inflation. This means that the Packwood- 
Roth plan would cost money in the first five 
years, while the House plan is broadly reve- 
nue-neutral. To offset the cost, the two sena- 
tors propose a new type of individual-retire- 
ment account (IRA) that would offer tax 
relief not when the savings are made but 
when they are. withdrawn. Tax revenues 
would rise in the early years as existing IRA 
holders switch to the more generous “back- 
ended" kind, paying extra taxes on the 
way—though the eventual result would be 








big revenue losses in later years. 
Republican senators are now thea! 
ing to attach the Packwood-Roth schen 
every possible bill chat comes before 
They are already holding up Congress? 
package for Poland and Hungary. Thet 
chance, they believe, is the bill tora 
Treasury s debt limit, which must: 
creased by November 7th toavoid ad 
The debt limit. was actually hit on O 
3190, But the Treasury got round 
was vilified on Capitol Hill for its t 
giving senators an-extra week to lot 
the capital-gains tax cut. Even so itseem 
likely that they will get the 60 votes 
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IERICAN SURVEY = 
need this session. 
_ Mr Bush and his budget director, Mr 


R 


shat is known as “budget reconciliation", 


the capital-gains argument is making that in- 


in place. 

— True to form, all sides are treating this 
iear's budget shambles as an occasion to 
trumpet promises to act seriously in the fu- 
ure. Several senators have proposals that 
hey want to attach to the debt-limit bill 
hich would “improve” budget procedures. 
Ar Darman wants to apply Gramm- 
Rudman targets to actual spending, not just 
о prospective spending. Others want to en- 
hance the president's powers to impound 
hat is, refuse to spend) appropriations. Mr 
Bush himself wants to be given the "line- 
tem veto” which would enable him to chop 

ut the parts of a budget that he dislikes. 
Egged on by some dubious constitutional 
ing in the Wall Street Journal, his 
s are hinting that he might already 
line-item veto power and that they are 
king for a suitable occasion to test this. 
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Jering Sea rodeo 


: HOF GE. ALASKA 
JAMMERED by 50 mile-per-hour 
‘A winds, 30-foot waves and sub-freezing 
mperatures, the Bering Sea, home to bil- 
of fish, is one of the richest stretches of 
in the world. Until ten years ago only 
foreign fishing boats ventured into the 
an parts of these unwelcoming wa- 
merican boatmen despised the pol- 
k and other fish that lurk at the bottom 
he sea. But as stocks of glamorfin salmon 
é dwindled, American fishermen 
ccumbed to the lure of the ignoble pol- 
sk. That bug-eyed, 16-inch fish is a face 
has launched a thousand ships. 
lug 240-foot processing boats, costing 
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Hear, O Israel - 


OSES, says Mr Ted Turner, did 

not know about the ozone layer. 
So the king of cable television, in a 
speech last week to a convention of news- 
paper executives, updated the command- 
ments that the prophet carried down 
from the mountain on tablets of stone. 
The revised version takes into account 
the environment, nuclear weapons, over- 
population and internationalism. 

There is nothing so abrupt as "Thou 
shalt not...” in Mr Turner's "Ten vol- 
untary initiatives". The message is as be- 
nign as the movies that Mr Turner shows 
on his no-sex-or-violence network. The 
faithful are asked to promise “to treat all 
persons everywhere with dignity, respect 
and friendliness”, to help the unfortu- 
nate to "enjoy the benefits of a decent 
life including clean air" and to do as 
much "as possible" or "where practical" 
to avoid the use of toxic chemicals or 
other nasty polluting things. 

They are asked to promise to have no 

































more than two children "or no more 
than my nation suggests”. And to sup- 
port the United Nations in "'its efforts to 
collectively improve the condition of the 
planet”. Tut,tut: God's commandments 
may be a bit parochial but they did not 


split infinitives. 











$20m each, roam the sea, using sonar and 
sock-shaped trawl nets to reel in as much as 
40 tons a day of pollock, cod and other fish. 
The crew works a 16-hour day processing 
the fish into frozen fillets or fish paste. The 
total annual value of the catch is a whopping 
$2 billion. 

Left to its own devices, the fishing in- 
dustry might catch all the fish it could until 
the cupboard was bare. But the American 
government has intervened, limiting the an- 
nual Bering Sea harvest in an attempt to 
keep it off limits to foreign fishermen. 

Although there is now a limit on the to- 
tal catch each year, there is none on what an 
individual boat can collect. So fishermen are 
rushing to build boats and to make a kill- 
ing—but could well end up bankrupt in- 
stead, if the shutter comes down on them. 
The problem might be solved by auctioning 
licences or permits, each good for a set 
amount of fish. Fishermen holding a licence 
could then decide when to catch their share 
or, if they wished, they could sell their quota 


to another fisherman. But the very idea of 


individual quotas is anathema to fishermen, 
a fiercely independent lot who sometimes 
behave as if they would rather face eco- 
nomic ruin than regulation. 

An alternative to the quota system 
might be to handicap fishermen by restrict- 
ing the type of boats or nets that they can 
use. Or the bottom-of-the-sea-fish industry 
could follow the halibut industry in limiting 
fishing to a certain number of days each 
year. But the halibut “derby”’—just four 
days of fishing a year in American waters— 
creates a lot of headaches. For one thing, the 





halibut are so bashed about in the four-day 
free-for-all that they are almost useless to the 
consumer. 

Taxpayers are hard done by. Although 
the government spends millions of dollars 
each year on the North-Pacific fisheries, it 
virtually gives the fish away to anybody with 
a boat and a net. Timber and oil, like fish, 
are “common” resources—but forests or oil 
leases are sold at auction. The fisheries, by 
contrast, are locked in a Wild West tradition 
established decades ago. The sea—and its 
fish—are there for anybody who is bold 
enough to venture out from port. 
ly 


Farming 


Green land 


CONGRESSMEN will soon 
get down to their five-yearly 
discussion on how best to 
help the farmer. A new farm 
bill is due next year, setting 
the shape and and cost of 

ty subsidies that decide what 
American farmers grow far more than such 
old-fashioned considerations as wind, rain, 
sun and soil. 

Old hands, sniffing the political breeze, 
predict an environmental bill. The strongest 
gust so far has come from the National 
Academy of Sciences, a body often seen as 
industry's friend. In "Alternative Agricul- 
ture”, a report by the Nas's National Re- 
search Council published recently, it is ar- 
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has purchased newly issued stock of | 








Plant Genetics Systems N.V. 


Morgan Guaranty arranged this transaction, 








assisted in the negotiations, and acted as 


financial advisor to Japan Tobacco Inc. 
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Californians keep chemicals out of their fridges 


gued that the structure of farm support 
encourages farmers to stick to one crop, 
dousing it with chemical pesticides and 
fertilisers. As a result, water has become pol- 
luted, soils eroded and crops and animals 
more vulnerable to disease. Federal farm 
‘programmes, says the NAS, “have generally 
made a plentiful food supply a higher prior- 
ity than protection of the resource base”. 
Moreover the bad farming encouraged 
by subsidies might be inherently less eco- 
nomic than "alternative" agriculture which 
Loses fewer chemicals to kill pests and pro- 
mote growth. From a study of the small 
number of farmers using such techniques, 
the NAS argues that the wider adoption of 
ven alternatives would help both farmers 
d the environment. 
— As some 40% of net farm cash incomes 
ow through federal farm programmes, 
these have a huge effect on the crops that 
ers raise. The current pattern of farm 
jupport encourages specialisation in a few 
ps. Farmers who rotate their crops, as 
ir grandparents once did, are hit by a 
vision that pays support based on the av- 
acreage devoted to a particular crop 
er the previous five years. Deficiency pay- 
ments reward farmers who produce the 
nighest yields per acre, regardless of what 
heir efforts do to the environment. The 
rading system encourages farmers to grow 
etables that are good-looking rather than 
-tasting and beasts that are fatty rather 
‘than lean. 
1 Farmers have responded predictably. 
со 














ееп 40% and 45% of the American 

rn (maize) crop is now grown in continu- 
ous monoculture, planted on the same tired 
d year after year. Such farming generally 
needs more fertilisers, pesticides and herbi- 
cides than crops grown in rotation. Higher 
yields have been bought at the cost of vastly 
bigger bills for farm chemicals: the national 
- average cost of fertilisers and pesticides for 
corn production in 1986 was 55% of vari- 
able costs and 34% of total costs. In 1960 
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American farmers used 2.7m tons of nitro- 
gen; in 1981, they used 11.9m. And most of 
it was spread on crops of corn and wheat, 
which between them account for over half 
of all nitrogen fertiliser. 

Lots of these expensive chemicals are 
wasted. The NAS reckons that between 25% 
and 70% of nitrogen is absorbed by plants. 
Much of the rest ends up in rivers and lakes. 
One way “alternative” farmers save money 
is by applying fewer chemicals, and only 
when crops really need them. Another is by 
growing the crops best suited to their soil: 
not sowing corn on land best suited for pas- 
ture, for example. 

Already, alternative or organic agricul- 
ture has plenty of support from consumers. 
Frightened by the thought of all those chem- 
icals in their refrigerator, shoppers are in- 
creasingly willing to pay more for food 
grown without them. Five chains of Ameri- 
can and Canadian supermarkets have just 
promised to stop selling fruit and vegetables 
treated with cancer-causing pesticides by 
1995. Farmers, too, are scared: they tell pub- 
lic-opinion polls that they are more worried 
about chemicals seeping off their fields and 
into their water supplies than are their ur- 
ban neighbours. 

So the farm bill will look for ways to 
stop federal programmes penalising farmers 
who switch to alternative techniques or who 
rotate crops. The NAS also wants more gov- 
ernment money spent on research into alter- 
native farming. Agrobusiness, it points out, 
pays for much current research, but has lit- 
tle interest in telling farmers how to do with- 
out its products (although genetic engineer- 
ing may offer farmers short cuts to naturally 
pest-resistant plants). 

While next year’s farm bill may be the 
greenest yet, the last one, passed in 1985, 
also cast an eye in this direction. As of 1990, 
farmers who want to get federal support will 
need to produce an environmental plan. 
Nothing like bribery to turn farmers into 
conservationists. 
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Education 


Adult dunces 


NEW YORK 


оч delinquency is again exercising 
New Yorkers, but this time it is the 
grown-ups, not the children who stand ac- 
cused of anti-social behaviour. Hearings by a 
panel investigating corruption in the city’s 
schools have disclosed all sorts of horrors. 
At school districts in East Harlem and the 
Bronx itemised telephone accounts show 
the bills inflated by some curious staff calls: a 
lot of reverse charging and calls, costing as 
much as $35 a minute, to such “speciality” 
numbers as Dial-a-Hunk, the Sensuous 
Switchboard, the Man-to-Man Line, Sports 
Trivia and Ernie Luntati's Horoscope. 

These disclosures raised laughter as well 
as indignation. The shenanigans at a schoo! 
district in Queens are more serious. They 
have come to light because Mr Colman 
Genn, the school superintendent for the 
district, volunteered to be wired for sound. 
His recordings of conversations with mem- 
bers of the school board for the district, 
which includes Howard Beach, the Rocka- 
ways and Ozone Park, show to what an ex- 
tent racism and cronyism dictate hiring deci- 
sions. 

In a conversation with Mr Genn, the 
leader of the most powerful faction on the 
school board is caught saying he would per- 
mit the appointment of a black as deputy 
school superintendent only if a "pliable" 
candidate could be found: "I can't have a 
Mau Mau. I don't need nobody political." 
The same school-board member was un- 
happy about the number of Jewish teachers., 
complaining that the schools were "hiring 
out of the synagogue”. Mr Genn told the 
anticorruption hearings that he was re- 
quired to create 50 “unnecessary” patrons 
age jobs. 

These are not isolated incidents. Half 
the city’s school boards are currently under 
investigation by lawyers, police ог 
auditors. This is just the sort of thing that 
New York hoped to curb when in 1969 its 
school system was split up into 32 quasi-in- 
dependent local districts. The reformers ar- 
gued that decentralisation was essential to 
make the schools—nearly 1m pupils taught 
by about 60,000 teachers—accountable to 
local districts and parents. 

What sounded sensible in theory has 
failed in practice. Only about 6% of the elec- 
torate bothers to vote in the election of 
school boards. Political cliques have found it 
easy to win enough votes to gain control of a 
school district and so control of a budget of 
up to $150m a year. Some have looted the 
money; other have hired staff on the basis of 
bigotry rather than ability. Either way, the 
schoolchildren are the losers. 
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INTERNATIONAL 


Well, that was a short peace 


FROM OUR CENTRAL AMERICA CORRESPONDENT 


ICARAGUA’S stately progress from 
contra war to peaceful election came to 
an abrupt halt on November Ist. In a speech 
broadcast simultaneously on all of Mana- 
gua's radio stations, President Daniel Or- 
tega announced that his Sandinist govern- 
ment was ending the 19-month-old 
-^1sefire and sending his soldiers on 
offensive against the contra rebels. 
~The fate of the free election he had 
promised Nicaraguans for next Feb- 
ruary now depended “оп the Yankee 
president and the Yankee Congress". 
The Yankees’ first reaction was 
bafflement. Mr George Bush came to 
office believing that the cause of the 
Nicaraguan contras, so dear to Mr 
Ronald Reagan’s heart, had already 
been lost. In eight years of war the 
contras failed to topple the 
Sandinists. In February 1988 the 
American Congress stopped paying 
for their guns and ammunition. Since 
the ceasefire took effect a month 
later, most of the rebels have stayed 
inside their miserable camps in the 
Honduran jungle. A final humiliation 
came in August, when five Central 
American presidents made an agree- 
ment to demobilise the contras if the 
^ ndinists promised that February's 
‘ction would be a fair one. 

That might have been the end of 
the story. The Sandinists were keep- 
ing their part of the bargain, by let- 
ting Nicaragua’s opposition parties 
mount a vigorous election campaign. 
The one untidiness—the fact that vir- 
tually nothing was being done to demobilise 
the contras in Honduras—did not look too 
worrying while the ceasefire was holding. 

But was it? The first hint that things 
were awry came at a birthday party—last 
week’s 100th birthday of democracy in 
Costa Rica. For 15 of the Americas’ leaders 
in attendance, it was all smiles and pats on 
the back. Costa Rica’s Mr Oscar Arias was 
congratulated for organising the jamboree; 
Canada’s Mr Brian Mulroney for agreeing 
at last to join the Organisation of American 
States (see box on next page); Mr Bush 
for—well, for beating Argentina’s President 
Carlos Menem at tennis. 

But then in walked a 16th man— "a lit- 
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And I was going to abstain 


tle man”, according to Mr Bush—in an ol- 
ive green uniform with a red and black ban- 
dana round his neck. Mr Bush was 


confused. What was this “boy scout” doing 
at such an event? Actually, the “unwanted 
animal at a garden party” (Mr Bush again) 





was none other than Mr Ortega. His pres- 
ence ensured that the United States would 
not agree to any formal declarations at the 
summit, but that did not seem to bother the 
Nicaraguan president. He had brought a 
bombshell with him to Costa Rica. 

He dropped it on October 27th, by 
threatening to end the ceasefire because of 
“continuing violations’ by the contras. 
Four days later the United States Senate re- 
sponded with a unanimous resolution 
which called this threat “totally 
unjustified . . . and a serious threat to peace 
and regional stability.” Yet at that point it 
was not yet certain that Mr Ortega really 
meant to resume the war. Immediately after 


his fiery talk in Costa Rica, he had appeared 
to back off. Sandinist officials sought advice 
on the political risks of ending the ceasefire; 
they even asked foreign journalists for their 
opinions. The journalists detected the usual 
split between President Ortega and his 
brother Humberto, the more hawkish de 
fence minister. 

If so, the split did not last. President Or 
tega's radio speech on November Ist crack- 
led with passionate attacks on the United 
States for continuing to support the contras 
(though the only American aid the contras 
now receive is non-military). He claimed 
that 1,500 contras had crossed the 
border from Honduras over the past 
three weeks, raising contra numbers 
inside Nicaragua to 6,000 on the 
rebels’ own admission. “We are weep- 
ing with rage and indignation”, he 
said, "because we have made such ef- 
forts for peace, such efforts for jus- 
tice, such efforts for democracy and 
the economy." 

Mr Bush's reaction to the end of 
the ceasefire was more subdued. His 
spokesman said of Mr Ortega that “it 
is obvious that he's afraid of the bal- 
lot box," but refused to speculate 
about the renewal of military aid to 
the contras. By stressing how out of 
line with the drift of history Mr Or- 
tega is, the president hopes to make 
other countries put pressure on Mr 
Ortega not to abandon the August 


himself. The last thing Mr Bush 
wants is to get bogged down in a bat- 
tle for contra aid with Congress. 

Not that Congress is likely to 
blame the administration for Mr Or- 
tega's tantrum. Much has changed in 
Washington. By pursuing the diplo- 
matic route and abandoning Mr Rea- 
gan's contra obsession, Mr Bush has 
shifted the blame for a failure of the 
peace process to the Sandinists. Congress is 
happy with this line: according to one cone 
gressman, only an invasion of Honduras 
would provoke a vote for military aid. There 
is no point in giving Mr Ortega a further ex 
cuse not to hold elections. 

All of which leaves a mystery. What, ex- 
actly, are the Sandinists so angry about? Mr 
Ortega seems genuinely frustrated by the 
lack of any progress towards the promised 
disbanding of the contra army in Honduras. 
According to the Sandinists, contra fighters 
have killed 700 people during the 19 
months of the ceasefire, with 65 of the 
killings in the past month alone. One singu- 
larly nasty attack—the murder of an elec- 
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agreement rather than having to act; 
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INTERNATIONAL 





FROM OUR CANADA CORRESPONDENT 


OR a clubbable people who like to 
belong to international bodies, Ca- 
nadians have been slow to join the Orga- 
nisation of American States. When their 
prime minister, Mr Brian Mulroney, 
promised in Costa Rica last week that 
Canada would now take the plunge, the 
assembled Latin American leaders were 
jubilant. Back home, some Canadian 
commentators were shaking their heads 
sadly. 

The reasons for Latin joy and Cana- 
dian caution are the same: the probabil- 
ity that Canada will have to differ pub- 
licly, even prominently, from the United 
States in some hemispheric showdown. 
The Canadian doomsayers pointed to 
times when America tried to undermine 
left-wing governments in Guatemala and 
Nicaragua. This week's renewal of the 
contra war in Nicaragua brings the pros- 
pect of a Canadian-American collision 
uncomfortably closer. 















Small Canadian identity crisis 








Another criticism is that the OAS is so 
famously ineffective that Canada could 
help Latin American countries just as 
well without joining it. The oas enthusi- 
asts have an answer: if the organisation is 
moribund, all the more reason to try to 
breathe some life into it. From Winston 
Churchill onwards, the idea of strong re- 
gional institutions to share the peace- 
keeping and development work of the 
United Nations has seemed a pillar 
worth building. 

As usual, Mr Mulroney has domestic 
political reasons, too. Joining the OAS 
can be presented as a counterbalancing 
move to the free-trade agreement he 
signed a year ago with the United States 
(even though some critics suggest he 
made his pitch in Costa Rica at Mr 
George Bush’s prompting). It will be ap- 
plauded most in his native Quebec, 
whose connections with Latin America 
have been Canada’s strongest. 

















































tion official and three other people in a rural 
co-operative in southern Nicaragua—came 
on the very eve of Mr Ortega's decision on 
the ceasefire. But the small number of 
contras who are fighting on inside Nicara- 
gua are almost certainly freelancers. Had he 
ordered his troops to attack, quipped Colo- 
nel Enrique Bermudez, the contras’ military 
chief in Honduras, they would probably 
have sent back a curt demand for bullets 


By renewing the war, the Sandinists may 
_ revive the contras’ hopes, however unrealis- 
tic, of a rescue from the United States. Some 
- contra leaders can hardly believe their luck. 
But the most damaging result of Mr Orte- 
ga’s actions is likely to be felt inside Nicara- 
gua. With fighting again in progress, the 
- Sandinists may have ended their chances of 
holding an election next February that out- 
siders would see as fair—and so their 
chances of a normal relationship with a 
- world that is passing them by. 





| Chile 
A long goodbye 


FROM OUR SPECIAL CORRESPONDENT IN SANTIAGO 


AILORS stopped cutting such beautiful 
pale-cream uniforms when the grand old 

. cinemas fired their doormen. The Chilean 
+ dictator wears his with style and pride; but 
at the age of 73 his voice is croaking, his eyes 

. 8 bit blurred. The ungrateful people to 
whom he rashly gave back the vote used it in 











a referendum to deny him a continued term 
in office. Chile votes on December 14th for 
a new president (and for the Senate and 
Congress too). General Augusto Pinochet is 
not a candidate. So he has fixed up a new 
job for himself. 

On March 15 1990, when the general 
hands over as president and commander-in- 
chief of the armed forces, he will start work 
as commander of the army. He has written a 
law giving himself eight years in the post. 
Then he will be 81, and thinking about 
retirement. 

General Pinochet looks just what he is: 
an old-fashioned Rhinelander with a trim 
moustache and a short fuse. Chile's middle- 
class ladies adore him. He is clearly attached 
to his wife: as they inspect a new clinic for 
the television cameras, he puts his First Lady 
ahead of him round corners, and wrinkles 
his eyes at the nurses. He believes in hard 
work, family and country. 

To his critics he is less benign. The Ro- 
man Catholic defenders of Chileans’ hu- 
man rights have a well-documented list of 
some 5,000 cases of murder, torture and the 
"disappearance" of suspects at the hands of 
his agents since he overthrew the govern- 
ment of Salvador Allende in 1973. The list 
of lesser crimes is at least 20 times as long. 
Many of the victims were communists. 
Many more were democratic politicians and, 
especially, trade unionists. 

In the Allende government's final year 
public spending rose by a third, and real 
wages crashed to a quarter of the level they 
were at when Allende took office. In the 
year after the general took over, public 
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spending fell by a third, and for the follow- 
ing six years government income was higher 
than government spending. Real wages rose 
steadily until the early 1980s. 

Then came Latin America's decade of 
economic failure—except in Chile. Today 
Chile's exports are booming, the foreign 
debt is shrinking, most state companies 
have been sold off, banks notch up record 
profits. Unemployment is falling fast. Wel- 
fare payments are targeted to those who 
need them most. [n a country the price of 
whose main hard-currency earner, copper, 
crashed through the floor, GDP per head 
nonetheless rose slightly this decade; practi- 
cally everywhere else in Latin America it de- 
clined drastically. 

It should be a good record to campaign 
on for one free-marketeer who wants to fol- 
low the general. Mr Herman Büchi is just 40, 
has a hair-style like a ski instructor and 
wears orange-and-blue anoraks for identif- 
cation at political rallies. He worked for 1 
years under General Pinochet, latterly as 
minister of the economy. He refuses to dis- 
cuss political murder. Instead he promises 
1m new jobs in three years and 115,000 new 
houses a year, all by state planning. But he 
does not look convinced by his own prom- 
ises, and given his anti-state record, nor do 
most of his audience. 

The Catholic church disapproves of Mr 
Büchi's private life (a divorce) and of his ret- 
icence about state terrorism. (Nobody says 
he is a murderer, only that he served a mur- 
derous regime.) He seems embarrassed by 
the game of politics. Yet the game may drag 
on. There are three candidates—the third 
being a billionaire with no coherent argu- 
ments who rates about 1096 in the opinion 
polls. If none of the three receives more than 
half the votes cast on December 13th, the 





Best-show-in-town Pinochet 
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top two will compete in a second round. 

The almost certain winner is Mr 
Patricio Aylwin, at the head of a coalition of 
17 parties (four and a half of which are sig- 
nificant). Mr Aylwin is 71, white-haired, 
firm but friendly, and wears leather elbow 
patches on his new tweed jackets—in other 
words, an anglophile. He wrote, says one of 
his admirers, the best book on commercial 
arbitration in Chile, which equips him to 
keep the balance among the parties that 
back him. But as a local wit remarked: “Un- 
der Pinochet, the economists ruined the le- 
gal system. Let’s hope that this lawyer does 
not wreck the economy". 

Mr Aylwin is a Christian Democrat, a 
man of the centre-left. He and his closest ad- 
visers hanker for a fairer, gentler society. 
They want trade-union rights restored, the 
lowest incomes raised, and slightly heavier 
taxes on personal incomes. But they swear 
that they have learned from the past. Gen- 

al Pinochet’s macroeconomic policies 
were right and must continue, they realisti- 
cally insist—and anyway next year's budget 
cannot be changed. 

In contrast, many Chileans hanker for 
the old days of a more open public purse. Mr 
Aylwin, the arbitration expert, will have to 
keep the balance. The new Senate will prob- 
ably have a conservative majority, because 
the electoral system was devised to ensure 
that. In Congress, though, the parties of the 
centre-left coalition will be strong, each with 
its own interests to push. Fiscal rectitude 
may not be their main aim. 

Some of Chile's likely new rulers have 
been in prison, many in exile; a few are sur- 
vivors from the ill-starred Allende govern- 
ment. Their instincts tell them to pass laws 
to make the poor richer, and to insist on tri- 
als for men from the Pinochet regime—in- 
cluding its chief, in his uniform. Their rea- 
son, though, tells them to go slow, to 

reserve the solid foundations they will in- 

erit. Along with his prudent good-will, Mr 
Aylwin will need luck (a high price for cop- 
per would be nice) and the guts to stick to 
sound economics. With all three, Chile 
could be in for happy days. 





Namibia 
Just a little local 
difficulty 


XCEPT for a disastrous start last April, 

when guerrillas of the South West Af- 
rica People's Organisation broke the rules 
by invading the north, the United Nations' 
plan for Namibia's transition to indepen- 
dence has worked fairly well. That invasion 
resulted in hundreds of the SWAPO infiltra- 
tors being killed and the South Africans, 
whose army occupies the former German 
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And not a gun in sight 


colony illegally, landing for once on the 
right side of the argument. SWAPO, it was as- 
sumed, had thereupon learnt its lesson and 
decided to coast peacefully to its expected 
victory in the five-day independence elec- 
tion which is due to get under way on No- 
vember 7th. 

All the more surprising, therefore, was 
the sudden allegation of a new SWAPO inva- 
sion made by Mr “Pik” Botha on the after- 
noon of November 1st. The South African 
foreign minister said that messages passed 
between units of the UN's Transitional As- 
sistance Group (UNTAG) in Namibia showed 
that large numbers of SWAPO guerrillas were 
once again crossing illegally into Namibia 
from Angola. Mr Botha said he had been in 
touch with the UN secretary-general, and 
with the ambassadors of five western gov- 
ernments, to urge them to act. “If this threat 
cannot be removed.” he added, “then obvi- 
ously there cannot be free and fair elections. 
We will not sit back and see this territory 
taken over at the point of a gun.” 

The 1,500 South African soldiers still in 
Namibia are confined to their bases, but 
have been put on alert as a result of the al- 
leged incursion. The unanswered question, 
a day after Mr Botha’s announcement, was 
whether the incursion had really taken 
place. SWAPO's  secretary-general, Mr 
Andimba Toivo ja Toivo, said that Mr 
Botha's claims were untrue, and that SWAPO 
had disbanded its military command. 

Mr Botha says that 600 guerrillas 
crossed over the border between October 
23rd and 31st. But spokesmen at the UNTAG 
headquarters in Windhoek said categori- 
cally that they had no evidence of SWAPO 
border crossings, or of the movement's 
fighters massing across the border in An- 
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gola, and that the internal UN1 
which Mr Botha claimed to 
cepted looked like crude fakes 

Namibia is a vast, under-populated ter 
ritory in which it is simply not possible to 
monitor every movement of armed men 
across the border. It may take time for the 
truth to emerge. But if, as the UN appears to 
believe, there has indeed been no border 
crossing by SWAPO, what explains Mr 
Botha's tantrum? South Africa's enemies in 
Namibia accuse it of trying to sabotage an 
election which it knows that SWAPO would 
otherwise win. lt is also possible that Mr Bo- 
tha is the victim of disinformation planted 
by white Namibians desperate for their for- 
eign protectors to stay. Either way, the last 
minute drama seems likely to help SWAPO at 
the polls—provided, of course, that the elec- 
tion is allowed to go ahead. 
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The other pebbles on the beach 


'ROM OUR SOUTH AFRICA CORRESPONDENT 


"THE African National Congress, South 
A Africa's white leaders have taken to say- 
ing, “is not the only pebble on the beach”. 
On October 29th the ANC proved that it is 
at least the biggest pebble, when a crowd of 
70,000 jubilant supporters crammed into a 
Soccer stadium on the outskirts of Soweto. 
Inside, Mr Walter Sisulu, the most promi- 
nent of the organisation's heroes to be re- 
eased after decades of imprisonment, de- 
manded an election in which all South 
Africans could vote for a constituent assem- 
bly. He showed unruffled confidence in the 
ability of the ANC, still banned after 29 
years, to emerge as the dominant force after 
any free election. 

_ He is probably right. Yet the ANC knows 
that it is far from being the only organisa- 
tion with a strong hold on black loyalty. As 
continues its return from the shadows, it 
soon have to decide how to manage its 
tions with three strongish rivals. They 
are Inkatha, the predominantly Zulu move- 
nent headed by Mr Mangosuthu Buthelezi; 
the Pan-Africanist Congress, whose ailing 
president, Mr Zephania Mothopeng, was re- 

from jail a year ago; and the black 
iousness movement, which Steve Biko 
bounded during a hiatus in the 1960s, when 
he ANC and the rAC were outlawed and 
their leaders jailed or driven into exile. 

The ties in need of most urgent repair 
re the ones with the Inkatha. The ANC lead- 
tship in exile enjoyed good relations with 
ikatha when the Zulu movement was 

ormed in 1975. But from 1980 onwards the 
tions started to fall out. For the past 

Inkatha loyalists and pro-ANC men 
he United Democratic Front and the 


;ongress of South African Trade Unions 
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franchised, Su with their feet 


have been killing each other in a series of 
vicious fights in Zulu-speaking Natal. 

This battle has a fratricidal dimension. 
Inkatha's colours of black, green and gold 
are the same as the ANC's. Like the congress, 
it claims to believe in a united, democratic 
and non-racial South Africa. The difference 
is that Inkatha is pro-capitalist and deeply 
suspicious of the prominent role of commu- 
nists in the ANC. The congress, conversely, 
is not ashamed to profess socialism and re- 
mains fiercely loyal to its allies in the South 
African Communist party. 

Mr Buthelezi believes in ending apart- 
heid peacefully. He is an outspoken enemy 
of sanctions against South Africa. But he 
also sees Inkatha as the heir of the ANC as it 
used to be, before it was outlawed in 1960 
and took what he regards as a disastrous de- 
cision to adopt a strategy of armed struggle. 
His lieutenants accuse the “external mission 
of the ANC" of trying to hijack Inkatha for 
its own purposes. They say the ANC’s hostil- 
ity to Inkatha springs from their move- 
ment’s vigorous defence of its 
independence. 

The congress's president, Mr Oliver 
Tambo, tells a different story. The ANC, he 
says, was involved in the decision to revive 
Inkatha in 1975 (the original Inkatha was 
founded in 1922 by the Zulu monarch, King 
Solomon ka Dinizulu) in the hope of estab- 
lishing a mass democratic organisation in 
South Africa. Mr Buthelezi, he alleges, 
dressed Inkatha in the ANC's clothes in or- 
der to win the loyalty of many pro-ANC 
Zulus, but went on to turn the organisation 
into a pulpit for himself. 

Mr Buthelezi claims that Inkatha's 1m 
members make it the “strongest and most 





powerful liberation organisation ever built 
in South Africa”. That is an exaggeration. 
Critics say that many people in KwaZulu, 
the “homeland” of which Mr Buthelezi is 
chief minister, are forced to join Inkatha 
against their will. If anything, the movement 
has lost momentum in recent years. It is in- 
creasingly challenged on its home turf in Na- 
tal and has not held a rally in Soweto—the 
country's biggest black township—since 
1986. On that occasion, Mr Buthelezi had to 
be protected by armed policemen. 

Like Inkatha, the Pan-Africanist Con- 
gress also has roots in the ANC. Its leaders 
boast that they remain truer to the black na- 
tionalist tradition the ANC stood for in its 
early years. In their view, the struggle in 
South Africa is one in which native blacks 
are ranged against white settlers; not, as the 
modern ANC claims, a class struggle in which 
black and white can unite against the same 
oppressors. The PAC's view is neatly encap- 
sulated in the slogan of its guerrillas: “Onc 
bullet, one settler; one settler, one bullet.” 

Until recently, the РАС was relatively 
weak. Although it has lately shown signs of 
new energy—it launched a Pan-Africanist 
student organisation at the end of Octo- 
ber—its popularity lags far behind the 
ANC’s. So does support for the black con- 
sciousness movement. When Steve Biko 
founded the movement in the late 1960s 
and early 1970s he hoped it would emerge as 
а "third force" bridging the gap between the 
ANC and the pac. At the time of Biko's 
death in detention in 1977, it was winning 
the allegiance of young blacks at the expense 
of both the older groups. Since then its in- 
fluence has waned. 

South Africa's white government un- 
doubtedly prefers Inkatha; Mr Buthelezi is 
the pebble least likely to stick in its throat. 
But he has never fallen into the trap of pre- 
senting Inkatha as a substitute for the ANC, 
or himself as as a stand-in for the ANC' 
jailed leader, Mr Nelson Mandela. After las 
week's show at the soccer stadium, his insis- 
tence on working with rather than against 
the ANC will grow stronger. There is new 
talk of a truce between the two groups in 
Natal. In his search for pebbles, President 
F.W. de Klerk may find only the beach. 


_———а 





Israel and America 


A case of friendly 
fallout 


|е PRINCIPLE they аге still the best of 
friends. But even its fans have to admit 
that the alliance between Israel and America 
has seen better times. In mid-November Is- 
rael’s prime minister, Mr Yitzhak Shamir, 
plans to visit America to give a speech to a 
Jewish audience in Cincinatti. President 
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Morgan Guaranty initiated this transaction, 
assisted in the negotiations, and 
acted as financial advisor to 
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_ Shamir and Bush frowning, not waving 


би БЫ 


Bush's advisers have hinted that he may be 
_ гоо busy just then to invite Mr Shamir to 
` рор into Washington for a chat. 


Every filing clerk in the State Depart- 


ment knows exactly what this unfriendliness 
- is all about: Mr Shamir has not clearly ac- 
cepted Mr James Baker's five-point plan on 
_ how to get Israeli-Palestinian peace talks un- 
_ der way, and Mr Baker is understandably 
cross. But it is the merest coincidence, the 

- Americans keep saying, that they are sud- 
- denly cross with Israel for a whole lot of 
_ other reasons as well. 











One such reason has to do with 
arms supplies. Until very recently the 
American side was sounding defen- 
sive over a planned sale of 315 
Abrams tanks to Saudi Arabia. Dur- 
ing the past week it has been Israel’s 
turn to be put on the spot. NBC televi- 
sion claims to have discovered that Is- 
rael has been helping South Africa to 
build a ballistic missile, in return for 
supplies of enriched uranium. Mr 
Yitzhak Rabin, the Israeli defence 
minister, calls the story, which is said 
to be based on a document from the 
Central Intelligence Agency, “totally 
baseless”. Mr Bush was more circum- 
spect. He said only that the story would 
"complicate" relations with Israel if it 
turned out to be true. 

Where Israeli nuclear matters are con- 
cerned, the United States has for many years 
been an accomplished turner of the blind 
eye. Israel’s possession of a large atomic arse- 
nal has not stopped successive administra- 
tions from strengthening military collabora- 
tion with the Jewish state. Many Israeli 
politicians therefore take a sceptical view of 
the current flap. The Americans, they say, 
have dragged the nuclear (and South Afri- 


олы сеа STIS Баа оа тж 


can) skeleton out of the closet mainly in the 
hope of rattling Israel into talking to the Pal- 
estine Liberation Organisation. 

This time, the Israeli sceptics appear to 
be wrong. The missiles-to-South Africa 
story is thought to have been leaked by the 
Defence Department, in order to block a 
controversial sale of two supercomputers to 
Israel. The State Department, while angry 
about Israel’s stance on the Palestinians, 
happened to be in favour of selling the com- 
puters, so probably had nothing to do with 
the leak. Even so, the quarrel shows how 
easily an administration that loses patience 
with Israel can influence the climate of opin- 
ion in Washington. 

In recent weeks, many of the 95 senators 
who declared last May that they supported 
Mr Shamir's offer of elections in the Israeli- 
occupied West Bank and Gaza have begun 
to ask how honestly the offer was made. Mr 
Shamir could dispel their doubts at a strot- 
by accepting America’s five-point plan, E 


| 


not without sacrificing a principle dear to” 


his heart: Israel’s right not to talk to any Pal- 
estinians connected with the PLO. It may 
take more than a lonely November in 
Cincinatti to turn him round. 








The Lebanese in Africa 


FROM A CORRESPONDENT IN DAKAR 


AN UNWELCOME spotlight is being 
thrown on the 250,000 Lebanese res- 
idents of West Africa. On September 
19th a DC-10 passenger jet belonging to a 
French airline, UTA, blew up in mid-air on 
its way to Paris after stops in Congo and 
Chad. The explosion, which killed 171 
passengers and crew, may have been 
caused by a bomb. One theory is that a 
Shia Muslim terrorist network is operat- 
ing among Lebanese traders in Africa. 
The Lebanese, who emigrated to Af- 
rica many years ago to escape war and fi- 
nancial ruin in their own country, are un- 
derstandably indignant. The last thing 
they want is to jeopardise their position by 


` importing Lebanon's quarrels to Africa. 


“Only a madman would blow up his own 
home," says Sheikh Abdul Monem Zein, 
the spiritual leader of the local Shias. 
Their homeland has become a distant 
memory for many of West Africa’s Leba- 
nese. The first migrants arrived at the end 
of the nineteenth century, courtesy of 
France, which felt the need of “intermedi- 
aries” between itself and the Africans. 
The early arrivals were traders, whose 
families still run many of the wholesale 
businesses in Dakar and Abidjan. Most 
are well integrated. Unlike European set- 
tlers, they speak the local languages and 
tend to buy land rather than rent villas. 





58 


Many of the third and fourth generations 
have become doctors, lawyers or chemists. 

The oldest group, about 20,000 
strong, is in Senegal. Its commercial dis- 
trict in Dakar, the capital, forms a cordon 
sanitaire between the African medina and 
the posh “plateau” quarter, which is dom- 
inated by government buildings. In the 
Ivory Coast, a Lebanese population of 
perhaps 20,000 in 1974 has grown tenfold 
thanks to new refugees from the fighting 
in Beirut. About 10,000 live in Sierra Le- 
one (birthplace of Mr Nabih Berri, leader 
of the Lebanese Shias’ Amal militia) and a 
similar number in Liberia. 

The Lebanese feel most at home in 
francophone countries. Мапу carry 
French passports as well as African and 
Lebanese ones. Family, clan and religious 
ties with Lebanon endure, One trader 
whose family has lived in Senegal for gen- 
erations took his newborn son to Beirut 
for this year’s summer holidays, joking: 
“He should know what bombs sound 
like." There is also traffic in the other di- 
rection. Observers wonder whether the 
lithe young men relaxing in Ivorian cloth 
bazaars or on Senegalese beaches are 
really fighters on rest and recreation, 

Sheikh Zein says not. But networks of 
power and influence certainly exist along 
the Paris-Beirut-West Africa triangle. The 





sheikh acknowledges that he has been in- 
volved, at France’s request, in negotia- 
tions to free French hostages in Lebanon. 
On one occasion he personally delivered 
two hostages to French officials at Beirut’s 
Summerland hotel. However, he adds 
tantalisingly and without giving details, 
“the French government did not keep its 
side of the deal". Even in Africa, it can be 
difficult to escape from the fires that burn 
back home. 


Now they’re pointing at Lebanese 
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t. Mr Felipe Gonzalez, the Spanish 
e minister, called an early general elec- 
on in the hope that Spain's admirable eco- 
nomic growth since 1986 would help his So- 
cialist party keep the comfortable control of 
parliament it has held during its seven years 
in power. Had he delayed the vote another 
w months, Mr Gonzalez calculated, the 
7 need for tighter economic policies 
could have cost him his majority. He 
nearly lost it anyway. But unless a re- 
count overturns the preliminary re- 
sult, he has scraped through by the 
narrowest possible margin. 

The Socialists got a nasty fright 
after polling ended on October 
29th. Projections based on a partial 
count showed them falling short of 
the 176 seats in the Congress of 
Deputies they needed to govern 
without help from one of the opposi- 
tion parties. In fact, the all-but-final 
count of the remaining votes gave 
the Socialists enough to win them 
exactly 176 seats. The last of these, 
in Barcelona, was won by a margin 
of just 57 votes. 

Still, the result confirmed the 
Socialists as the dominant party in 
“pain. It also taught them a useful 

_ ssson about the limits of their domi- 
nance. The party has moved to the 
right and stolen ground from the 
conservative opposition. Now it is 
clear that the Socialists’ room for fu- 
ture manoeuvre is rather restricted. 
Any further move to the right will 
cost them more votes on their left, 
and any retreat towards the left risks 
losing middle-of-the-road voters to 
the conservative People’s party, 
which has gained in stature in this 
election. 

The biggest damage to the Socialists last 
Sunday was done by Mr Julio Anguita’s 
communist-dominated United Left. It 
gained almost exactly the 4.5% of the vote 
which the Socialists lost. Although the Peo- 
ple’s party, the main right-wing group, won 
a slightly lower share of the vote than it had 
three years earlier, it did far better than the 
polls had forecast; it even captured an extra 
seat. Since its young candidate for prime 
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minister, Mr Jose Maria Aznar, was not cho- 
sen for the job until after the election was 
called, this was an impressive performance. 
His campaign—during which the party's 
leader, Mr Manuel Fraga, took a back seat— 
offered the first glimpse of а modern- 
minded Spanish right, free at last of links to 
the days of Franco's dictatorship. 

Many Spaniards will not be convinced 


Only just, Gonzalez 
Seats in Spain's Congress of Deputies after election in: 1989* (1986) 


Total seats: 350 


Socialists 176 (184) 





that these conservatives are a modern demo- 
cratic force until Mr Fraga is properly out of 
the way: his record as a minister under 
Franco remains the biggest handicap for the 
People’s party. Conveniently, regional elec- 
tions are due to be held in his native Galicia 
in December. If his party does as well there 
as it did last Sunday, he will get the job he 
has always professed to want: head of Gali- 
cia’s regional government. 


| او نق ل‎ ee P PR RD ET 


The People's party also stands to gain 
from the dismal showing of Mr Adolfo 
Suarez’s Democratic and Social Centre, 
which dropped five seats to 14. Mr Suarez 
was post-Franco Spain's first democrat 
prime minister, and would love to have thi 
job again; but after Sunday's vote he - 
scarcely looks like a credible candidate. So, 
more than before, the People's party is the 
only serious alternative on the right. 

How will the Socialists react to the ero- 
sion of their support? The message of the 
vote is that the complaints against the gov- 
ernment are serious. The Socialists 
been accused of becoming arrogant, of mis- 
managing social services and of failing to do 
enough to spread the benefits of Spain's. 
growing wealth. Will the rebuke at. 
the polls make the Socialists change - 
their ways? Д 

Don't bank on it. However slim 
their majority, the Socialists have 
apparently won the right to govern 
without relying on anyone else (and 
even if the recount drops them just — 
below a majority, the opposition is 
so fragmented that the Socialists can 
count on governing without giving. 
away much). Their belief in putting. 
economic growth first has been - 
strengthened over the years, and 
they know from experience that 
growth is much easier to achieve 
without the encumbrance of costly - 
welfare programmes. 

Socialist strategists will note the — 
convenient timetable for the next — 
general election, due in 1993. In | 
1992 Spain is to be treated toa ` 
round of partying the like of which — 
has not been seen іп a European - 
country in modern times: a world 
fair in Seville, the summer Olympic - 











tions to mark the 500th anniversary 
of Columbus's discovery of Amer- _ 
ica. The government hopes to bask — 
in the glory of these celebrations. - 
Whatever they do meanwhile, some 
Socialists reckon they can count on 
being returned to power so long as 
they make a success of 1992. 
So they are unlikely to change course — 
sharply: no more than a touch on the rudder 
to steer them away from the rocks. One idea 
leaked to the press was an immediate in- 
crease in pensions to put the lowest on a par 
with the minimum wage. But that was in the 
Socialists' manifesto in any case. Come to 
think of it, it was in their 1986 and 1982 
manifestoes as well. 
ЕР 
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LTHOUGH Britain took a tiny step to- 
wards EMU on Thursday (see page 45), 
it is in one respect still alone. While British 
politicians scrap over sterling's full partici- 
pation in the European Monetary System, 
he rest of the Community is arguing over 
he speed of progress towards monetary 
inion. Both Mr Jacques Delors, the presi- 
nt of the European Commission, and 
resident Francois Mitterrand of France ar- 
ue that the Community must hurry along 
owards EMU in order to secure a united 
Western Europe as Eastern Europe breaks 
ip. They want next month's Strasbourg 
summit to set a date for an inter-govern- 
mental conference to begin in the autumn of 
990, with a view to amending the EC's 
‘Rome treaty before 1993. 

Most EC countries are prepared to fol- 
low these two Frenchmen. But in West Ger- 
nany Mr Karl Otto Póhl, the president of 
‘Bundesbank, and Mr Theo Waigel, the 
nance minister, reckon that December is 
soon to fix dates. Holland agrees. This 
ves Britain allies in its bid to delay EMU. 
The crucial question is which side the 
st German chancellor, Mr Helmut Kohl, 



































Britain alone in resisting the rush to economic and monetary union 
MU) for the European Community? Our Brussels correspondent went to 
West Germany and Holland to find out 


will back. He is still wavering. Even if he fol- 
lows the caution of his finance minister 
rather than the enthusiasm of his foreign 
minister, Mr Hans-Dietrich Genscher, the 
French could still muster the simple major- 
ity vote among the summiteers in Stras- 
bourg that is needed to call an inter-govern- 
mental conference. But because of the clout 
of the D-mark, the French might hesitate to 
proceed without West German support. 

The Dutch, and. Messrs Pöhl and 
Waigel, oppose Mr Delors's rush towards 
EMU for three reasons. First, there is a lot of 
work still to be done on the Delors plan's 
“phase one" for EMU: everybody fully in the 
European Monetary System and removal of 
remaining exchange controls. France and It- 
aly have yet to remove their last exchange 
controls (but see page 102). And the single- 
market programme must be completed. The 
go-slow camp believes the Community 
should not attempt to define the later 
phases of EMU until it has learnt from the 
experience of the first one. 

Second, speeding up would risk the cre- 
ation of a two-tier Community. Holland and 
some West Germans are prepared to wait 
several years for Britain to.com- 
mit itself to EMU. But they hope 
the inter-governmental confer- 
ence will lead to treaty arnend- 
ments that would allow laggards 
to join EMU later. Treaty amend- 
ments need unanimous ap- 
proval, so if Britain opposed 
them the others might well re- 
sort to creating a separate EMU 
treaty among themselves. Brit- 
ain would then no longer be a 
full member of the Community. 

Third, the inter-govern- 
mental conference could fail if 
member-states fixed its dates 
before they had reached agree- 
ment on the sort of EMU they 
want. They are a long way from 
that. Little thought, for exam- 
ple, has gone into the structure 
of the proposed new European 
central bank. Should big coun- 
tries have more members on its 
board? Should decisions be by 
simple or qualified majority? 

The West Germans and the 
Dutch will insist that the Euro- 
pean bank be as free from politi- 
cal control—hence from poli- 
cies liable to boost inflation—as 
their own central banks. French 





















the Dutch and West С 
that many EC members, 
thought through the imph, So 
Should the limits be quantitative (the | 
deficit must not exceed, say, 3% of»! 
GDP) or qualitative (let the finance 
ministers decide what- is excessive)! | 
How should the rules be enforced? | 
When they start to imagine headlines | 
like "Brussels fines government for | 
refusing to close schools", some 
members’ enthusiasm for budgetary | 
controls may wane. 

But even the cautious Dutch, and 
the German finance ministry, main- 
| tain that budgetary harmonisation is 
| necessary. They fear that if Italy, for 
| example, borrowed a lot, the rest of 
| the Community might be penalised 
| by higher interest rates. (Italian off 
| 


























cials are among the keenest propo- | 
nents of budgetary centralisation, see- | 
ing it as a way of reducing Italy’s 








budget deficit, which amounts to 






| 11% of Gop). Excessive borrowing | 
| would provoke instability and could | 
| | 







shake the union apart. The West Ger- 
man and Dutch governments believe, 
that markets cannot be trusted to dis- 
cipline members’ borrowing through | 
differential interest. rates: markets 
would never believe that a member- 
state would be allowed to go bust. 

Britain does have one powerful 
ally in the argument against central 
budgetary rules: Mr Karl Otto Pohl, 
president of the Bundesbank. He sees 
them as politically unfeasible. What is 
needed is, he says, is "parallelism"— | 
meaning countries following similar | 
objectives and performances. - The 
market, Mr Pöhl trusts, is the. best 
regulator. 






































































ministers at first argued for political control; 
recently French officials have. reassured 
their West German counterparts that they 
accept the concept of independence. But the 
Dutch and West. Germans. ро further and 
demand that the various national central 
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Yon building new institutions. Mrs 
tcher would say amen to that. 

Mr Genscher’s foreign ministry shares 
none of this caution. It accepts the Delors 
line that the upheaval in Eastern Europe 
makes faster EC integration essential. Other- 









wise, non-Germans would be frightened by 
the prospect of German reunification. The 
foreign ministry is concerned at the number 
of West Germans who argue that a reunited 
Germany would not need to be so tied up 
with the Community; it hopes that setting 
dates for EMU would anchor West Germany 
to the West. 

Mr Kohl has just over a month to work 
out West Germany's position at Strasbourg. 
The best guess in Bonn is that he will lean in 
Mr Genscher's direction. The plan now be- 
ing discussed by his officials runs as follows. 
After Strasbourg, a set of working groups 
would be set up to examine in detail the 
long-term questions raised by EMU. The in- 
ter-governmental conference would start in 
autumn 1990 with a review of this prepara- 
tory work. Only in 1991 would the confer- 








\ Soviet Union 


-4NO dollars, can't travel 


FROM OUR MOSCOW CORRESPONDENT 


From Russia with roubles 


OVIET citizens wanting to travel abroad 

have a lot to go through. First you need 
an invitation from someone who will pay 
your expenses. Otherwise you cannot go. 
(Not as hard as it seems: package-tour oper- 
ators, relatives and business contacts can all 
issue the necessary invitation.) Then you fill 
in a form at the local visa office, where they 
will either stamp your ordinary passport if 
you are going to a communist country, or 
sell you a special foreign passport if you are 
going to the West. Next, you collect a visa 
from the country you want to visit, buy your 
200 roubles-worth of foreign exchange at 
the state bank, and purchase your ticket 
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from the state airline, Aeroflot. 

Simple? Certainly far simpler than in 
the bad old days, when you might be refused 
a visa on the ground that local Communist- 
party officials had not been notified of the 
reasons for your divorce, or because you 
wanted to go on holiday with your wife and 
kids (officials were afraid that families which 
roam together defect together). Passports 
were valid for one trip and had to be handed 
in on your return home. 

Most of these restrictions have now 
been swept away. Almost anyone who asks 
for a visa gets it (only 0.296 are refused). 
Passports are valid for five years and do not 


EUROPE 


ence begin work on rewriting the Rome 
treaty. (Conveniently, the West German 
election due at the end of 1990 would by 
then be out of the way, so Mr Koh! would be 
spared the embarrassment of the far-right 
Republicans attacking him for selling out 
sovereignty and the D-mark.) If the confer 
ence went well it could be over by the end of 
1991, as the French would like. But accord- 
ing to the plan being prepared by his offi- 
cials, Mr Kohl would refuse to back the 
French in their insisten 
for the end ot the confer 

Despite all the 
likely that a year from now ar 





n jennite date 





lifficulties appears 


nter-govern- 


mental conference will be starting, and that 
in the mid-1990s the EC's array of institu- 
tions will take on a new look—with or with- 
out Britain’s participation 

ЕЈ 
have to be handed in after each trip. The 


Supreme Soviet is considering allowing mul- 
tiple-exit visas (though those who apply for 
them will still be asking for permission to 
leave their own country) and doing away 
with the need for an invitation 

In the first six months of this year, |. 2m 
people applied for exit visas, nearly as many 
as travelled abroad in the whole of 1988. 
That year just over 1m ventured abroad as 
tourists and another 800,000 on business 
Nearly 9096 went t ymmunist countries 
(Hungary was a favourite). Remember that 
1.8m represents only 0.596 of the popula: 
tion. All the same it is a vast 
the xenophobic 1970s 

But Soviet laws are one thing, Soviet 
facts another. Four тай 
remain: 
@ New passports cost 2( 
month's average salary 
ө Embassies in Moscow have been 
whelmed by the flood o 
American embassy gets 300 
day for tourist visas атк 
people wanting to travel on bus 
can take up to a month to come t 
@ That 200 roubles-worth of hard 
used to amount t tidy $320 
month's devaluation, it is worth $3 he 
bank seems to be allowin 
to $200, but that : STS 
@ Aeroflot says it has increas 
ot its passer D 5S t I 
year. Given 
travellers has more than doubled, the result 
is that the waiting time for a ti 
York is 13 mont! he waiting time for à 
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train ticket to rragut 


increase Over 
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roubles (almost а 
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tne elite who \ ady tra rhe i 


majority of have t vn 


Hell, no, we won't join 


FROM OUR MOSCOW CORRESPONDENT 


OMPARE the crowds demonstrating 

for change today in the Soviet 
Union with those of six months ago in 
China. In the Soviet Union, protesters 
come from all ages; in China, they were 
overwhelmingly young. Why does the So- 
viet Union not have a student protest 
movement? 

The answer until now has been: the 
Komsomol. This is the youth wing of the 
Communist party. Membership was once 
virtually obligatory for ambitious young- 


| sters between the ages of 14 and 30. The 


Komsomol’s job is to organise students to 
support the government, not oppose it. It 
used to be immensely powerful. At Mos- 


{ cow State University, class of 1953, the 


Komsomol president was Mr Anatoly 
Lukyanov, now vice-president of the So- 
viet Union; his deputy was the man who is 
now his boss, one M.S. Gorbachev. 
These days the Komsomol, like the 
that spawned it, is in trouble. Mem- 
rship has fallen by 11m in the past five 
years, by 4m in the past 12 months. That 
brings the total down to 32m—still a large 
proportion of 14-to-30-year-olds. But in 
Lithuania, a republic frequently at the 
forefront of change, the local Komsomol 
has declared itself independent from the 


ism-Leninism in favour of “guaranteeing 
freedom of conscience for members” and 
called for Lithuania to become a nuclear- 
free zone. 

With the Komsomol's influence de- 
clining, university politics is slowly reviv- 
ing. At the Institute of the Food Industry 
(one of the many higher-educational 
establishments run by ministries), stu- 
dents have organised themselves into an 
association which, among other things, 
distributes grants and complains about 
housing (in one lodging, there are 750 stu- 
dents and one shower). It now wants to set 
itself up as a private laundry-and-dry- 
cleaning business. 

Would-be student radicals have yet to 
throw up leaders of their own. Meanwhile 
they look to the anti-establishment radi- 
cals in the new parliament—Mr Andrei 
Sakharov, Mr Yuri Afanasiev, Mr Boris 
Yeltsin—as one model for their activism. 
Another is the burgeoning green move- 
ment (see pages 25-28). A third is that 
great symbol of America's student protest 
movement of the 1960s: draft-dodging. 

This spring in Georgia, 1,500 young 
men called up for military service said hell, 
no, we won't go; some started a hunger 
strike. The protest fizzled out. But the 
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pan-Soviet organisation, rejected Marx- idea is catching on. This autumn in Azer- Who cares about the Komsomol? 











come to blows themselves. 

Never in its 35-year history has the War- 
saw pact been so divided. Last week's meet- 
ing was odd enough, with the Polish seat oc- 
cupied by that country's recently installed 
and distinctly non-communist foreign min- 
ister, Mr Krzysztof Skubiszewski. But it also 
followed leaks from the Poles that Roma- 
nia's boss, Mr Nicolae Ceausescu, had can- 
vassed support last summer for an armed in- 
tervention to halt the "counter-revolution" 
brewing in Poland. At the time the Poles 
were treading warily towards their first 
mostly non-communist government in 40 
years. It was Mr Mikhail Gorbachev who sat 
on the Romanian idea. The point was un- 
derlined in last week’s communiqué. 


Polish and Hungarian reforms have giv- 
en Mr Ceausescu a funny turn. Once the 
bugbear of the Soviet general staff (and the 
darling of the West) for refusing calls to in- 
crease defence spending, banning Warsaw- 
pact manoeuvres on its soil and demanding 
greater glasnost in military affairs, Romani- 
is now the odd-hardliner-out again. It i 
pointedly refusing to cut defence spending, 
just when all its allies are happily following 
the Soviet lead by reducing defence budgets, 
demobilising soldiers and decommissioning 
tanks and aircraft. 

Perhaps that has something to do with 
Romania's dispute with Hungary over Mr 
Ceausescu's treatment of the Hungarian mi- 
nority in Romania. Hungarian officials note, 
somewhat nervously, that it would be folly 
to come to blows over the issue. Mr 
Ceausescu, for his part, blithely told the 
Hungarian party boss last year, apropos of 
nothing in particular, that Romania has the 
capacity to produce nuclear weapons. 

Caught between the Poles and Hungar- 
ians, who are rapidly de-communising, and 
the Romanians, who are re-Stalinising, the 
pact is having an understandably hard time 
papering over its differences. There may be 
worse to come. Mr Gorbachev has let it be 
known that he can live with most things in 


| One of the basic preconditions for shaping a 
secure, peaceful and indivisible Europe lies in 
the preservation of the right of each and every 

. people to self-determination and to the free 

. choice of its social, political and economic path 

i: of development without external intervention. 


Eu be unbearably ponderous to read, 
_ A but the communiqué issued on October 
27th by the Warsaw pact's foreign ministers 
at their meeting in Warsaw reveals a revolu- 
-tion of sorts. Earlier in the same week, the 
Soviet foreign-ministry spokesman, Mr 
. Gennady Gerasimov, had used a snappier 
phrase for Russia's attitude to Eastern Eu- (ith 
. rope: the "Sinatra doctrine" (they can do it e : 
their way, he explained). For once neither 
the foreign ministers nor Mr Gerasimov 
seemed preoccupied by what the West has 
called “the Brezhnev doctrine”. This is Rus- 
sia's claimed right to send its army into East- 
ern Europe to "preserve socialism’’—as it 
did in 1953, 1956 (twice), 1968 and would 
have done in 1981 had the Polish army not 
done the job instead. These days the grow- 
ing worry is that the East Europeans might 
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Local difficulties 


The ground shook under 
Margaret Thatcher’s pre- 
miership. Sir Geoffrey Howe 
cautioned her not to try shelv- 
ing full membership of the Eu- 
ropean monetary system indef- 
initely. Her backbenchers 
called her to account. Nigel 
Lawson astounded the Com- 

| mons by telling of along and . 
bitter feud over exchange-rate 


policy. 


Mr Lawson’s.exit was a gift to 
several ministers. John Major 
“became chancellor, Douglas 
Hurd foreign secretary, David © | 
Waddington home secretary, 
Timothy Renton chief whip. 
Several junior ministers 
moved up a notch. Nothing’ - 
like a row to give Buggins his- `- 
turn. М 


City of London pundits held 
their breath for acollapse in 
sterling and the stockmarket 
in Mr Lawson’s wake. The day 
after his resignation they fell 
12% and 47 points respec- 
tively—and then steadied. 


Transport secretary Cecil 
Parkinson denied as “totally 
without foundation” rumours 
that he might have been in- 
volved in insider share 
dealing. 





A group of home owners have 
issued writs against a devel- 
oper in London’s docklands 
for failing to tell them they 
would have to share their new 
estate with council tenants. 
Noisy children, dirty dogs, lit- 
ter and vandals have reduced 


Horrors 
~ A blind, deaf, spastic girl died 
> of “natural causes” amid 





their quality of life, they claim. 












BUT PRIMEMINSTER, 
“WERE ALL AGREED, 
YOUR POSITION 15 

UNASSAILABLE ! | 















rubbish, rotting food and ап} 
mal droppings, said a coroner. 
Her GP, social worker and 


~ community nurse had each re- 


lied on others to act. The cor- 
oner urged a review of the 


Mental Health Act. 


|. The IRA apologised for 
shooting dead a six-month-old 
baby in Germany, but not for 
killing her father, an RAF cor- 


poral. 








As traditional illnesses re- 
cede, some modern ones are 
advancing. 


Ambulance drivers stepped 
up their industrial action, re- 
fusing to handle non-emer- 
gency work. The health ser- 
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vice management threatened 
to withold pay from those who 
did not work full duties; and 
have the army on standby. 


Awkward squads 


Neil Kinnock reshuffled his 
shadow cabinet, expanding 
it to include three additional 
women. Margaret Beckett 
moved to shadow chief secre- 


‚ tary of the Treasury, replacing 


Gordon Brown. He again 
topped the shadow cabinet 
poll and was promoted to _ 
trade and industry spokes- 
man. Bryan Gould became 
environment spokesman. 


Anglican priests could face 
hard times. High-church op- 
ponents of the ordination of 
women began to plot finan- 
cial sanctions against offend- - 


` ing dioceses. Those dioceses 


may tespond by slashing 


priests’ pay. 


Up to one-third of the 90,000 
remaining jobs in the coal in- 
dustry could go when electric- 
ity is privatised, said a leaked 
cabinet memorandum—unless 
power stations continue to 
buy overpriced British coal. 


Britain was again outnum- 
bered 11 to one in Europe 
when Norman Fowler, the em- 
ployment secretary, opposed 













the draft social charter of 
workers’ rights ata meeting ini 
Brussels. The anti-Eutocrat 
Bruges Group warned а 
a document imposing: 

vague notions as “а decent 


a £1,000 voucher to buy voe 
tional training. Any em 
ployer wanting to hire 16-1 
year-olds would have to offe 
training programme that 
wanted to buy. 


















| 
Half those sent to prison for. 


"life" 12 years ago are 
out—either free, deac 









One of the favourit 
at Royal Ascot in 19 
nobbled by an ultr 

beam creating aloud | 
its ears, fired froma 00 
pair of binoculars in the 
stands. The sniper owned u 
as part of his defence in 
against drug charges; he only 

wanted to wind up the hook 

ies, guv. | 
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Eastern Europe, so long as the communist 
party is not completely excluded from power 
and so long as nothing is done to upset the 
strategic balance between East and West. 
The difficulty is that Hungary's Socialists 
(alias communists) look like doing less well 
in next year's election than had 
assumed; they may indeed find themselves 
in opposition. What is more, the issue of 
Hungarian neutrality has not yet surfaced. 

Which brings the discussion back, as Mr 
Ceausescu apparently thinks only right and 
proper, to Brezhnev rather than Sinatra. 
"We respect the Hungarian choice," said 
Mr Nikolai Shishlin, a Soviet party spokes- 
man, in an interview on American television 
on October 29th—although, as he pointed 
out perhaps a little too hastily, Hungary has 
not actually asked to leave the pact. Mr 
Shishlin's party superior, Mr Valentin Fa- 
lin, head of the party's international depart- 
ment, put it more bluntly: “There can be no 
talk of neutrality at this point.” 

What would Mr Gorbachev do if Hun- 
gary did decide to leave the Warsaw pact? 
The foreign ministers' communiqué o 
no real answer. After all, the original treaty 
setting up the pact commits the signatories 
to respect the "independence and sover- 
eignty of the others" and to “non-interfer- 
ence in their internal affairs". That did 
nothing to stop the earlier Soviet interven- 
tions. According to Mr Yevgeny Primakov, 
a junior member of Mr Gorbachev's Polit- 
buro, under the new rules Soviet troops can- 
not be sent into other peoples' countries 
without close consultation with parliament. 
But would even Mr Gorbachev put that to a 
vote! 





Czechoslovakia 
Schweik’s way 


FROM OUR PRAGUE CORRESPONDENT 


T FIRST sight, Czechoslovakia looks 
the most natural candidate for a suc- 
cessful transition from communism to de- 
mocracy. The Czechs are tolerant and 
highly educated. Unlike the Poles or Hun- 
garians, they have a real democratic past. 
And they showed in the suppressed Prague 
Spring of 1968 that they want reform. Yet 
Czechoslovakia is in the dwindling band of 
reform-resistant countries, where the unflat- 
tering company includes Vietnam, Cuba 
and Romania. Why? 

By comparison with the masses taking 
to the streets throughout East Germany— 
300,000 in Leipzig on Monday, other big 
demos in Schwerin, Halle, Cottbus and 
Karl-Marx-Stadt—protest in Czechoslo- 
vakia looks wimpish. On a generous esti- 
mate, some 10,000 people demonstrated in 
Калы on October 28th, the anniversary of 

the founding of pre-communist Czechoslo- 
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Showing who's бой} їп Pru 


vakia; the police had little trouble shooing 
them away. Czechoslovaks certainly have 
plenty to complain about: their rusting 
economy, horrendous pollution, dictatorial 
politics. But so far the leaders installed after 
the Soviet-led crackdown in 1968 have man- 
aged to keep people quiet. 

One reason is that Czechoslovakia's 
Communists, in contrast to their East Ger- 


| Dinarmite 


FROM OUR SPECIAL CORRESPONDENT IN YUGOSLAVIA 


SLAVIA is not yet in the Latin 
American league, but it is heading 
that way. Inflation was running at an an- 
nual rate of 1,200% in September, and is 
likely to go up to 1,60096 by the end of 
the year. The poor suffer most. In Zagreb 
more than 5,000 households have given 
up the use of electricity because they can- 
not afford to pay the bills. 

Better-off Yugoslavs hedge against in- 
flation by buying D-marks on the black 
(but officially tolerated) market as soon 
as they get paid, then changing them 

into di as the money is 
needed—though by now many services 
are commonly paid for in D-marks any- 
way. Normally, the black-market rate has 
been 5-1096 over the official one. Now 
the premium has shot up to 2096, be- 
cause of rumours of imminent devalua- 
tion. Not surprisingly, one of the most 
listened-to radio broadcasts is a short 
rate-of-exchange spot at 3.55 each after- 
noon, which gives the official rate for the 
next 24 hours. (The rate on November 
n 77,251 dinars for £1 and 49,032 for 
1; 

The growing sense of the dinar’s 
surreality is heightened by Yugoslavs' 
habit of ignoring the 1965 monetary re- 
form, which replaced 100 old dinars for 
one new dinar. They still calculate in old 
dinars. So today you can hear people say- 

ing: "Here is a million dinars change,” or 






















man comrades, have managed to give $01 
semblance of change. They responded to! 
Gorbachev fairly quickly by e | 
Mr Gustav Husak with a younger b 
equally conservative leader, Mr Milos Ja 
They improved the strained relations witl 
the Catholic church and made it und is 
ier to travel to the West (almost 2 boc 
who can afford it can now go). Freer tr: 
has not led to a mass exodus of the sort E; 
Germany has experienced, because 
no "West Czechoslovakia" giving 
slovaks automatic citizenship in the | 
All this, coupled with relatively comfort 
living conditions that mask the econom 
serious long-term difficulties, blunts popul 
impatience. I 
But the Czechs (unlike the Poles, for 
ample) are not an impatient people atv m 
The caricature in Jaroslav Hasek's “б 
Soldier Schweik"—long on wily ti timidity, 
short on initiative and nerve in 
true. All the more so because of the abs 
through post-1968 emigration or г poli ce 
sterilisation, of almost a whole ge ona 
potential reformers. Czechs are better ; 
grumbling than agitating. And in the barn 
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“Ап egg costs a million now.” 

Yugoslavs are fed up, but there is as 
yet little serious social unrest. True, the 
number of strikes is increasing: in the 
first half of this year about 400,000 work- 
ers downed tools—as many as in the 
whole of 1988. But strikes usually end 
soon with a cave-in by the management. | 
Printing money is still considered less - 
risky than a factory bankruptcy. 5 

Besides, egalitarian-minded Yugo- 
slavs do not get too upset by their slide 
into poverty so long as most other people 
are sliding into it too. This is bad 
for Yugoslavia’s Thatcherites, including 
the federal prime minister, Mr Ante 
Markovic, who believes it is more impor- 
tant to encourage the successful than to 
worry about the unsuccessful. But as yet 
Mr Markovic has not found the cour- 
age—or the clout—to introduce a seri- 
ous anti-inflation plan. 
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the Communist party it is hard to 
any would-be Gorbachevs. 

few people in Prague now believe 
fashioned communist rule can sur- 
When visa-free travel from East Ger- 
was restored on November 2nd, thou- 
of East Germans poured across and 
for the West German embassy in 
e. This gives Czechoslovaks a fresh re- 
er of the upheaval elsewhere in Eastern 
Europe. They trust, patiently, in the “dom- 
еу". that sooner ог later serious re- 
or m must topple on to Czechoslovakia too. 


Hungary 
Countdown to 
ма 


MOUR BUDAPEST CORRESPONDENT 


D ) 'Y Hungarian politicians. As ordinary 
Х folk relax for Christmas and celebrate 
year, at least half a dozen would-be 
ts will be holding rallies and kissing 
in Eastern Europe's first fully demo- 
ection in 40 years. By a decision of 
iment this week, the voters will choose 
ident of the new Hungarian Repub- 
two rounds, on January 7th and 14th. 
maybe they won't. Parliament also 
that Hungarians must first go to the 
November 26th to decide whether 
| perme election should take place at 
referendum, promoted by two op- 
groups, will determine whether the 
ent will be picked directly by the vot- 
s, or by the next parliament, which itself 
e freely elected. 
pite the uncertainty, and the 
of a ruined Christmas, politicians 
і sides are queueing up to try their 
¢ Mr Imre Pozsgay, until recently the hot 
rite, is the candidate of the new Social- 
‚ the successor to the officially ex- 
(but still breathing) communist party. 
r leading Socialist reformer, Mr 
as Szuros, who is rather enjoying the 
acting president, has declared himself 
to run if enough people press him to 
Mr Kalman Kulesar, the reformist jus- 
minister, has decided not to join the 
y party, but he has been nominated by its 
a body, the Patriotic People’s Front. 
biggest op 2 ыч; the Demo- 
Forum, is Mr Lajos Fur, a his- 
: and the mee a are field- 
| Mr Sandor Racz, chairman of the 
dapes Workers’ Committees (which re- 
the invading Russians in 1956). 
ce the presidential race is out of the 
or scuppered by the referendum— 
Hungarians must brace themselves for a 
general election within 90 days. It looks as if 
Easter will be ruined too. 
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Holland 


Unclogged 


FROM OUR AMSTERDAM CORRESPONDENT 


ESS than two months after its election on 
September 6th—speedy work by Dutch 
standards—Holland has agreed on a new 
government. The cabinet is likely to be 
sworn in next week. Mr Ruud Lubbers re- 
mains prime minister, several of his cabinet 
ministers are staying with him and his 
Christian Democratic party is still the senior 
coalition partner. So what will be new? 

The political slant, for one thing. The 
Christian Democrats have leaned left to em- 
brace the Socialists in a ruling coalition, af- 
ter tilting to the right with the Liberals since 
1982. More attention will be paid to the 
environment and the welfare state, less to 
cutting taxes and the budget deficit. Fresh 
government spending on new policy be- 
tween 1990 and 1994 is expected to amount 
to a modest 4.6 billion guilders ($2.2 bil- 
lion). That will be financed with higher 





СНАУ, 
taxes and welfare premiums. 

Perhaps the most significant change is 
the departure of Mr Onno Ruding as fi- 
nance minister and his replacement by Mr 
Wim Kok, the Socialist leader, who will also 
be deputy prime minister. Mr Ruding is well 
known outside Holland as the chairman of 
the IMF's main policy-making board, and his 
no-nonsense policies cleanéd up Holland’s 
finances and led to economic recovery. But 
he wants out because of what he sees as the 
lack of fiscal discipline in the new coalition’s 
governing accord. Filling Mr Ruding’s shoes 
would be tough for the most seasoned politi- 
cian. It will be especially hard for Mr Kok, a 
trade unionist who has been in politics for 
less than four years and has no experience of 
running public finances. 

More women seem set to grace the 14- 
member cabinet than ever before: two, com- 
pared with just one in the outgoing coali- 
tion. Mr Kok had promised there would be 
four women in the cabinet, but the Chri: 
tian Democrats did not believe in sexist ~ 
quotas. 








Home thoughts about abroad 


FROM OUR BRUSSELS CORRESPONDENT 


AST decade it was fashionable to help 
the third world. Oil power in the 
hands of a group of developing countries 
also made it prudent for the European 
Community to do its bit for north-south 
co-operation. The Lomé trade-and-aid 
convention between the Community 
and a group of poor African, Caribbean 
and Pacific (ACP) countries set an exam- 
ple for others. No longer. 

After 30 years of helping their former 
colonies with only modest results, the 
Community members have lost their en- 
thusiasm. The OPEC cartel is a shadow of 
its former self. The ACP countries, short 
of products the Community really wants 
to buy, have little leverage 
on their own. Small wonder 
then that the Community is 
offering few concessions in 
the negotiations over re- 
newal of the Lomé Conven- 
tion, which runs out in 
February. 

The talks broke down 
on October 30th. The 66 
ACP countries were dis- 
pleased with the Communi- 
ty's proposed trade conces- 
sions, particularly for farm 
exports, and with the 
amount of financial aid on 
offer. That aid is unlikely to 
be much more than 10 bil- 


| lion ecus ($11.2 billion) 





over five years, compared with the 15.5 
billion ecus sought by the ACP countries 
and 7.5 billion under the present con- 
vention. Despite their displeasure, the 
ACP countries will probably end up ac- 
cepting what they are offered. 

"The Community's stinginess is also 
influenced by two things happening 
much closer to where charity begins. 
One is the Community's 1992 project 
for a frontier-free market. This will in- 
volve a doubling between 1988 and 1993 
of the amount the EC spends on its own 4 
poorer people and regions (from 7.5 bil- 
lion ecus a year to 15 billion). 

The other is the drama in Eastern Eu- 
rope. The Community has 
already provided several 
hundred million ecus worth 
of food aid this year to Po- 
land and Hungary. It has 
earmarked 300m ecus from 
next year's budget to help 
pay for development 
projects there and has set 
aside 1 billion ecus of loans 
from its European Invest- 
ment Bank. More will be 
forthcoming at the ЕС» 
Strasbourg summit in De- 
cember. The nearby ap- 
peals from Eastern Europe 
are drowning out the dis- 
tant cries from the Lomé 
group. 

ڪڪ 
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BLACK LABEL COMMANDS MORE RESPECT 
FAS 


Y YEAR OLD >° 


* $12 
ЫЧ”, 


BRITAIN 


Steady as she goes, Mr Major 


Inflation at nearly 8% | interest rates at 15%, and а current-account deficit 


of £20 billion a year. I 


ISTORIANS will have a fine time de- 
bating the ministerial career and eco- 
nomic legacy of Mr Nigel Lawson. The un- 
adorned statistics will say: clearly, he 
esigned as chancellor because initial success 
(low inflation, tax cuts, rapid growth) 
turned into failure (high inflation, balance- 
of-payments crisis, crippling interest rates, 
looming recession). A closer look will say: 
not at all. He left unrepentant, because of a 
disagreement with the prime minister over 
why the economy had gone wrong and how 
to put it right. Which will seem equally plau- 
sible. But then further digging will show that 





For the record 


FR NIGEL LAWSON treated 

our deadlines with scant re- 

spect last week, resigning just as The 

Economist was going to press around 

the world. We did not alter any of the 

copies sold outside Britain; but in 

three-quarters of our British copies, 
we had a lot to say. 

The gist of it was this. Mr Lawson 
was a main architect of the Thatcher 
governments' economic success. He 
tesigned because of conflicts with Mrs 
Thatcher over sterling policy. His de- 
parture has removed a valuable 
source of international confidence in 
Britain's economy and left the gov- 
ernment at odds with itself. Mrs 
Thatcher looks more exposed than at 
any time since the start of the Falk- 
lands war. Some Tory Mrs will want 
her to go. Mr Lawson's resignation 
may one day be seen as the moment 
that Mrs Thatcher's term of office 
started to draw to its close. 

In changing some of our copies 
but not all, we broke our own rule: to 
be the same newspaper throughout 
the world. Whenever possible, that 
remains the rule. Last Thursday was 
the exception that proved it. 
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that is all a “brilliant” helmsman like Nigel Lawson 
can achieve, what is to be expected of a lieutenant? 


Mr Lawson was replaced 
by a man whose views 
were strikingly similar to 
his own, amid promises 
from all concerned that 
everything would con- 
tinue exactly as during 
the marvellous Lawson 
years. 

On October 31st 
Mr Lawson made his 
first Commons speech 
for ten years as a simple 
member of Parliament 
(see box over page). He 
sombrely set out his eco- 
nomic credo, and de- 
tailed Mrs Thatcher’s 
failure to back him on 
the core of his policy for 
beating inflation—the 
need to defend sterling. 

Mr Lawson had 
long urged that Britain should join the ex- 
change-rate mechanism of the European 
monetary system (EMS)—and sooner rather 
than later. This would have added credibil- 
ity to his promise to defend the pound. But 
it brought him into headlong disagreement 
with Mrs Thatcher, who has always disliked 
any device for pegging currencies—notwith- 
standing her promise at the Madrid summit 
in July to take sterling fully into the EMS 
once the conditions (an increasingly mean- 
ingless phrase, this) are right. 

Mr Lawson also revealed in his speech 
that he had offered the prime minister a 
"fully worked-out" plan to make the Bank 
of England independent of Treasury con- 
trol. This was to have acted, like the inde- 
pendence of West Germany's Bundesbank, 
as a further bulwark against inflation. Pre- 
sumably Mrs Thatcher had once more been 
unimpressed. 

So one thing is clear. With the prime 
minister either failing to support his anti-in- 
flation policies or actually going out of her 
way to undermine them, a deeply angered 
Mr Lawson decided he had no choice but to 
resign. Yet for the moment the govern- 
























ment's economic policy, so far as one 
judge, is indeed the same as before, ^ 

The new and much-reshuffled che 
lor, Mr John Major, is wherever po 
full agreement with both Mr Lawson 
former boss, much admired) and the pi 
minister. On the EMS, where even the | 
sury's ingenuity is unable to find com 
accord between the prime minister and 
previous chancellor, Mr Major is s 
where in between. This position: 
quickly prove even less comfortable thi 
has already been in recent days. Sock 
government has been spared the colla 
financial markets it might have exp 
ter last week’s extraordinary events. 
pound stood at DM2.97 on Octob 
and had fallen only to DIM2.91 by 
ber 1st; the London stockmarket even 1 
aged a 296 rise over the same period. B: 
as is quite possible, sterling slides furth 
the coming days, Mr Major will face an aw 
ward choice. E 

To let the pound fall would direc 
to inflationary pressures by making imt 
and the domestically produced got 
compete with them more expensive. 
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ling would answer Labour's pray- 
ould mean another rise in the cost of 
rrowing—with the economy already 
oised on the edge of recession, and (best of 
| for Labour) with this extra turn of the 
rew blameable on Mrs Thatcher. 

For the central truth of Mr Lawson's 
and the ensuing crisis is that the prime 
uster chose to dispense with her most 
uable ally—her “brilliant chancellor” — 
r.than with the broadcast counsel of 
vate adviser, Sir Alan Walters. Mrs 
tcher has not said whether Mr Lawson 
e straight out and asked her to sack Sir 
1 But when-Mr Gordon Brown, one of 
r's economics spokesmen, suggested 
е Commons that Mr Lawson might 
stayed if she had, Mr Lawson nodded. 
istorians will struggle to account for 
too. Presumably this Sir Alan must 
ave been an economist of enormous stat- 
е; They will turn up accounts dating from 
е past few days describing him as Britain's 
p economist, one of the best 30 econo- 
ists in the world, a key adviser at the 
orld Bank, and so forth. 

All that is laughable. Sir Alan has made 
‘good points about the EMS (see page 
He is a competent econometrician, a 
ling transport. economist (one of the best 
in the world), the co-author of an excel- 
icroeconomics textbook, and the au- 
of some not-much-cited papers in mon- 
economics. At the World Bank he was 
ior economist, equivalent to, say, an 
nt Secretary in the British civil ser- 
-that is, one of many. Among Ameri- 
ademics he is known not for his eco- 
; but for his association with Mrs 




































buys few votes. But to stop the 













Returning echoes. 







HE Conservative party is not in the 

habit of splitting. But every half cen- 
tury or so a mixture of rapid political ad- 
justment and irreconcilable economic 
tensions leads to an explosion. Take, say, 
the 1846 corn-laws crisis. 

Introduced in 1815 to keep prices 
high for the farmers, the corn laws 
aroused bitter passions at first. 
But argument over the laws 
then dwindled into highly 
technical discussions be- 
tween “political econo- 
mists”, providing them with 
a complex code for quarrel- 
ling about other matters en- 
tirely. Eventually, in the 
1840s, an economic depres- 
sion returned the corn laws 
to centre-stage. 

Tory sympathies had al- 
ways been on the side of 
the farmers. Gradually, 
















































though, Sir Robert Peel started to ditect A 
his party towards the new England of 
cotton manufacturers and coal owners. 
When the Irish famine of 1845-46 pro- 
vided him with an excuse, he dramati- 
cally shelved the corn laws. 

Critics denounced his style of leader- 
ship, dismissing his administration as “а 
cabinet of Peel's dolls"; and a young 
Conservative on the make, Disraeli, ac- 
cused him of an over-reliance on ex- 
pert advisers. Peel was squeezed 
out after a struggle that split the 
party. 

Four years later he died. 
Yet his administrative pre- 
eminence and superhuman 
industry inspired a band of 
Peelites. They remained fiercely 
loyal to a hero who, in Walter 

Bagehot’s acid phrase, com- 
bined the two qualities necessary . 
for a great constitutional 
statesman: the powers of a 
first-rate man and the 
creed of a second-rate man. 





































Thatcher. His most remarkable achieve- 
ment has been to parley his talents into in- 
fluence enough to topple a great chancellor. 


About those flames 


Mr Lawson's departure came as such a 
shock because he is leaving with the econ- 
omy in an election-losing state, and with his 
claim to be a great chancellor in doubt. He 
had seemed too proud a man for that. Pre- 
sumably he hopes to be judged by his tax 











he speech 


O-ONE, however long he has 
held the post, lightly gives up the 
great office of chancellor of the exche- 
er, Certainly, I did not. As the resigna- 
letter that 1 wrote to... the prime 
ter clearly implies, it was not the 
outcome I sought. But it is one that I ac- 
pt without rancour—despite what 
might be described * the hard landing 
volved. I would only add that the arti- 
written by [Sir Alan Walters]... was 
of significance only inasmuch as it repre- 
sented the tip of a singularly ill-concealed 
iceberg, with all the destructive potential 
that icebergs possess ... 

-> [In order] for our system of cabinet 
"government to work effectively, the 
prime minister of the day must appoint 
«ministers whom he or she trusts and then 
leave them to carry out the policy. When 
differences of view emerge, as they are 
-bound to do from time to time, they 
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should be resolved privately and, when- 
ever appropriate, collectively . . . 

Full United Kingdom membership of 
the EMS... would signally enhance the 
credibility of our anti-inflationary re- 
solve in general and the role of the ex- 
change-rate discipline in particular, and 
thus underpin the medium-term finan- 
cial strategy. Indeed, given the existence 
of the EMS, our continuing non-partici- 
pation in the exchange-rate mechanism 
cannot fail to cast practical doubt on that 
resolve, however ill-founded such doubt 
may be... 

I have little doubt that we will not be 
able to exert that influence [required to 
ensure a liberal free-market Europe] 
effectively... as long as we remain 
largely outside the EMs. So, for economic 
and political reasons alike, it is impor- 
tant that we seek the earliest practicable 
time to join, rather than the latest. for 
which a colourable case can be made.” 
Nigel Lawson, speaking in the House of 
Commons, Tuesday, October 31 1989 

























reforms, and for the transformation he sees 
in the economy's long-run productive po- 
tential—and not by inflation, which he used 
to call his "judge and jury”. If so, he will be 
lucky. The slowdown looks set to be painful, 
partly because Mr Lawson has bailed out. If 
it is, and if it costs the Tories the next elec- 
tion, only the Labour party will thank him. 

Yet Mr Lawson really was an excep- 
tional chancellor—and not just for his pro- 
digious microeconomic achievements. He 
understood the importance of creating a 
credible, inflation-suppressing framework 
for macroeconomic policy. This is precisely 
why the past year of rumour and confusion 
must have been so hard for him to bear. Thr 
search for simple rules based on the contro 
of a single monetary aggregate proved fruit- 
less, partly because of the programme of fi- 
nancial deregulation that he himself had put 
in train. So he was right to put increasing 
emphasis on the exchange rate. If he could 
have taken Britain into the EMs, and created 
an independent Bank of England as well, the 
main elements of the framework he sought 
would have been in place. 

Mrs Thatcher aside, the biggest factor in 
his undoing was his rejection of fiscal policy 
as a tool of demand management. For that 
left him with just one policy weapon (inter- 
est rates) to do the two jobs that he rightly 
insisted had to be done—the control of do- 
mestic demand, and the pursuit of ex- 
change-rate stability. If Mr Major can learn 
from that mistake, and keep working at his 
predecessor's intended framework, the Brit- 
ish economy should one day reap again the 
benefits of Lawsonism. 
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` emphasis on the relations among indebtedness, macroeconomic man- 
agement, and growth. It examines the behaviour of debtors, creditors, 
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European Monetary Union 


A voice trom 
the grave 


8 N NOVEMBER 2nd, Mr John Major 
J issued the government's considered re- 
“sponse to the Delors report on economic 
‘апа monetary union in Europe. Evidently 
most of the considering had already been 
done by Mr Nigel Lawson. The Treasury's 
paper says nothing new about when Britain 
will join the present EMS, which is a require- 
ment of the first stage of the Delors plan. 
Britain will do that when, in effect, Mrs 
Thatcher judges the system to be in a fit 
state to be joined. Instead, the paper keeps 
the government's promise to look beyond 
the first stage of the Delors plan, and to say 
what sort of monetary union, if any, Europe 
should really be aiming for. 

The second and third stages of the 
Delors plan call for the creation of a new Eu- 
ropean central bank, for growing co-ordina- 
tion across a range of economic policies (in 
particular for binding rules on national fis- 
cal policies), and ultimately for a single cur- 
rency. Britain has so far been alone in ques- 
tioning this approach (see page 60). Mr 
Lawson has talked vaguely of "competing 
currencies" as an alternative, and thus 
caused alarm over simple shopkeepers hav- 
ing to accept payment in strange foreign 
money. Despite that vagueness, the underly- 














ing point was clear enough: yes to stage one 
some day, but for the rest no thanks. 

The considered message is the same. 
However, the Treasury is now offering im- 
proved arguments in support of it. This is 
useful, because Mr Major will have to de- 
fend the Lawson doctrine at the next meet- 
ing of finance ministers on November 13th. 

The cleverest argument redefines (“clar- 
ifies”, the Treasury would say) the idea of 
competing currencies, and says that what 
Mr Lawson actually had in mind there was 
competing monetary policies. The argument 
goes like this. The strength of the present 

_EMSis that the country with the lowest infla- 
-tion-rate in the system becomes an anchor 
for the rest. This is a nice position for any 
government to be in, because the anchor 
never has the indignity of having to devalue 


: ECONOMIST NOVEMBER 4 1989 


under pressure. Under the present system 


governments are therefore encouraged to 
compete with each other to achieve the low- 
est inflation rate. This, in turn, gives the sys- 
tem as a whole an anti-inflationary bias. 
With a single currency and a single cen- 
tral bank, there would be no such compe- 
tition. Everything would depend on the reli- 
ability of the Bank of Europe as the sole 
guardian of stable prices. The paper then 
stresses, and exaggerates, the. difficulty of 
creating the right sort of central bank. Such 
institutions (West Germany's Bundesbank, 
for instance) depend on long traditions of 
independence; they cannot be created over- 
night. Perhaps not. But what the reader 
needs at this point is the annex describing 






independence of the Bank of England. 
some reason this has been left out. 

Stage one of Delors is not quite the 
of the road in the Treasury's scheme. $ 
additional changes would be in order, fo 
stance to make it easier and cheaper to 
Community currencies outside their h 
countries. The Treasury says its “evolu 
ary" approach may one day lead toa sys 
of separate currencies with fully fix 
change rates. "Bur this cannot and. 
not be decided now." The Treas 
native plan for monetary uniori 
large, a set of reasons (some more pl 
than others) why a common curten 
Delors-like moves toward it, are b 




































Channel-tunnel rail link 


Not so fast 


YEAR of vintage British muddles over 

how to produce a fast train line from 
the Channel tunnel to London is about to 
lead to a decision of thunderous vacuity. 

Told to find a commercial way to build a 
line it did not want, British Rail has faced 
the opposition of Kent greens, the whinges 
of private developers who want public subsi- 
dies, and the obduracy of a government that 
refuses to provide them. Its compromise: to 
build half a line, which rips up Kent and gets 
passengers to London 18, rather than 30, 
minutes faster than the 70 minutes the trip 
would take without it. Maybe. 

With only three weeks to go before it 
must deposit a bill to get the scheme moving 
in this parliamentary session, BR has run out 
of attractive options: 

e Its own favourite scheme, a line to Kings 
Cross in partnership with a private devel- 
oper. This is simply too expensive. Trafalgar 
House, the only developer left in the run- 
ning to finance the scheme, will not do so 
without a government contribution to the 
£3.5 billion or so it will cost. The new trans- 
port secretary, Mr Cecil Parkinson, has 
made it clear that no subsidy is available. 

е A line ending in Stratford, east London, 
which could be cheaper, would probably be 
more environmentally friendly, and would 
certainly bring development benefits to east 
London. BR has so far been dismissive of 
such a route; to accept it now would not 
only be a humiliation but would mean start- 
ing almost from scratch. BR would have to 
research a new line and launch a massive 
public-relations campaign to clear its path. 

A consortium of well-known compa- 
nies, including Bechtel and Manufacturers 
Hanover is looking at possible lines to Strat- 
ford, but has still not come up with a defi- 
nite route, let alone a price. А better 
thought-out option has a less well-known 
sponsor—Ove Arup, a firm of consultant 






































engineers ruled out by BR in the compe’ 
for a route to Kings Cross. The firm. 
to work with BR on a line to Stratford. 
About £2 billion. | 
e A fast line from the Chunnel to Swa 
in Kent, on the edge of London, wouk 
just over half as much as one which 
nelled on to Kings Cross, but would 
some of the benefits. The fastest trip fo 
don would be cut from 70 minutes to | 
capacity of Kent lines would be increas 
commuters could co-exist with internat 
travellers. A faster route into Londo 
come later. 

The problem with the Swanley o 
would be what to do about travellers bey: 
London to the north. The existing Ker 
up from Swanley ends at Waterloo, 
mesmerised continentals, who shot à 
Paris in a gleaming TOV, could pr 
northwards on London's statewfthea 
derground. BR has considered by 
terminal at Kings Cross anyway, and. 
ing northerners there along the cro: 
Thameslink line until a faster link is 5 

It would be a miracle if that di 
cause the cross-Europe express to bes! 
up behind the 8.30am stopping train 
Bromley to Cricklewood. This would | 
miliating, but might also shame the ш 
ment into payirig to complete the fast 

Whether or not it procrastinat 
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ley route, British Rail wants to play for 
If that means putting off any decision 
intil next year, the field for fresh options 

ill once again be open. But BR officials have 
sen maintaining that a fast-link terminal at 
ings Cross would be nicely-timed to fit in 

ith other rail, tube and property develop- 
nents about to be started there. That will be 
arder to argue if it has carelessly allowed a 
fear to slip away. 













Ulster gap 


ORTHERN Ireland’s manufac- 
4 ¥ turing productivity remains 
stubbornly below Britain's, though 
the structure of its industry is growing 
\ to the mainland’s. These are 
| the conclusions of a new study* by 
Messrs David Hitchens of Queen’s 
.. University and Esmond Birnie of the 
. Northern Ireland Research Centre. 
Back in 1912 output per worker in 
` Ulster's manufacturing was 80% of 
- Britain's. By 1935 it had dropped to 
_ 6096. Today it stands, as in 1912, at 
... One reason for this gap has been 
that Ulstermen have been more likely 
than mainland Britons to work in less 
productive industries, in particular 
textiles and shipbuilding. In 1939 
these two sectors accounted for just 
er half the manufacturing em- 
nent in the province, against a 
th in mainland Britain. The con- | 
ing industrial structures proba- 
explained half or more of the pro- 
ivity gap at that time. 
_ The contrast has faded. In 1986 
shipbuilding and textiles accounted 
only one-seventh of manufactur- 
employment in Northern Ireland. 
productive industries like 
space and tobacco now account 
for a higher share of employment in 
the province than mainland Britain. 
Less than a tenth of the lower North- 
ern lrish productivity may now be 
to differences in industrial struc- 
So what explains the rest? 
— Two explanations. First, North- 
ern Irish managers tend to be even 
less educated than their colleagues on 
the mainland. Second, generous 
hand-outs to the province have 
propped up inefficient businesses. So- 
lution: concentrate more on educa- 
tion, less on industrial subsidies. 
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 *" Productivity levels in Northern Ireland manu- 
. facturing industry: A comparison with Great 
| Britain" by D.M.W.N. Hitchens and J.E. Birnie. 
I. Regional Studies, volume 23, 1989. 
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Water industry 


Toxic hillsides 


Not as nice at it looks 


ULPEPPER, the famous seventeenth- 

century herbalist, got it wrong. 
Bracken, he said, “purged the belly and ex- 
pelled choleric and waterish humours that 
trouble the stomach". Far from it. One of 
the most prolific plants in the world, this 
ubiquitous fern is strongly implicated as a 
cause of stomach cancer. 

During this year's fine summer, bracken 
did extraordinarily well. Most years it barely 
produces spores at all. The British summer 
climate is usually too cool and damp for it to 
bother. But its tall, tough, green fronds pro- 
duced in 1989 a glut of tiny light-weight 
seeds. With each plant dropping up to 
300m, vast quantities are now scattered to 
await the autumn rains that will wash them 
into streams, rivers—and reservoirs. 

And that, given the apparent carcino- 
genic properties of fern and spores alike, is a 
reason to worry. Experts like Professor Jim 
Taylor, chairman of the International 
Bracken Oroup, are concerned not just 
about the sheer abundance of bracken but 
the fact that most of it grows in the uplands 
of Britain, in Wales, Scotland the North. 
Those areas are the the main sources for the 
country's water supplies. 

Bracken covers nearly 700,000 hectares 
of Britain, an area the size of Devon. Even 
worse, it is spreading at up to 10,000 hect- 
ares a year. Wales is particularly well-en- 
dowed: the fern is the dominant vegetation, 
covering over 696 of the land. The rural 
county of Gwynedd— where hill after hill 
turns rusty brown with bracken in au- 
tumn—has the highest incidence of stom- 
ach cancer in Britain. At around 40 per 
100,000 of the population, it is more than 
twice the British average. 

Pioneering research by Dr Antice Evans 
at the University College of North Wales, 
Bangor, has highlighted the dangers of 
bracken spores. In one trial, 5396 of mice fed 
spores in their diet eventually developed tu- 
mours. In bracken-free mice the incidence 
was just 496. 








There is strong circumstantial evidence, 
too, that bracken itself gives an unhealthy 
welcome in the hillsides. Dr Oliver Galpin, a 
consultant at Gwynedd Hospital, and Mr 
Christopher Whitaker, an applied statisti- 
cian at UCNW, Bangor, have looked at the 
diet and background of stomach-cancer pa- 
tients. Exposure to bracken in childhood, 
they found, more than doubled the risk of 
cancer later in life. Milk and dairy prod- 
ucts—via cows occasionally grazing 
bracken—are a probable link. 

In some countries, ferns make delicious 
dishes; a salad of American fiddle-head fern 
is a treat. In Japan bracken is a culinary deli- 
cacy. In Tokyo alone, more than 300,000 ki- 
los of young fern are devoured each year. 
But eating bracken may have its costs—the 
Japanese have one of the highest rates of 
stomach cancer in the world. 

Bracken does not figure on British 
menus; but water does. Now, just when envi- 
ronmentalists are worrying about the effects 
of nitrate run-offs in England's lowlands; 
they have to turn also to the impact of 
bracken in the high country. The problem is 
simple; not all public supplies of water are 
effectively filtered. Some are simply chlori- 
nated, though the effect of chlorine on 
bracken spores is an unknown quantity. 
And there are tens of thousands of un- 
treated private supplies, many of them pip- 
ing water direct from streams. Most are in 
precisely the rural areas where bracken 
flourishes. 

Mr John Fawell, principal toxicologist at 
London's water-research centre, agrees that 
far more research is needed to assess the 
health risks. In some recent tests he found 
around 25 spores in one-litre samples taken 
from streams near bracken—fewer than he 
anticipated, But Mr Fawell agrees with Mr 
Taylor's argument that nothing is known 
about what happens to decaying spores. 
Their cancer-causing substances may simply 
wash through sand filters anyway. 
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ONSERVATIVES do not forget 
their history: protecting it is what 
Conservatives are for. So expect some el- 
derly MP to have remembered this week 
the sage words of James Stuart, a Tory 
grandee of the Churchill era. "Whatever 
reason is given when a minister resigns”, 
i. said Stuart, 







for a moment longer." And so it must 
| have seemed, as the government benches 
| listened in deathly silence to Nigel 
Lawson’s remarkable Halloween speech, 
five days after he had walked out of Mrs 
Thatcher’s cabinet. 

Some of the traits that drove him to it 
were no doubt on display during the 
prime minister's television interview with 
Mr Brian Walden on October 29th. Many 
backbenchers thought it a disastrously in- 
flexible performance. Next day the prime 
minister entertained to lunch at Downing 
Street the officers of the 1922 committee 
of backbenchers, whose present chairman 
is Mr Cranley Onslow. Also there were 
Mr Terence Higgins, the Tory chairman 
of the all-party select committee on the 
Treasury, Mr Kenneth Baker, the party 
chairman, Sir Geoffrey Howe, the deputy 
prime minister, and Mr Timothy Renton, 
the new chief whip. 

Accounts of the lunch vary. Still, it 
seems clear that when the prime minister 
asked for party solidarity and loyalty, Mr 
Onslow was moved to think of motes and 
beams. The need for such virtues, he said, 
was much greater inside the cabinet than 
on the backbenches. Mrs Thatcher was 
told she could not depend on support if 
she made policy on her own, expecting 
the while that her cabinet and parliamen- 
tary party would meekly fall into line be- 
hind her. (A fat lot of good the warning 
did: when one lunch guest raised the mat- 
ter of Britain’s membership of the Euro- 
pean exchange-rate mechanism, the 
prime minister started ranting about how 
little use it was as an economic weapon.) 

The context of the lunch needs to be 
made plain: it is now clear that a growing 
number of Tory MPs think Mrs Thatcher 
should step down as leader well before the 
next election. But how can that be made 
to happen? Ideally, for those who want 
her to go, Mr Onslow and Mr Renton 
would tell her in the New Year that MPs 
were determined to have a new leader; she 
would then announce, perhaps in the 
Easter recess, that she was ready to hand 
on the torch, and retire amid universal ac- 
claim. The snag is that the prime minister 
unaccountably misses the wisdom of this 
course, and until the crisis had been tell- 



















The Conservatives think the unthinkable 


“the truth is nearly. always: 
| that he cannot stand the prime minister. 





ing her closest confidants. that she 
planned to stay until well beyond the next 
election, possibly (here the plotters turn 
white) to fight the one after that too. 

For an early succession would suit her 
not at all. The front-runners would be the 
two candidates of whom she particularly 
disapproves: Sir Geoffrey Howe and Mr 
Heseltine. They know that, but they are 
reacting in very different ways. 

Mr Heseltine is giving no offence, stay- 
ing publicly loyal and stressing that he 
would never challenge the prime minister 
for the leadership. Sir Geoffrey is playing 





My own sweet reasonable self 


a different game. He was hurt when he was 
ignored by the prime minister during the 
Thursday of Mr Lawson's departure, and 
he has been busy since. At the weekend 
he made a speech setting out the case for 
Britain's entry to the exchange-rate mech- 
anism. On its face, it just restated govern- 
ment policy; but it was given such a spin 
by Sir Geoffrey's supporters that it looked 
like a challenge to Mrs Thatcher. Some 
backbenchers, and at least one cabinet 
minister, think he mishandled things. Sir 
Geoffrey needs to be careful that he is not 
left on his own; loose talk that the top 
men in the government have all rallied to 
his standard is far from accurate. 


How it would be done 
The manoeuvring will matter only if there 
ís a formal challenge to Mrs Thatcher's 
leadership, which has not happened since 
she reached the top in 1975. Only Tory 
MPs are eligible to vote in such an election. 
Unless a Tory leader dies or resigns there 
is only one occasion each year when a 
challenge can force an election: that is 
within 28 days of the opening of each new 
session of parliament. 

A contested election can involve up to 
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three ballots. For Mrs Thatcher not to 
win on the first ballot, her vote woul 
have to fall below 65% of the total o 
those eligible to vote. With 373 eligibl 
Tory MPs at present, 131 would have te 
fail her. 
Any candidate who ran against Mr 
Thatcher would be a stalking horse. If h 
got perhaps 35 votes, there would there 
fore have to be 96 abstentions to for 
Mrs Thatcher to face a second ballot. A 
that point, goes the theory, she wol 
quit, and the second ballot would see thi 
hopefuls pile in. On this second 
held a week after the first, an overall ma 
jority (or 187 votes) would be needed t 
win. dai that, there would be a t 
ballot, held two days later, in which s 
would have to indicate first and seco 
preferences between the top three cán 
dates of the second ballot. The votes: 
the candidate who came third would then 
be allotted according to the second pre 
ences of his supporters. (This year 
timetable would probably be: cl 
nominations November 30th, frst ba 
December 5th, second ballot Decem 
12th, final ballot December 14th.) - 
Will it happen? Those who. want 
election have to.do more than find a: 
didate who is prepared to sacrifice him: 
for the good of the party (at least, tha 
what they would tell the poor man). 
must also be sure that his candid 
would not backfire. If support for th 
stalking horse (and the abstentions) we 
derisory, Mrs Thatcher would be give 
the nicest Christmas present she coul 
imagine. She would be reinforced in. just 
the same way as was Mr Neil Kinnock ab 
ter Mr Tony Benn’s chal lenge to his lea 
ership of the Labour party in 1988. An 
the stalking horse did well? Then her d 
parture would be bloody, arid amid suc 
anarchy the Tories might оре for th 
steady and stable hand of Sir Geoffr 
or so some say. Others think he would! 
blamed for having precipitated the gor 
Around such divided views will che аце 
tumn gossip spin. Meanwhile, do not: 
out one hard-fought election this wi 
ter—but not for the leadership. Some of 
Mrs Thatcher's supporters think that. 
needs to consolidate her position with 
backbenchers. They wonder if Sir Ma 
Fox, a vice-chairman of the 1922 commit 
tee and a stalwart supporter of the prime 
minister, might want to challenge M 
Onslow for the committee chairmanship, 
This would be a stalking horse in reverse; 
Sir Marcus would be seen as a surro: 
for Mrs Thatcher, while friend and foe 
alike would be able to judge the strength. 
of their positions without having a real 
Pup with real blood. A nice idea. 
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Ford made a $1.6 billion take- 
over bid for Jaguar after the 
British government prema- 
turely waived its “golden 
share” intended to protect the 
British luxury carmaker from 
predators. Ford’s arch-rival, 
General Motors, had been 
planning a technical co-opera- 
tion link-up with Jaguar. 


And deals 


Britain’s Courtaulds is to 
spin off its textile business to 
concentrate on chemical and 
industrial interests. The move 
prompted speculation that 
other chemical groups might 
benefit from “unbundling”. 


Bermuda-registered Sea Con- 
tainers, which runs ferry ser- 
vices and operates the Orient 
Express, wants to raise $1.1 
billion, by selling assets, to 

‚ buy back its own shares in an 
effort to thwart a $1 billion 
joint bid made for the firm by 
Stena and Tiphook. 


Polly Peck, a British con- 
glomerate run by Turkish- 
Cypriot entrepreneur Asil Na- 
dir, agreed to buy 5196 of 
Sansui Electric, which makes 
hi-fi and had fallen on hard 
times, for $110m; the third 
time a foreigner has been al- 
lowed to take control of a Jap- 
anese firm no local could be 
found to bail out. 





The French government said 
Allianz, a West German in- 
surance giant, can buy up to 
one-third of Navigation 

$: Mixte, a French holding com- 
pany. Paribas is bidding for 





BUSINESS THIS WEEK 


| theother two-thirds. Allianz 
claims that its move is to pro- 
tect its 5096 stake in Naviga- 
tion Mixte's insurance subsid- 
iary, one of France's biggest 
insurers. 


People 


Shortly after Nigel Lawson re- 
signed as Britain's chancellor 
of the exchequer, Holland and 
Denmark lost their finance 
ministers, too. Onno Ruding 
decided seven years was 
enough in Dutch cabinets. He 
is to give up politics. Palle 
Simonsen, the Danish fi- 
nance minister, quit to run a 
state pension fund. 


An American federal court or- 
dered Young & Rubicam, a 
New York advertising agency, 
to pay Bette Midler, a chan- 
teuse, $400,000 after hiring 
one of her back-up singers to 
give a rendering of "Do You 
Wanna Dance" in Midler's 
distinctive style for a television 
campaign. 


Places 








Japan's Mitsubishi Estate 
agreed to buy 5196 of the 
Rockefeller Group for $846m, 
giving it control of a large 
chunk of New York's plush 
properties, including Rockefel- 
ler Centre. Separately, a group 
of Japanese companies led by 
Mori Buildings spent $300m 
on four Houston skyscrapers. 
The $22.5 billion the Japanese 
had invested in American 
property by the end of 1988 is 
fast being topped up. Not all 
Americans are well pleased. 
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Improving street-cred 


A survey by KPMG Interna- 
tional of 50 big international 
financial institutions in global 
capital markets found that 
their chief worry was loss of 
business because of their poor 
public image. Insider trading, 
leaky Chinese walls, drug- 
money laundering, lending to 
the "wrong" regimes, etc, 
haven’t helped. 


Public outcry is forcing big 
Wall Street investment banks 
and security firms to abandon 


| computer-driven program 


trading, which played a part 
in October 13th's stockmarket 
mini-crash. The New York 
Stock Exchange is considering 
reviewing the system. 


The Securities & Investments 
Board, Britain’s financial 
watchdog, demanded more 
rigorous disclosure of soft 
commissions such as free 
research. 





The Boy Scouts landed their 


first-ever TV ad in America, 
sponsored by American Air- 
lines and Phillips Petroleum, 
to help promote their new 
image. 


Muchas gracias 


Costa Rica reached an agree- 
ment with its creditor banks, 
under the Brady plan, to re- 
duce its $1.5 billion bank debt 
by as much as 60%. The re- 
maining debt is to be con- 
verted into bonds paying in- 
terest at 614%. Less lucky 
Mexico saw another debt 











| Commodities 











deadline expire. It wants to 
cut its $52 billion of medium: 
term commercial-bank foreign 


debt. 
The British High Court 


ruled that local councils care 
not speculate with ratepayers | 
cash by using interest-rate 
swaps. If the decision is up: 
held in the Court of Appeal 
it could leave 70 or so banks. . 
facing losses of $750m. 































The price of gold has risen: 
5% since end-August, thanks 
to fears over volatile curren- 
cies and equities. 

Goldbugs hope the metal's 
downward trend may be over. 


Millions of Brazilian car«drà 
ers are furious. Supplies of 
cohol fuel, a petrol substitut 
produced from home-grown 
sugar cane, are running out. 
Brazil now has to import th 
stuff. About half of the cou 
try's 14m cars rutvon alcoho 
fuel and the number is 
growing. 


Rebuked 


In response to official frowns, 
Fujitsu, a Japanese computer 
maker, withdrew a one-yen 

tender to design a water-work: 
management system for the - 
city of Hiroshima. The esti 
mated value of the work i$. 
about $78,000. lt was at least 
the third time the company. с. 
had made a token bid fora de 
sign contract aiming to secure 
big equipment orders later. 


78:2. 





Scotts Branch Mine 
a coal mining joint venture among subsidiaries of 
NF. SEP, Hoogovens Delfstoffen BV, 

DSM N.V., and Pickands Mather & Co. 














has been sold to subsidiaries of 






Mapco Ine. 







Morgan Guaranty initiated this transaction, 


assisted in the negotiations, and acted as 






financial advisor to the owners of the joint venture 





JPMorgan 
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The myth of the euro-consumer 
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Many advertising and marketing men believe the creation of Europe’s sin- 
le market after 1992 will lead to a convergence of consumer tastes. Do not 


lieve it before you see it 


&"T^HERE is only one valid definition of 
business purpose: to create a con- 
mer." Heeding these words of Mr Peter 
... tucker, one of the world’s best-known 
Management gurus, marketing and advertis- 
ing folk have been busy hyping their latest 
creation: the euro-consumer. If you believe 
some of the puffs, there could soon be 320m 
of these euro-clones, drinking euro-beer, 
eating euro-wurst and watching euro-soaps 
on euro-satellite television. To seasoned re- 
tailers, all chis sounds like euro-baloney. 
Global advertising agencies like Saatchi 
& Saatchi like to talk of “consumer conver- 
gence" of tastes, and from there have let 
their fertile imaginations too easily get car- 
ried away with the idea of the euro-con- 
sumer. This notion conveniently provides a 
1992 theme to help agencies cash in on a 
fast-growing market. Last year European ad- 
vertising revenue totalled a hefty $50 billion 
(America's was $119 billion). Saatchi & 
Saatchi reckons that Europe's ad spending 
will rise to $62 billion next year. Europe has 
become a top priority for advertisers like 
Young & Rubicam, one of the world's larg- 
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est agencies. It now earns 3696 of its income 
from the region. 

Winning bigger slices of this growing pie 
will depend on choosing which campaigns 
still need to be aimed carefully at national 
markets, and which can transcend frontiers. 
The internationalism of snob items like 
Rolex watches or Cartier jewellery, which 
appeal to a small number of rich consumers, 
is one area in which there is some substance 
to the agencies’ pan-European vision. Busi- 
ness-to-business advertising is another. 
Companies will need to promote industrial 
products (or themselves) to what is shaping 
up as a wider and more integrated commer- 
cial market after 1992. 

Yet while a Dutch computer company is 
likely to be looking for the same qualities in 
a photocopier as would a Greek shipping 
line, common sense says there is no reason 
to expect the business integration of Europe 
to change overnight the divergent habits 
and tastes of the mass of European consum- 
ers. They have already proved to be deeply 
idiosyncratic. Just ask а washingmachine 
maker. The French prefer top-loading wash- 


































with high spin speeds while Italians 
slower spinners. 
Equally important, makers of 
products have few reasons to sup 
differences in consumer tastes 
rope. Much of their sales strategy ia ne 
aimed at tailoring products to 
specialist and thus narrow markets. 7 
est trends in marketing—such as à 
powerful consumer «databases to 
mail—give them tools to cultivate 
ploit, rather than blur, national and 4 
gional distinctions. 
Advertising agencies already impli 
acknowledge how deeply ingrained the di 
ferences remain. British advertisements us 
a lot of whimsical or surrealist humour ai 
word play to get their message acr 
French ones play on sex or style. West Ge 
man advertising resorts to coldly fact 
headlines. In Italian advertisemen 
there is little to say, there is always 
be sung or shouted. Spaniards 
melodrama. 
Apart from economies of scale, eri 
asts for pan-European advertising stil 
three trends to support their case: 
€ Changes in Europe's media should im 
it easier to get a pan-European message 
across to consumers. The privatisation: 
terrestrial television and the launch of 
lite broadcasting across Europe are pe 
ing an explosion of new advertising Сар: 
ity. Media magnates like Mir Rup 
Murdoch, owner of Britain's Sky 
sion, are betting millions of do 
that advertisers will spend more. 
gramme makers are betting that vi 
across Europe, like those in America; w 
want to watch the same fare. 
ә The patterns of European prosperi 
longer conform to national borders. D 
Masius Benton & Bowles draws "golden 
cles" across Europe, one of which shes 
that the region's wealthiest consumers Bi 
mainly within a 250-mile ring around CX 
logne. With another, drawn to help retail 
of cat parts, the agency shows that inso 
western France, northern Italy and € 
West Germany, car ownership per head | 
2096 higher than the EC average. 
€ A younger generation of European: 
sumers share much the same cultural val 
and like to buy the same things. Melar 
Erickson, a subsidiary of the Intern 
Group, has written a 74-page study of E 
rope's “New Wave" young. k spent two 
years interviewing 8,000 of them in Û 
countries. The agency reckons thar, as dé 
cated followers of fashion, these teenager 
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Ole boys’ welcome 


ALLAS hates “Dallas”. The 3.7m 
_ BA citizens of Dallas-Fort Worth think 
| that the greed and vulgarity of J.R.Ewing 
| and his clan ruin the image of their in- 
creasingly sophisticated “Metroplex”. 
| They worry needlessly. The inward rush 
of companies is accelerating. The latest 
| corporate immigrant is Exxon, Ameri- 
_ca’s biggest oil company. It is moving its 
head offices on New York's Sixth Ave- 
| mue in the Exxon building, which it sold 
to Japan's Mitsui group several years ago, 
to a 132-acre office park near Dallas. 
. The force of this blow to New York's 
'eady bruised confidence was increased 
by the announcement on October 30th 
that the Rockefeller Group was reducing 
its presence in the city by selling for 
.$846m a controlling interest іп the 
Rockefeller Centre and other Rockefel- 
ler properties in midtown Manhattan to 
- Japan's Mitsubishi Estate, the owner of 
much of central Tokyo. In stark contrast, 
las is recovering confidence in itself 
as big companies announce that they are 
relocating there. 
— Exxon is just the latest catch. In the 
past decade more than 150 companies 
have moved their corporate headquar- 
to the Metroplex, which boasts one 
_ of America's biggest and best airports. 
They include JC Penney, a retail chain; 
Burlington Northern, an American rail- 
way company; Kimberly-Clark, the pa- 
per company that makes Kleenex, 
Huggies and Kotex products; and Ameri- 
can Airlines. The oil bust and the finan- 
| da woes of Texan banks and thrift insti- 
tions have, paradoxically, made Dallas 


re the euro-consumers of the future. 
None of these trends makes pan-Euro- 
dean advertising irresistible to advertisers if 
s not suit their marketing book. The 
ed values of the Beatlemania-to-mini- 
generation of teenagers in the 1960s 
> not created global consumers today. 
e media should make it just as easy to 
to different tastes as to sell the same 
g to everybody everywhere. Patches of 
s-border affluence in Europe do not nec- 
ily mean that wealthy French, West 
man, Belgian and Swiss consumers will 
ant to spend their cash the same way. 
What about businessmen? Flitting from 
\їгу to country, they are often seen as 


campaign. That may be true, but just 
opean executives аге true jet- 
s? Mr Derek Bowden, media director 
Saatchi & Saatchi, reckons no more 


than 5% travel frequently throughout Eu- 





even more attractive to businesses look- 
ing for a new home. 

That is because Dallas, like Atlanta in 
the late-1970s, is temporarily overbuilt. 
First-class commercial space fetches rents 
of $10-15 a square foot compared with 
$40-50 in New York. The city’s unem- 
ployment rate is unusually, and again 
temporarily, above the national average. 

ent houses are on the market for 
$100,000 or less. So companies are jump- 
ing at the chance to buy land, rent offices 
and hire or move staff while the going is 
bad. Unfortunately, Southfork is not on 
the market. 





Exxon’s new neighbour 


rope. A survey of top businessmen con- 
ducted on behalf of The Economist, Young 
& Rubicam and others by Minton Kinnear, 
a marketresearch firm, shows that even 
those who consider themselves euro-flitters 
still spend on average two-thirds of their 
time at head office and 80% of the other 
third in their own country. 

There is a temptation for many con- 
sumer-goods businesses to imitate the “one 
sight, one sound, one sell" dictum that gov- 
erns the marketing of the few global prod- 
ucts like Pepsi- and Coca-Cola drinks and 
Marlboro cigarettes. But even Coca-Cola, 
the arch-exponent of globalism, tailors the 
advertising of its other drinks like Fanta to 
suit different markets. So does Kronen- 
bourg, the producer of France’s most popu- 
lar beer. At home, Kronenbourg is sold to a 
mass market with the eternal images of 
France, like cafés, boules and Citroén 2cvs. 
In Britain, Kronenbourg is presented as a 













drink for yuppies, now redesign: 
vators" in ad-speak use thi 
experiment with foreign products. " 

Unilever, an Anglo-Dutch soap--.-ns 
fingers conglomerate, is one of the wiliest 
European firms at pandering to national foi- 
bles. This is shown by its advertisements for 
Impulse, a body spray (for people, not cars). 
In Britain the handsome young fellow who 
gets a whiff of Impulse from the lady nearby 
presents her with a bunch of flowers. In the 
Italian version, Romeo offers a single rose. 

Advertisers who think that America's 
homogeneous market is the model for post- 
1992 European strategies should note that e 
pluribus unum is no longer the rule for mar- 
keters, even in America. many are 
turning to micro-marketing: segmenting the 
market along geographical, ethnic and other 
lines. Britain's Cadbury Schweppes distrib- 
utes its Schweppes drinks through over 150 
franchisees in America—each of whick 
chooses a different promotional strategy 
America's 19m Hispanics are now receiving 
special attention from the admen. 

European businesses with a mass con- 
sumer product should concentrate on mi- 
cro-marketing too. Europe's consumers will 
be spending an estimated $4.4 trillion by 
1993, or about 9796 of forecast American 
consumption. To win a chunk of that busi- 
ness, companies should ignore predictions 
of a marketing nirvana full of mythical euro- 
consumers glued to euro-TV. “Plan global, 
act local" is the motto for the great market. 









Jaguar 


The big cat 
snared 


AGUAR, a posh but small British car 

maker, has made an abrupt U-turn int 

e arms of Ford. The ink was barely dry on 
an outline agreement between Jaguar and 
Ford's arch-rival, General Motors, when on 
October 3lst Britain's industry secretary, 
Mr Nicholas Ridley, changed the rules of the 
hunt in Ford's favour. He announced that 
the government would remove the protec- 
tion of its anti-takeover “golden share" 14 
months ahead of schedule, if 7596 of Jag- 
uar's shareholders agreed. Two days later, 
aguar's management accepted a £1.6 billion 
($2.5 billion) cash bid from Ford. 

Like GM, Ford wants to expand Jaguar's 
product line. It has offered the company 
enough financial support to accelerate new 
product development and plans to set up 
joint study teams to explore areas of future 
growth. Ford needs a classy marque like Jag- 
uar. In America, Ford uses its Lincoln and 
Mercury divisions to sell upmarket cars, but 
it has no luxury brand in Europe. 

Ford plans to retain Jaguar as an inde- 












on whe 
does make sense 


| p notorious article that precipi- 
А tated Mr Lawson’s resignation as chan- 
Чу cellor, Sir Alan Walters described the EMS 
~ as “half-baked”’. In a way, it is. The system 
"lies somewhere between a pure float 
(where currencies are moved to and fro by 
market forces) and a fully fixed exchange- 
rate system (such as the pre-1914 gold 
standard or a full monetary union with a 
single currency, where parities are irrevo- 
cably locked). Such a compromise does 
have drawbacks. 
Problems arise for an exchange-rate 
‘system that is only semi-fixed if one coun- 
| try has a persistently higher inflation rate 
than the others. Supporters of the EMS 
would immediately reject the premise, and 
point out that the system has succeeded in 
bringing the inflation rates of countries 
like France and Italy (which used to be as 
inflation-prone as Britain) almost down to 
that of West Germany (the low-inflation 
anchor of the system). Yet if the system's 
supporters were fully confident of its 
power to make inflation rates converge, 
there would be no need for the option of 
realignments. The system could be fully 
fixed, not semi-fixed. In effect, a semi- 
fixed system presupposes inflation dif- 
ferentials, and hence the need to move the 
parities from time to time. 

Very well. Suppose Britain takes its in- 
flation into the system. Difficulties could 
arise in two distinct stages. In the first, 
monetary policy begins to work perverse- 
ly. At the start, the currency markets will 
expect the floor under sterling to hold. 
British interest rates will therefore fall, be- 
cause investors will no longet need to be 
compensated with high interest rates for 
their expectation that the pound will 
slide. Allowing for the difference in infla- 
tion, Britain’s real interest rates might eas- 
ily be lower than West Germany’s. In 
which case, monetary policy would be 
looser in the high-inflation country than 
in the low-inflation country. 

Inthe second stage, if the inflation dif- 
ferential persisted, the markets might be- 
gin to expect the pound to be devalued 
against the D-mark. Thanks to the first 
stage, this devaluation would have been 
both delayed and amplified by looser 
monetary policy. When it arrived it might 
therefore be big enough to cause large 
fluctuations in domestic interest rates. To 











Why peg the pound? 


The di ement between Nigel Lawson and Sir Alan Walters centred 
her it makes sense for the British government to try to hold its 
currency steady. The answer is that Mr Lawson was (mostly) right: it 





valued by 5% within the next month 
would produce an interest-rate differen- 
tial of 242% a month (more than. 30% at 
an annual rate) to offset it. An unappeal- 
ing prospect: periods of monetary laxity 


bursts of interest-rate 


followed by 
volatility. 

All this is a simplified, hypothetical 
model, and it leads to disaster. So why has 
disaster failed to strike the EMs? Sir Alan's 
answer is capital controls. By locking capi- 
tal in at home, the governments of France 
and Italy (for instance) have been able to 
deny domestic investors the interest rate 
they would demand in a free market. Sir 
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Alan expects trouble next year, when the 
French and Italian controls are due to be 
removed. Time will tell. However, France 
(especially) and Italy have already shed 
many of their capital controls, with no 
sign of illeffects as yet (see page 102). 
Moreover, -realignments of the system 
have become increasingly rare. The sys- 
tem's ability to force inflation down has 
reduced the need for large and frequent 
parity changes, and thereby prevented 
pre-realignment jitters. 

So the actual working of the Ems, it 
seems, has produced.a quite different re- 
sult from Sir Alan's hypothetical night- 
mare. On closer examination this should 
not be surprising. 

Inflation is driven by expectations. 
Workers demand higher wages because 
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arms to be sure of success. 





same reason, One way to break this cycle 
is with a recession: rising unemployment 
tames wage demands, and shrinking rnar- 
kets force firms to keep prices down. nan 
open economy, another way is for the gove 
ernment to make it clear that it will not 
accommodate inflation with a currency 
devaluation. This tells companies. tha 
price rises will make their goods uncom 
petitive abroad, giving them a big inc 
tive to resist higher costs. 

This powerful discipline seems.to have 
done the trick for the present members of 
the Ems. In Britain this discipline has bee 
lacking. Since the early 1980s, when a rise 
in sterling (rather than a contraction i 
the money supply, please note) squeezec 
inflation down, the pound has been a 
lowed to move erratically lower against. 
the Damark (see chart), With luck the an- 
chor of a more stable exchange rate would 
have worked as well in Britain as it did for 
the other inflation-prone EMS members 
though Britain's labour market is stub- 
born enough to leave an element of risk, 

As well as luck, there are two other re 
quirements for a successful anti-inflatior 
policy. One is an undoubted commitmen 
to defend the currency. If companies 
think they can persuade the government 
to devalue whenever they have priced 
themselves out of markets at home anc 
abroad (as British firms do at present 
tempts to stabilise the pound are likely to 
end in tears. 

The other requirement is an instru 
ment of policy to influence demand in the 
domestic economy, once interest rates 
have been devoted to the differerit task of 
pegging the pound. Without this extra in 
strument, a rise in demand (caused, say, 
by a change in attitudes to borrowing) can - 
lead to a big increase in the external defi 
cit even if the credibility of the exchange- 
rate target keeps inflation in check. If the 
external deficit gets big enough to under. 
mine that credibility, the hard landing 
beckons once more. 

Shadowing the D-mark in 1987 а 
1988 failed because neither of these re 
quirements was met. Mrs Thatcher and 
Sir Alan denied Mr Lawson credibility. 
But Mr Lawson denied himself the extr 
instrument he needed: fiscal policy. Say 
ing it had no role, and thus tying one апп 
behind his back, he tried to use interest: 
rates both to keep the pound steady and 
to control demand. In much of 1989, by 
unhappy coincidence, that was possible. - 
In 1987 and early 1988, when the rot of 
excessive demand set in, it was not. Soon, 
the government will be torn between cue 
ting interest rates to cushion the econo 
my's slowdown, and keeping them up to 
prevent a slide in sterling. Pegging the 
pound makes sense— but vou need both. 
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Going for Sir John’s jugular 


pendent operating unit, with its own capital 
structure and board of directors. Ford's will- 
ingness not to swallow Jaguar completely, to- 
gether with doubts about the viability of the 
GM offer after the removal of the golden 
share, were what finally helped win over Sir 
John Egan, Jaguar's chairman, and the com- 
pany's board. Sir John will remain chairman 
of Jaguar, at least for an interim period, re- 
porting directly to Mr Lindsey Halstead, 
chairman of Ford of Europe. Ford has also 
promised to boost Jaguar's research and 
development facilities and modernise and 
expand its factories in Britain's West Mid- 
lands. Jaguar will keep its own dealership 
networks. At best, Sir John seems to have 
retained a semblance of independence for 
Britain's last independent carmaker. 

Mr Ridley's decision opened the way for 
a full takeover of Jaguar. That upset GM's 
plans to take a minority stake and launch a 
series of joint ventures with Jaguar, which 
would have entwined the two companies 
sufficiently to discourage most other preda- 
tors. Surprised GM officials were still consid- 
ering their position immediately after Jaguar 
accepted the Ford offer. But GM later de- 
cided not to enter into an expensive auction 
for Jaguar. This means Ford is now likely to 
have the field to itself. Ford is already in a 
strong position, having acquired more than 
1396 of Jaguar shares, as well as the support 
of the company's board. 

For almost two years Sir John has been 
talking to a queue of other carmakers keen 
to include the glamour of Jaguar's name in 


'their product line to help them counter an 


aggressive move upmarket by Japanese com- 
petitors. But at the same time, Sir John has 
sought to retain Jaguar's independence. 
This has been guaranteed since privatisation 
in 1984 by the golden share. Moreover, Jag- 
uar's articles of association prevent a single 
shareholding exceeding 1596 until the end 
of 1990. Neither that limit, nor the golden 
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share, is any longer an ob- 
stacle to Ford's bid now 
that it is being "unani- 
mously" recommended to 
Jaguar's shareholders by 
the board. 

It was when Sir John's 
talks with GM got cosy that 
Ford's Mr Halstead decided 
to act. On September 19th 
he rang Sir John to inform 
him of Ford's intention to 
buy a 1596 stake in Jaguar. 
Right from the beginning 
Ford's ambition has been 
to seize full control. Initially 
that looked like a big gam- 
ble, especially when Jag- 
uar's talks with GM intensi- 
fied. These were leading 
towards the American mul- 
tinational eventually build- 
ing up a minority stake of 
under 3096 and injecting some £500m of 
new capital. The cash would have been used 
by Jaguar to develop its proposed r-type 
sports car, a successor to its famous E-type 
model of the 1960s, and to embark upon 
joint ventures. Possibilities suggested by GM 
included a new engine and a smaller Jaguar 
model to compete with the 3-series cars 


BMW, its West German rival in the luxury 
car market. 

The golden share would have bought 
time for the partnership to flourish. But 
having lost previous battles to buy makers of 
sexy European cars, like Italy's Alfa Romeo, 
and having given up on collaborative talks 
with Sweden's Saab-Scania, Ford was deter- 
mined not to let the big cat escape. If Ford 
won the support of shareholders, it would 
have put Mr Ridley on the spot. If he had 
agreed to waive the government's golden 
share, he would have appeared to be back- 
ing Ford; if he had left it in place, GM. So Mr 
Ridley moved swiftly to "level the playing 
field" before any rival offers were 
announced. 

Jaguar has come a long way since it was 
losing around £1m a week back in 1980, But 
with half of its sales in America, the com- 
pany was stung by the decline in the value of 
the dollar in the past few years and by ir 
tense competition in the American marke 
Jaguar produces only 50,000 cars a year and 
has been finding it increasingly difficult to 
come up with the money needed to develop 
brand new cars and broaden its product 
range like that of, say, BMW, which makes 
500,000 cars a year. Even with Ford's help, 
Jaguar still has a long drive ahead to catch 
the pride of Bavaria. 





West German industry 


The cheeky Mittelstand 


BONN 


Feisty small firms are challenging the dominance of West Germany’s indus- 
trial behemoths. Their first target: the mobile-telephone market 


EGA-MERGERS, like the Daimler- 

Benz takeover of Messerschmitt- 
Bélkow-Blohm, have dominated West Ger- 
man business news for months. So it has 
been easy to miss another development 
which is less dramatic but more important 
for the future of West German industry. For 
the first time lots of small and medium-sized 


firms, from the so-called Mittelstand, are 
joining forces to bag lucrative and high-pro- 
file business deals that would normally go : 
the giants. 

At stake in the first sortie of what has 
already been dubbed a long-term “Mittel- 
stand offensive" is the licence to build and 
run West Germany's first privately operated 
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SmithKline Beckman Corporation 








E has merged with 
_ Beecham Group p.l.c. 
to form 


| SmithKline Beecham 


^. Morgan Guaranty acted as financial advisor 


to SmithKline Beckman Corporation 
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NO ONE OPENS THE DOOR TO AMERICA 
LIKE NORTHWEST. 


What does service mean to Northwest? It means giving you more 
choices and options. From 12 cities in Asia we can take you through 
8 U.S. gateways and onward to over 200 cities across America. 
No other airline offers you this much choice. 

To the over 1,000,000 passengers that fly the Pacific with us each 
year, it means getting you where you want to go, when you want 
to go, as easily as possible. 

For reservations call Northwest Airlines or 
your travel agent. 

Who takes you right to America's doorstep? 
Northwest Airlines. 
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TANJUNG ARU BEACH HOTEL, LOCKED ВАС 174, 88999 KOTA KINABALU, SABAH, MALAYSIA. TEL: (60-88)58711 TLX: 8075 ABH 
SHANGRI-LA INTERNATIONAL: AUSTRALIA (008) 222 448 e BANGKOK (2) 236 7777 • HONG КОМО (5) 810 778 
е KUALA LUMPUR (03) 230 6248 e SINGAPORE 235 1311 e TOKYO (03) 667 7744 
SHANGRI-LA INTERNATIONAL HOTELS and RESORTS: CANADA e CHINA e FIJI е HONG KONG € MALAYSIA • SINGAPORE e THAILANI 





Do you travel on business? 


GIVE YOURSELF A FLYING START WITH THE ECONOMIST BUSINESS TRAVELLER'S GUIDES 


While culture shock can be a colourful experience for the casual 
visitor, it can prove a disaster when trying to establish good 
business relations. 

The Economist Business Traveller's Guides is the only 
series of guides to cover every aspect of doing business 
internationally, with cogent briefs on: 
© Business practice and etiquette € Law, tax and employment 
e Political and economic e Importing, exporting and 

circumstances distribution 
© Major industries and € The financial and business 

professions worlds 


Together with comprehensive guides to major business 
cities, including: hotels and restaurants, transport, and local 
business services and resources. 

Price per title including postage: UK £13.95; Rest of World 
£17.50. Payment can be made by cheque, credit card or by 
pro-forma invoice. 

x Please send orders with payment to: 

I he Marston Book Services 


С М P О Box 87, Osney Mead 
Ec onomuist OXFORD OX2 ODT 
Facsimile: (0865) 791927 Telex: 837515 
For credit card orders and enquiries please contact 
Mrs Pat Crook on Oxford (0865) 791155 
Personal callers may purchase books from The Economist Publications Bookshop, 23A St James's Street 





PUBLICATIONS 





Bayer: Expertise with Responsibility. 
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Д Companies must make a profit. 
But we also have a responsibility 
to think of others. 


The results for the first half of 1989 point to 
a continuation of our past business succes- 
ses. In 1988 our total dividend payout was 
the highest ever distributed to the sharehold- 
ers of a publicly-held German corpora- 
tion. The basis of this success is Bayer's 
scientific and technological expertise, our 
advanced range of products, and our 
worldwide organization. 

We are committed to using our expertise 
in a responsible manner. This principle is 
integrated in our corporate policy, in which 
environmental protection and economic 
performance have equal priority. 


BUSINESS DEVELOPMENT 


1989 During the first six months, Baye 
Group net sales rose by 11.8 per cent 
to DM 22,620 million. Income before 
income taxes increased 19.2 per cent to 
DM 2,220 million. 


Bayer AG net sales rose by 8.4 per cent 
to DM 10,095 million. Income before 
income taxes increased by 18.7 per cent, 
reaching DM 1,270 million. 


1988 Bayer Group net sales: DM 40,468 
million. Share of sales outside West 
Germany: 78.6 per cent. 


Bayer AG net sales: DM 17,852 million. 
Export share: 65.6 per cent. 


Bayer Group capital expenditures: DM 
3,145 million, of which DM 1,818 million in 
West Germany. Group research ex- 
penses: DM 2,460 million, of which DM 
1,475 million at Bayer AG. 


Income after taxes for Bayer Group: DM 
1,909 million; for Bayer AG: DM 1,011 
million. 


Dividend per share: DM 12 per share ‹ 
DM 50 nominal. Total dividends paid: DM 
761 million on capital stock of DM 3,170 
million distributed to some 375,000 
shareholders. 


If you would like to know more about Bayer, 
please contact Bayer AG, Public Relations 
Department, D-5090 Leverkusen, West 
Germany. 











Bayer Aktiengesellschaft Leverkusen 


Bayer 















mobile-telephone system. Here is a battle 


phone users, the West Gennan market is 
startlingly underdeveloped. There are only 
140,000 subscribers to the present expen- 
sive and inefficient system run by the 
Bundespost, the federal postal service. 

With a new generation of pocket-sized, 
digital telephones on the way, the number of 
West German users is expected to soar to 
more than 2m in a decade. The Bundespost 
will keep part of the business to itself. But, 
thanks to a post and telecoms reform which 
took effect in July, it is putting a competing 
system in private hands. Ten consortia are 
fighting for the licence, estimated to mean 
business worth at least DM5 billion ($2.7 
billion) to the winner. 

i er group comes out on top, it 
will face a huge initial investment. The win- 
= зг will have to set up more than 2,000 relay 

ations across the country. That will proba- 
bly involve massive losses before the net- 
work starts to break even sometime in the 
mid-1990s. Surely this is no task for 
Mittelstand firms, which are famous for be- 
ing highly flexible, innovative and successful 
on a small scale but which individually lack 
the cash and clout of giants like Daimler and 
Siemens? Or is it? Put together a consortium 
which includes banks and foreign telecoms 
firms, but in which medium-sized firms have 
the decisive say, and maybe the Mittelstand 
has a chance after all. 

That, at any rate, is the view of Count 
Albrecht Matuschka, head of a fast-growing 
financialservices group in Munich which 
bears his name (see box). In a bid to snatch 
the mobile-telephone licence from under 
the noses of West Germany's industrial gi- 
ants, he has set up a company called Deut- 
sche Mobilfunk, in which three leading 
telecoms outfits (America's Southwestern 
" 4| and Millicom, and Sweden's Comvik) 
ave a 33% stake and nine Landesbanks, 
large financial institutions co-owned by sav- 

banks and the state governments, hold 
her 1696. 

The controlling 5196 of the consortium 
is owned by a holding company representing 
10 Mittelstand firms all keen to muscle in 
on a potentially lucrative business. They 
range from computer-programming firms 
(Software AG of Darmstadt) and antenna 
specialists (Urbana of Hamburg) to makers 
of hearing aids (Akustimed) and electronics 
retail chains (Ruefach). Also included are a 
large number of companies not primarily in- 
volved in electronics businesses but which 
reckon they can either market mobile-tele- 
phone technology or use it themselves for 
paging and emergency-warning systems. 

When word of the Matuschka scheme 
first slipped out, it prompted sneers from 
competitors about "the count's rag-tag 
army." As more details have emerged, crit- 
ics have grown less caustic. Few any longer 
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well worth winning. Compared with Britain, ~ 
which has more than 600,000 mobile-tele- 





OUNT Albrecht Matuschka's immi- 
nent business extinction has been 
repeatedly prophesied from the moment 
he set up a small asset-management firm 
with two fellow students in a one-room 
office in Munich in 1970. But the now- 
not-so-young aristocrat now looks un- 
likely to lose his commercial head. The 
Matuschka group has become one of 
West Germany's biggest non-bank finan- 
cial-services outfits. It is active in venture 
capital, buy-outs and all the parapher- 
nalia of financial engineering common in 
America and Britain but which, at least 
until recently, left West Germany's gen- 
erally staid financiers goggle-eyed. 
The count still has plenty of critics. 
They grumble about the recent sale of 





The count disapproves 


doubt the consortium's technical skill, its fi- 
nancial backing or its ability to provide 
enough sites for the relay stations. 

There are still questions about whether 
effective management control can be exer- 
cised over so motley a bunch; but the diver- 
sity of the participating firms brings an ad- 
vantage. It implies that the consortium will 
be able to identify and capture profitable 
market niches which may be overlooked by 
the Bundespost's own competing service 
(which would anyway aim to serve the more 
straightforward needs of a mass public). To 
that extent the two networks should be 
complementary—a point that will not be 
lost on the federal postal minister, Mr 
Christian Schwarz-Schilling. He will decide 
who gets the licence after reading the report 
of an advisory committee due to be handed 
over on December 12th. 

Several other consortia, including two 
led by the big engineering groups Mannes- 
mann and MAN, have strong technical and 
management arguments in their favour. 
There is evidence in Bonn of sympathy for 
the Mittelstand tenders, not just from Deut- 
sche Mobilfunk but also from DeTel, an- 
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25% of the group to non-German part- 
ners including Japan's Nomura Securi- 
ties and America’s General Electric, 
making Matuschka a potential Trojan 
horse to many of West Germany's clubby 
if European-minded bankers. 
They also smart under Mr | 
Matuschka’s abrasive eloquence. Regu- || 
lar targets for his scorn include West || 
Germany's underdeveloped stockmark- | 
et, its lack of a top-notch business school || 
and the government's bureaucratic stab f 
at channelling venture capital to small 
enterprises. | 
Not surprisingly several banks are ir- 
ritated at the way Mr Matuschka has | 
wooed away some of their best people by 
tempting them with partnerships and a 
less hide-bound environment. 
quarters of the Matuschka group is 
owned by 33 senior executives, . 
Behind Mr Matuschka's rhetorical | 
outbursts, which get the group noticed, || 
there is a streak of fiercely critical patrio- || 
tism. Trained in America and the City of | 
London, Mr Matuschka spouts а lot of ||. 
un-Germanic ideas about how to trans | 
form the country's rigid and archly-con- — 
servative financial industry so that it can 
be as internationally competitive as West | 
Germany's hundreds of first-class manu- _ 
facturing companies. Heaven help the — 
rest of the financial world if even half his 
schemes are realised. 







































other competing consortium based on 
dium-sized businesses. It is easy to see why. 
The centre-right government, which extols 
the virtues of competition, is still smarting 
from the fierce public criticism it received 
for approving the Daimler-MEB merger й 
September. In giving the go-ahead to tha 
deal, which makes the country's biggest ir 
dustrial group bigger still, the government 
overruled a veto by the cartel office. | 
It would now love a chance to prove 
that it is not biased in favour of West Ger- 
many's biggest companies. That does ме 
mean it would award the mobile-telephone 
licence to a clearly inferior Mitte 
group; but given a neck-and-neck finish be- 
tween a giant and a heigh-ho of dwarfs, it 
would favour the latter. 
If the Mittelstand companies take the 
prize, they will probably prod more me 
dium-sized firms into chasing other big cone 
tracts in much the same way. Even if cher 
not, the Matuschka-led cohorts aim to stick 
together and try their luck elsewhere. To 
lose one battle to the big battalions, they 
say, is not to lose the war. : 
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Nippon Telegraph and Telephone 


The empire 
Strikes back 
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HINK Japanese unions have no teeth? 
Think again. Back in 1985, Zendentsu, 

e Japan Telecommunications Workers’ 
Jnion, blocked the government's attempt 
to break up Nippon Telegraph and Tele- 
pos (NTT) while it was still a wholly state- 
yned enterprise. The government backed 
, deciding to privatise NTT as a single 
company instead. Four years on, the govern- 
- ment is having to watch helplessly as its sec- 
ond attempt at splitting up NTT is again be- 
ing stopped dead in its tracks by the 


— 


GOV 
12 


















АНИ Ьа amt er 


Captive consumers search for a line 







‘telecommunications union and its friends. 
5 Civil servants at Japan's Ministry of 
_ Posts and Telecommunications responsible 
regulating NTT have never quite man- 
‘aged to tame the giant telephone company. 
Th ey would welcome a break-up. No model 
' Japanese efficiency, NTT has annual sales 
excess of ¥5.9 trillion ($42 billion) and a 
oated 276,000-strong workforce to match. 
body has yet found a way to make it more 
responsive to Japan's increasingly disgrun- 
tled consumers, who are fed up with NTT's 
poor service and high prices. 
E" NrT, still 6596 owned by the govern- 
, ment, has so far thwarted private compe- 
_ tition. One of these new common carriers, 
_ Daini-Denden, claims that NTT has pre- 
. vented it from offering services to customers 
in smaller provincial cities by deliberately 
` delaying the connection of its services to 
NTT's network. Daini-Denden also says that 


90 





in 
M 
N- 
bi 





ditiis ' 


П 


NTT had demanded to see its competitors’ 
business plans before making connections. 
If the accusations are true, NTT may be guilty 
of breaking the law. 

Some ministry officials thought they 
had a chance to gain control over NTT earlier 
this year when the company found itself em- 
broiled in the Recruit shares-for-favours 
scandal and its then chairman, Mr Hisashi 
Shinto, was arrested on bribery charges. 
They set up a panel of outside advisers, 
headed by Toyota’s chairman, Mr Eiji 
Toyoda, to look at NTT’s future.Published 
last month, the panel’s interim report pro- 
posed three options for making NTT more 
manageable and responsive to market 
forces. One idea was to split it into regional 
entities, rather like the electric utilities. An- 
other was to divide it into two companies, 
one for supplying long-distance services and 
the other for local calls. The third approach 
called for NTT to be split into a long-distance 
carrier and 11 regional firms to supply local 
services. The last suggestion, modelled on 
the break-up of America’s AT&T, was the 
most popular one. 

An AT&t-style break-up, or any other, 
probably will not happen anytime soon. As 
an empire representing an array of inter- 
locking industrial and bureaucratic inter- 
ests, NTT makes a formidable opponent for 
both politicians and civil servants. It buys 
¥1.2 trillion-worth of equipment every year 
from its suppliers and spends a further ¥1.7 
trillion on new plant. Telecommunications- 
equipment makers such as Fujitsu and NEC 
are always among the first to rush to NTT's 
side in a fight. The banks, insurance compa- 
nies and brokerage houses who have NTT as 
a client have pitched in to help as well. Ja- 
pan's most powerful business group, the 
Keidanren, has suggested that all plans for 
breaking up NTT be shelved for three to five 
years. 

Even the powerful Ministry of Finance 
has thrown its weight against an NTT break- 
up. The ministry was forced to abandon its 
fourth offering of NTT shares in September 
because the stockmarket price had still not 
recovered from the slump caused by the Re- 
cruit affair. Finance-ministry officials had 
hoped to use the ¥2.8 trillion profit from a 
fourth sale to pay for some of Japan’s much- 
needed infrastructure i investment and to re- 
duce the government’s budget deficit. Any 
further talk of breaking up NTT, they warn, 
is going to make it even tougher to sell more 
of the company’s shares. 

NTT's staunchest ally remains its trade 
union, Zendentsu, which has seen the havoc 
wreaked on its railways counterpart by the 
pre-privatisation break-up of the then Japan 
National Railways. Mr Akira Yamagishi, 
Zendentsu's chairman, has declared the 
break-up plan to be already “90% dead”. It 
will be buried the moment the government 
tries to introduce the legislation for rewrit- 
ing the laws that govern NTT. With its war 





chest of more than Y42 billion, Zendentsu 
can pretty well call the tune among the poli- 


ticians. The ruling Liberal Democrat? 
party, despite its public calls for actio 
would be glad if the whole messy problem 
would quietly fade away. Because no noisy 
foreign firms are involved, it will probably 
do precisely that. 








Swatch lines | 


ZURICH 









IX years and 60m Swatches on, the 

Swiss watchmaker SMH is turning 
its colourful hand to telephones. Last 
time SMH tried something new it re- 
vived a traditional Swiss industry al- 
most buried by Asian competition. 
Swatch, an SMH subsidiary, was inno- 
vative both in cheap watchmaking 
(half the usual number of parts are 
needed in a Swatch) and in design 
and marketing. Who else launches- 
watch collections with designs like 
“kiki picasso” or "pink hurrycane'? 

This time Swatch is hoping to 
cash in on a new trend: the opening 
of telephone markets in Japan, Brit- 
ain and America. Many subscribers 
in these countries now buy rather 
than rent handsets. They have also 
become pickier. So Swatch is selling 
multicoloured telephones to meet the 
needs of the  fashion-conscious 
young—who make a lot of calls. 

So far ten models are available in 
America and five in Switzerland, in- 
cluding a transparent one in which all 
the wires and switches are visible— 
like a "jelly fish" Swatch watch. Their 
charm is more than _skin-deep: 
Swatchphones are "twins". You can 
pick up and use the base just like the 
receiver. Fine for three-way conversa- 
tions. Ideal for a ménage à trois. 
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FOR HIGH INTEREST, PAID GROSS, 


BURY YOUR MONEY ON AN ISLAND. 



















If you're looking for a safe place to stash 
some booty, try sailing into Barclays. 

We'll find a nice little spot for your money 
here in the Channel Islands, where you can 
enjoy the combined benefits of security and 
banking expertise. 

Barclays can offer a wide range of 
financial services from tax advice to 
savings plans. But, perhaps the easiest 
and safest way to take advantage of our 


position is through our range of offshore 


If you would like further information on 
these services and current rates of interest, 
please complete this coupon and return to 
Peter Griffiths, Barclays Finance Company 
(Guernsey) Limited, Dept. ZP, PO Box 269, 
Guernsey, Channel Islands. 

Barclays Finance Company (Guernsey) 
Limited has its principal place of business in 


St. Peter Port, Guernsey. The paid-up capital 


and reserves of Barclays Finance I work/reside in — — —  —— 
MEO BARCLAYS 
Company (Guernsey) Limited a | ЕЕЕ 2 


P deposit accounts 
! Our Fixed 
Term Deposits, for 
example, offer anyone 
investing £2,000 ($5,000) or 


more a high fixed rate of 


Deutschmarks or Swiss 
Francs (but not pieces of 
eight). 

A Call Account offers 
easy access on deposits 
over £2,000, so you can 
dig into your savings at 
any time. You can even have a cheque 
book if your holding is in Sterling. 


Whichever account you choose, you'll still 


earn a good market-related rate of interest, 


paid gross. 


And wherever you're based it's simple 


to organise any of these accounts. Our experi- 


enced staff will be pleased to advise you by 
phone. 

So to turn your spare cash into buried 
treasure give us a ring on (0481) 23223 or send 


the coupon. 


exceed £13.7 million. Latest audited accounts 
available on request from the Managing 
Director, Willie Allan. 
Name: Mr/Mrs/Miss/Ms 


Address 


Tel. No: 


GUERNSEY FINANCE COMPANY 


interest in Sterling, dollars, 
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Managing a merger 





_Еепу meeny miny mo... 


X 

— How enthusiasticall 
F wipe out your job? 
. newly formed SmithKline 


‘ FTER shareholders approved the 
friendly merger of America's 
SmithKline Beckman with Britain’s Bee- 
cham in July, the two companies’ employees 
seemed to be pleased with the deal. The first 
- of a spate of mergers that have reshaped the 
drug industry this year, the deal created a 
combined firm with annual sales of $9 bil- 
lion, a broader product range and a bigger 
salesforce. Employees of both companies 
were confident that the merger equipped 
them to survive the bruising marketing bat- 
tles that have become a dominant charac- 
teristic of the industry in recent years. 
Shareholders were equally keen. Investors 
were expecting yearly growth in earnings per 
— share of at least 20% as a result of the deal. 
Mr Bob Bauman, the former head of 
| Beecham who became the merged group's 
- chief executive, has embarked on an un- 
- usual experiment to forge in one step a sin- 
| gle organisation out of two companies that, 
until only а few months ago, viewed each 
| other as competitors. Not content with com- 
bining management of both companies at 
— the top or letting one firm simply swallow 
— the other, Mr Bauman has frozen any move 
- towards combining the two businesses until 
_ there is in place a detailed plan for a wrench- 
_ ing top-to-toe reorganisation designed to 
| eliminate, once and for all, any vestiges of 
—— the two separate companies. 
_ Thousands of managers from both com- 
— spanies have been scuttling back and forth 
| across the Atlantic to work out the details of 
Mr Bauman's grand plan. Every aspect of 
| the company is under review, including the 
- Managers’ own jobs. The merger plan will be 
implemented in January and Mr Bauman 
that the drastic measures needed to 
_ make the reorganisation work will be com- 
— pleted within a year or so. 
р Mr Bauman's refusal to do much until 
his grand scheme has been worked out has 
“alarmed those who fret that he is ignoring 
| immediate benefits to attempt the impossi- 
— ble. They point out that Ciba and Geigy, 
- two Swiss chemical companies, took almost 
— ten years to combine their operations, and 
| many believe that they still have not got it 
— right. Many employees no longer seem so 
_ happy with Mr Bauman's idea of merger ei- 
ther. Morale has reportedly sagged. In Octo- 
_ ber Mr James Andress, a top executive with 
Beecham and a Bauman appointee selected 
for the new SmithKline Beecham board, re- 
signed, preferring to go off to be his own 
boss at a smaller firm. 
Mr Bauman, a 58-year-old American, 
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ham 


would you participate in a reorganisation that could 
t’s just one thing Mr Bob Bauman, the boss of the 
, is asking his managers to do 


only entered the pharmaceutical industry 
when he became Beecham’s chairman in 
1986. Maybe that is why he is less than rev- 
erential about the taboos and histories of 
the two companies now under his com- 
mand. He says he recognises the risks of 
overhauling both firms at once, but argues 
that the benefits of forming a much larger, 
single unit are precisely what made the 
merger attractive. 

SmithKline Beecham’s merger task 
force—consisting of seven senior merger 
committees, 150 or so small working groups 
and advisers from McKinsey, an American 
management consulting firm—has had lots 
to sort out. The two companies’ computer 
systems have to be combined almost from 
the beginning so that product orders and ac- 
counting can be processed together. Differ- 
ences in pay structures and benefits in the 
two companies’ many national subsidiaries 
are to ironed out. Some manufacturing 
plants are to be expanded, others closed. 

In the pharmaceutical industry, more 
salesmen generally mean more sales. How- 
ever, in a few countries doctors react badly 
to pushy salemanship or excessive promo- 
tion. Here the combined marketing teams 
will have to be scaled back and redeployed. 
The task force also has to pick the best bets 
from the two companies’ much different 
drug-research programmes. Beecham's cos- 
metics business will be sold off by the end of 
the year. Other outfits that do not fit with 
the core businesses—human drugs, health- 
care consumer products, and medical test- 
ing—also could go. 

The merger task force will be complet- 
ing its review process in the next few weeks 
to present to senior management. The past 
few months have been unsettling. Country 
managers from each of the two firms are be- 
ing forced to work alongside each other 
planning how they will merge their opera- 
tions even while getting on with their every- 
day jobs, although they know only one of 
them will survive the merger. Small wonder 
that employees’ initial enthusiasm for the 
deal has been replaced by the nagging ques- 
tion: "what does this mean for me?". 

Mr Bauman agrees he is taking a gam- 
ble. Yet apart from making the board ap- 
pointments, made at the time of the merger 
announcement, and drawing up an orga- 
nisation chart, he has been reluctant to 
make any decisions on rationalisation until 
his plan for total merger is worked out in 
detail. The combined companies' top 5,000 
executives are going through an exhaustive 





Bauman the grand schemer 


assessment to determine who is the best per- 
son for the right job. Several layers of mid- 
dle management will also have to submit to 
the same trial. 

Mr Bauman argues that the friendliness 
of the merger helps. Each company was well 
acquainted with the other before the 
merger; there have been few surprises. Em- 
ployees also know that decisions made 
about them will be arrived at through nego- 
tiation rather than imposed on them by ex- 
ecutives from a predator firm. 

Listening to all this, critics argue th 
negotiation equals administrative dela,. 
Good men will search out secure positions 
in other companies right away. 

Nonetheless, Mr Bauman is convinced 
he can deliver—despite the huge merger ex- 
penses and the travel bill. The company 
plans to tell investors in March what the 
predicted restructuring costs and savings for 
the next few years will be. The company 
claims that divestments will boost 1990's re- 
sults, the same year as cutbacks in the com- 
pany's retained operations will produce sav- 
ings. By 1992 to 1993, the benefits of bigness 
are finally supposed to show through. 

If Mr Bauman's record is anything to go 
by, he ought to be given the chance to de- 
liver on his pledges. For the financial year to 
March 1988, after he had been Beecham's 
boss for just two years, Beecham's earnings 
per share rose 16% compared with an an- 
nual increase of just over 6% during the pre- 
vious two years. 
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E uropean companies already face major 
change from the single market 
programme, In the next few years further 
massive disruption to the business 
environment will follow from a rising tide 
of investment from pn. 

Underinvested in Europe and lured by 
the opportunities of a continent-scale 
economy, Japanese exporters are also 
driven by the fear of a new wall around the 
world's biggest market. 

Proven competitors of the highest 
calibre, cash-rich Japanese companies, from 
small beginnings in Europe today, are 
certain to play a major role in the EC 
economy of the '9(s. 

Which geographic areas and industry 
sectors are most attractive to Japanese 
companies? To what extent will the slower, 
more traditional greenfield route into 
Europe be replaced by a trend to full-blown 
acquisitions? 

The issues involved are highly complex. 
European companies have benefited from 
Japanese management techniques, and 
increasingly from orders and technology 
from Japanese manufacturing plants. Ther 
have also been driven out of business by 
Japanese exporters. 

This two-day Business International 
conference will look at the potential gains 
and losses to European business of the 
growing Japanese presence. It will assess 
the strategic response of business and 
policy options facing European governments 
and the Commission, as well as Japanese 
strategies and intentions for the Europe of 
the '90s. 


TRANSLATION 


The languages of the conference will 
be English and Japanese and 


simultaneous translation will be 
provided 


س س س 


* The registration fee for this conference is £850. US$1530 (plus VAT at 15%) B 
e It is understood that the costs of the hotel room and transportation are | 
not included in the registration fee P 


THE COMING WAVE OF JAPANESE INVESTMENT: Implications 


for European Business 


REGISTRATION FORM 
D Please register me for this conference 


Name 
Address 


night (including VAT and service charge) 


Arrival date 





Claridge's Hotel, London. 16-17 November 1989 


qup — — 2 cep 
Please make the following room reservation at The Claridge's Hotel. 
London at a preferential rate of £180/single per night: £200/double per 


О single О double room О no reservation 
Departure date 


A BUSINESS INTERNATIONAL CONFERENCE 


The Coming 
Wave of 
Japanese 

[Investment 


IMPLICATIONS FOR 
EUROPEAN BUSINESS 
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PAYMENT 


Ol enclose my-cheque ог 
Please make cheques payable to Business International Limited | 


I wish to pay by: 


Expiry date 
Signed 


Telex: 266353 


NOTE: Anv participant who must cancel 
should do so by November 7. 1989, After that 
date a cancellation fee of £185 will be charged. ова Business inropmanon ans ыж 
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Please return to: James O'Toole, Business International Limited, 
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; Worldwide offering of shares 
in Spain, the United States, Europe and Japan 


REPSOL, S.A. 
raising 134,432,600,000 pesetas 


N M Rothschild & Sons Limited 
acted as Global Co-ordinator of the offering 
and in association with Rothschild España S.A. 
as financial adviser to 
Instituto Nacional de Hidrocarburos 


N M ROTHSCHILD & SONS LIMITED 


Affiliated companies in 
Australia, Brazil, Canada, Chile, France, Germany, Hong Kong, Italy, 
Japan, Mexico, Portugal, Singapore, Spain, Switzerland, and the United States 
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Britain’s high-court swap-shop 


RULING handed down by Britain’s 
"A High Court on November Ist is dam- 
aging London’s reputation as a financial 
centre. The case was brought by a district 
auditor, who, on checking the books of a 
London borough, Hammersmith and Ful- 
ham, uncovered £6 billion ($9 billion) of in- 
terest-rate swaps and was unsure of their le- 
gality. Although 97 pages long, the thrust of 
the judgment was that not only were Ham- 
mersmith and Fulham's swaps ultra vires (ie, 
beyond the local authority's legal powers), 
t-t that any interest-rate management con- 
_ «ts with any council are illegal and unen- 
‘forceable. Bad, bad news for banks. 

Worst hit are the 70 or so banks, led by 
the bank that likes to say “Yes”, Britain's 
TSB, which have traded swaps and options 
with local authorities: they could. lose 
£500m if the Court of Appeal endorses the 
High Court's decision. TSB would face a bill 
of at least £47m if it had to replace all its 
swaps contracts with local councils. Ameri- 
ca's Security Pacific, Chemical Bank and 
Citicorp, Japan's Mitsubishi Finance and 
Britain's Barclays, National Westminster 
and Midland stand to lose more than £10m 
each. | 

The uncertainty over the legality of local 
councils’ swaps was having knock-on effects 
before the judgment. Building societies may 
enter into swaps only if they are used to 
hedge their liabilities. Several leading banks 
have. already stopped doing swaps with 
building societies. Outside Britain, banks 
are beginning to question swaps with other 
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municipal counterparties. 

The decision could also hit the British 
government's poll-tax plans. Some councils 
have taken out swaps to fix their borrowing 
costs at far. below today’s 15% base rate. If 
they have to unwind those contracts and 
pay more interest, the final bill could well 
fall on poll-tax payers—or the goverment, 
which would have to increase its planned 
subsidy to. poor councils. 

If the Court of Appeal upholds the 
High Court’s judgment, the banks will have 
to try to recover the money from other 
sources, They have a hit list. On it is the Au- 
dit. Commission, which supervises council 
book-keeping and could be sued for negli- 
gence in taking so long to wake up to the 
plight of Hammersmith and Fulham. The 
Audit Commission says it does not have a 
duty of care to the banks and others that do 
business with local councils. It claims that its 
sole duty isto ratepayers. — . 

The money-brokers, which arranged the 
swaps and other hedges between the banks 
and the local councils, are an easier target. 
The banks argue that as they were con- 
cerned only with their own exposures they 
did not have a good overall picture. The 
brokers did, and should have seen that sev- 
etal councils were using swaps to speculate 
rather than to: hedge existing borrowings. 
Also in the firing line are the councillors 





running the show the deals were done. 
This might be sa g, but would not plug. 
the hole in the banks’ profits. 


Perhaps the only one smiling broadly at 













































the end of this legal nightmare is Labo 
controlled Hammersmith and Fulha 
was the most active council in the inter 
rate-swap and options market. Ac the hei 
of its enthusiasm for interest-rate 
ment, the councils swap portfolio: 
counted for 4096 of the swaps done: 
councils. Hammersmith and Fulham 
folio of swaps now stands at almost £ 
lion. Banks could lose more than £100. 
that portfolio alone if the High Court's d 
sion stands. | 
When Hammersmith and Fulh: 
problems were first aired in February, я 
stopped making payments on swap 
ments, some other swap-happy councils 
lowed suit. Writs from the banks were ¢ 
patched to councils in Harlow (Esse 
Southwark (London), Ogwr (Wales) 
Blackburn (Lancashire). This pre 
ments from some of the councils 
flowing again. Now those counci 
have written swaps, betting that 
rates will fall, could legally stop paying. № 
local councils have already defaulted. 
Yet other local authorities have acte 
intermediaries for councils whose 
credit-ratings effectively proscribe 
ing swaps—usually rate-capped 
shunned by the banks. In 
creditworthy local authorities ins 
obligations of the spendthrift. We 
Hatfield district council in Не 
one of the biggest culprits; it Бокей. 
for some of the rougher names amon: 
councils, such as the boroughs of H 
Haringey and Brent—all in London and. 
Labour controlled. 
The banks are furious that such atii 
portant decision affecting so many deals: 
been taken in such a haphazard way. Os 
the district auditor decided to seek a ruling 
on the legality of Hammersmith and 
ham's activities, he was bound by che 197 
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Local Government Act to go to the ordi- 
пагу, Queen's Bench Division of the High 
"Court. The banks argue that a council 
whose interest-rate management was less fre- 
. netic should have been used to test the legal 
- ground. Failing that, as swaps are sophisti- 
cated financial instruments, the case should 
have been heard in the Chancery Court by 
experienced commercial judges. They banks 
ave half a point. 
The narrowness of the High Court's 
. judgment is quite extraordinary. Under the 
| 1972 Local Government Act, local councils 
have the power to borrow money. It is a so- 
called designated function. Under section 
111(1) of the act, they can also do anything 
which helps them carry out these functions. 
The court ruled that interest-rate manage- 
ment, using instruments such as swaps, does 
not help councils borrow. All it does is help 
them to alleviate the consequence of bor- 
rowing, ie, paying interest. 
= The two High Court judges who 
_ reached this decision went on to say that al- 
though interest-rate management is unlaw- 
ful, it would be a useful technique for coun- 
cils to have in their arsenal. This may 
prompt either the Court of Appeal or the 


French banking 


‘First among equals 


OMSON, France’s state-owned elec- 
A tronics giant, is in the middle of a spat 
involving the country's biggest state-owned 
bank, Banque Nationale de Paris (BNP), and 
its smaller nationalised rival, Crédit Lyon- 
nais. The reason for the quarrel: Thomson's 
decision to swap just over half of the finance 
arm of its defence operation, Thomson-CsF, 
with Crédit Lyonnais in return for nearly 
14% of the bank's equity. 

Set up in 1982, Thomson-csr Finance 
has become one of the jewels in the Thom- 
son group's crown. Last year the 
-subsidiary's 150 or so financial wiz- 
ards conjured up roughly three- 
fifths of the Thomson csr's FFr4.3 
billion ($720m) of pre-tax profit, us- 
ing a potent brew of futures and 
options. 

The French government is 
underwhelmed. It reckons that, 
with Thomson-CsF Finance, the 
-group is over-exposed to risky finan- 
cial markets and would prefer it to 
concentrate on the defence and 
‘consumer-electronics industries in- 
stead. The government has a good 
argument. Not all of the finance 
'arm's activities are money-spinners. 
Look at its FFr400m loan to Banque 
Al Saudi, a French-registered Saudi 
bank which had to be bailed out by 

` other banks, mostly French, in Paris 





House of Lords, both fonder of making the 
law than the High Court is, to extend it. 

The High Court’s ruling does not affect 
the question of restitution. It decided that 
swap contracts were ultra vires, but the 
judges said that this did not prevent the 
banks from arguing that the contracts were 
capable of being entered into lawfully. Nor- 
mally, under a mistake of law, money is not 
recoverable by either side. Any appeal by 
the banks will be heard at the earliest some- 
time next year. And in the meantime banks 
will have to make substantial provisions for 
any losses. 

If the appeal fails, the banks will be look- 


ing to the government to intervene. Its line 





in 1988. 

The stockmarket, too, thinks that 
Thomson should stick to its ballistic knit- 
ting. That is why shares in the publicly 
quoted portion of Thomson-CsF have been 
trading at low historic price-to-earnings ra- 
tios—nearer those usually assigned to banks 
than to electronics companies. Small won- 
der that Mr Alain Gomez, Thomson’s chief 
executive, decided to put the finance arm on 
the block. He began haggling with Mr Jean- 
Yves Haberer, chairman of Crédit Lyonnais, 





so far has been: no legislation before litiga- 
tion. Banks will be hoping for a law which 
will apply some test to local councils’ swap 
activities—and fall within the High Court's 
admission that it would be useful for coun- 
cils to be able to do swaps and the like to 
manage the cost of their debt. That local 
councils with plenty of assets and big bal- 
ance sheets should be completely barred 
from the swaps market seems absurd. Banks 
favour a test where the notional principal of 
any local council's swap portfolio should be, 
say, five times its total debts. 

Unless something is done, this pecu- 
liarly British problem could have ramifica- 
tions stretching beyond London. It might 
prompt the Bank for International Settle- 
ments (Bis) to look again at its rules on how 
banks should calculate whether they are ad- 
equately capitalised. The Bis reckons swaps 
are less risky than loans and gives them half 
as much riskeweighting, mainly becav-- 
there have been no defaults in the fast-gro 
ing swap market. The problem with local 
councils could also force the BIS to reassess 
the risk-weighting it gave publicly-owned en- 
tities. These were rated as ten times as 
creditworthy as any company. 

— | 


in February this year. A deal was announced 
on October 26th. 

Both sides reckoned without BNP. 
Peeved that it was not consulted about the 
sale—even though Mr Daniel Lebegue, 
BNP’s managing director, sits on Crédit Ly- 
onnais's board—snp announced оп Octo- 
ber 27th that it would launch a counter-bid 
for Thomson-csr Finance if the government 
approved. 

The government did not. On October 
30th the finance minister, Mr Pierre 
Bérégovoy, said the state would not review 
its approval of the Crédit Lyonnais link-up, 
thus sinking any BNP bid. By kicking 
fuss, BNP has made sure that it will be to 
any future match-making between state- 
owned industries and banks. More- 
over, the finance ministry has as- 
sured BNP that it will chivvy along 
plans to marry the bank with UAP, a 
state-owned insurer. 

That marriage would help the 
undercapitalised BNP meet the capi- 
taladequacy standards that the 
Bank for International Settlements 
(Bis) agreed should come into force 
by 1992. The Thomson link will 
help Crédit Lyonnais bolster its cap- 
ital, too. Mr Stephen Edwards of 
Williams de Broé, a London firm of 
stockbrokers specialising in Euro- 
pean equities, reckons that the 
bank's funds should increase by 
FFr5 billion-6 billion. Whether that 
is enough to satisfy the BIS remains 
to be seen. 
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Why clients select J.P Morgan 
for M&A. 


1. Advice that is totally objective. Rather than promote merger and acquisition 
transactions simply to generate fees, we become a strategic financial advisor, 
bringing a relationship focus to a transactional business. ЇЇ a transaction is not 
dal in a client's best interests, we will recommend against it. Our clients 
expect and get from us objective advice, based on a thorough knowledge of their 
needs and goals. 





2. Research free from conflict of interest. Good financial advice requires fun- 
damental research on a global basis. Morgan Guaranty’s financial advisory staff 
of 120 analysts is based in all the major financial лк kets worldwide. These ana- — 
lysts ию! Morgan’s M&A and corporate finance activities. They do not provide 
research to institutional investors to generate brokerage commissions. 





3. In-depth international capabilities. Research and execution today must 
reflect the growing interdependence of global capital and industrial markets. 
Morgan has always been an international firm with a major presence in the 
world’s financial centers. This international dimension - and our worldwide 
client base — further distinguish us from other firms offering M&A services. 





4. Complete range of M&A services. They include: advising public and private 
companies on prospective acquisitions, partial or total divestitures, tax-free spin- 
offs, joint ventures, restructurings, and recapitalizations; furnishing a variety of 
services under defensive retainers; acting as dealer manager for cash tender 
offers; providing fairness opinions; and acting as advisor and equity investor in 
leveraged buyouts. 


5. Compensation based on added value. We structure our fees to match each 
client’s specific strategic objectives. Our compensation is tied directly to the value 
we add. This means we compete for M&A business on the basis of performance 


and price. 


We've set our sights on being the world’s leading M&A advisor, and that's why 
we're changing the way this business is done. 


JPMorgan 
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Invest offshore with Halifax Building Society, and we'll 
steer you clear of troubled waters with two complementary, 
Jersey-based, sterling deposit accounts. 

First, HALIFAX DEPOSIT INTERNATIONAL. It’s a variable 
rate, instant access account. With no penalties and no mini- 
mum time limit, it has a minimum investment level of £1,000. 
The interest rate automatically rises on the whole investment 
as your balance steps up. 

You can also set up standing orders, direct debits and 
have your interest paid directly into your UK or Channel 
Island bank account. 


/ARIABLE RATE ACCOU 
OUR FEET WET. 


Then there's our new account, HALIFAX FIXED RATE 
INTERNATIONAL. The interest rate on your account is fixed on 
the day that we receive your funds for a period of 12 months 
and there is a minimum investment level of £10,000. 

Being Halifax accounts, you can expect highly com- 
petitive interest rates. And being offshore, we can offer you 
high interest with no UK income tax deducted. 

Both accounts are only open to people who are not 
ordinarily resident in the UK. And both accounts have the 
added option of monthly interest. 

If you would like more detailed information including 
conditions of issue, and our current interest rates, vou can 
ring our Halifax Jersey Helpline on (0)554 59840. 

Or send in the coupon below. You can rely on the 
Halifax to save you from a soaking. 

Г "Ip Halifax Building Society, International Investment Unit, Ingouville House, Ingouville 
Lane, St Helier, Jersey, Channel Islands. 


Please send me. details of: HALIFAX DEPOSIT INTERNATIONAL [| and/or HALIFAX FIXED 
RATE INTERNATIONAL [7]. inchiding current interest rates. 





Name Title 





Address 








Country 





Nationality... 














THE WORLD'S N? 1 
Halifax Building Society, International Investment Unit, Ingouville Hou 
s Р Lane, St Helier, Jersey, Channel Islands. Fax No: (9554 59280 Tel 
jsit account you become a depositor with the Society, Depositors are not members of the Society. Only 
's can vote on resolutions. Copies ofthe most recent audites ts. i demand. На ux Building Society or 





IN FROM THE COLD 


astern Europe in the 1990s 









Eastern Europe and the Soviet Union are undergoing a period of remarkable and 
“potentially destabilising change brought on by an acute economic crisis. These 
Special Reports will help you put the region in perspective. Each study analyses the 
roots of the current crisis and takes a detailed look at each country’s future economic 
and political prospects. 

< Closer economic relations with the EC, 
| massive industrial restructuring and 
foreign investment are crucial for each of 
the four. But how should the West 

- respond? The information you need to 
make that decision is included in: 






















Те USSR in the 1990s: Struggling Out Of 


Special Report No. 1152. 
‘Price: UK & Europe £110, North America US$230. 
Rest of World £113, Published February 1989. 










Hungary to 1993: Risks and Rewards of Reform. 
Special Report No. 1153. 

Price: UK & Europe £115, North America US$245, 
Rest of World £118 Published November 1988. 



















Special Report No. 2004. 
Price: UK & Europe £125, North America 058260, 
‘Rest of World £128. Published September 1989. 





East Germany to the 1990s: Can it Resist Glasnost? 
Special Report No. 1118. 

Price: UK & Europe £85, North America US$160, 
Rest of World £88 Published December 1987. 











ORDER FORM All prices include airmail postage. 
To order please tick the boxes by the titles 
required, complete the address details below 

and return the whole advertisement. 
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The Peninsula Group Reservation Centre, Hong Kong 
Tel: (5) 8407722. Fax: (5) 8455508 


DJ Please send further details of other EIU Publications. EHCL 


‘E. J enclose a cheque for £/US$ nec ER payable to: 
The Economist Intelligence Unit Limited. 


D. Please invoice me. 
E ; 40 Duke Street 
he Economist ada DUC 


Intelligence Unit | Tel: 01-493 6711 Telex: 266353 
15 Park Avenue South, New York, NY 10003, USA. Tel: (212) 460-0600 Telex: 175567. 
A division of Business International 


Registered Office: 25-8 James's Street, London SWIA ИИС. Registered in London no. 1752617. 
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| Swapping mad 


Swaps—l 


the stuff of banks and corporate tients canght on 
with American institutional investors in the mid-1980s. Now 


uro- 


pean fund managers are falling for their charms 


OTHING seems to halt the growth 
of the markets for interest-rate and 
currency swaps. The twice-yearly survey 
by the International Swap Dealers Associ- 
ation shows that, at the end of 1988, $1.3 
ees of swaps were outstanding. 
at is up by some $200 billion on the 
mid-1988 figure. Interest-rate swaps are 
the biggest market by far, accounting for 
$1 trillion of all swaps. Swappers reckon 
that market could have grown by a further 
25% since the start of this year. 

Interest-rate swaps аге straight- 
forward: two borrowers exchange interest 
payments on their debt. They may do this 
because they have different views about 
where interest rates are going. A 
company that has floating-rate debt 
may believe that interest rates will 
rise. Another (the “counterparty”’) 
with fixed-rate debt thinks that in- 
terest rates are going to fall. lt 
therefore makes floating-rate inter- 
est payments to the first company 
and in exchange is paid interest at a 
fixed rate. 

Interest-rate swaps have tradi- 
tionally been used by banks' liabil- 
ity managers and corporate treasur- 
ers to manage their debt. Then 
swappers persuaded American in- 
stitutional investors and portfolio 
managers of their value. 

Only recently has this trend 
come to Europe. lt is starting to 
open up a vast new market for 
swaps. Banks’ swaps teams reckon 
that the total value of this business 
among European investment insti- 
tutions has grown from almost nothing 18 
months ago to $15 billion today. 

Swapmen in London at Paribas and 
Credit Suisse First Boston say that British 
i nce companies and French and 
Italian pension funds are keenest to try 
out swaps. Many European institutions, 
though, are wary, still regarding swaps not 
as a hedging tool, but as a betting slip on 
the future course of interest rates. The 
bad publicity generated by the Hammer- 
smith and Fulham council's fiasco in the 
swaps market (see page 95) has not 
helped the swappers' cause. Even so, the 
benefits of swaps to portfolio managers 
are clear. Swaps can be used as hedging 
instruments, and as a quick and simple 
way to alter the mixes of currencies and 
interest rates in their portfolios. 

Swaps are helpful for fund managers 


ا 
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Mibi acne. 


MARKET FOCUS 


with portfolios of Eurobonds, which have 
a dearth of natural hedging instruments. 
Witness a deal done last month by 
Paribas: an ltalian client had bought 
$60m-worth of ten-year fixed-rate ecu 
bonds. The investor subsequently 
thought that interest rates were going to 
rise, thus knocking back the bonds’ price. 
The only ecu futures contract, listed on 
the London International Financial Fu- 
tures Exchange, was brand new and illi- 
quid and, moreover, had a maturity of just 
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three months. The Italian pension fund 
thus embarked on a five-year interest-rate 
swap with Paribas. The fund agreed to pay 
Paribas its fixed-rate payments, which 
Paribas replaced with a stream of floating- 
rate payments at its own risk. 

This is what swappers call creating syn- 
thetic securities. Now, when swap rates of- 
fer a higher yield over comparable bond 
investments, swappers are encouraging 
portfolio managers to think of swaps as a 
direct alternative to buying bonds. 

Today's gilt-edged (British govern- 
ment-bond) market offers a good illustra- 
tion of the way this works. With the stock 
of gilts diminishing because of the govern- 
ment's buy programme, managers of 
fixed-income funds have a limited range 
of choices if they want to keep their assets 
in sterling. One is to turn to the 


Eurosterling market, but the drawback 
here is that many issues are not graded by 
any credit-rating agency. As borrowers 
have to pay for a rating each time they 
bring an issue to market, many have re- 
fused to cough up. Unrated bonds are dif- 
ficult to trade because they are not popu- 
lar with, for example, Japanese banks. 

An alternative would be to turn to the 
swaps market. A manager of a fixed-in- 

*come fund, with a bearish view of interest 
rates, could create a synthetic security ei- 
ther by placing his money on deposit at a 
bank or by investing in a floating-rate 
note (FRN). Both of these would give him 
an investment with a floating rate of 
interest. 

The fund manager could then use this 
stream of floating-rate payments to enter 
into a swap agreement that would provi 

him with fixed-interest payments 
instead. This would give him a sig- 

nificantly better rate of interest 
than gilts. The rates for ten-year 
sterling swaps are at a historically 
high level of around 130 basis 
points (one-hundredths of 1%) 
over gilts of the same maturity, be- 
cause the government’s buy-back 
of gilts is bidding up gilt prices. 
The advantage of creating a syn- 
thetic security by using a swap 
rather than buying the real thing is 
the greater liquidity and the homo- 
geneous nature of the swaps mar- 
ket. A fund manager who wants to 
buy $30m of a typical $350m Euro- 
bond issue would find he was bid- 








similar-sized deal in the swaps mar- 
ket would cause barely a ripple. 

Entering into a swap can also 
cut down on the grunt work of 
credit analysis. With a normal diversified 
portfolio of bonds, a fund manager has to 
analyse the credit of a whole series of issu- 
ers. With a swap, his main concern is the 
credit exposure of his principal. This 
could have been put on deposit at a single 
bank or at several top-notch ones, or in a 
small number of FRNs. The credit risk of 
the swap agreement itself is considered 
relatively unimportant by investors, 

The big drawback for fund managers is 
the cost of unwinding a swap compared 
with the cost of selling a comparable num- 
ber of bonds. Dealing spreads on an aver- 
age Eurobond issue are 20-25 basis points. 
On a swap, they are expressed as yield 
spreads, and the rule of thumb is ten basis 
points for every year of maturity. No need 
for a calculator to know that swaps with 
long maturities are not for trading. 


56 
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Exchange «луы a 
Premature entry? 


TIN JULY 1990 France, Italy and Belgium 
A must abolish their remaining exchange 
and capital controls under the first stage of 
the Delors plan for greater European mone- 
tary convergence. Spain and Ireland have 
until 1992, Portugal until 1994. Open to the 
currency winds since 1979, Britain has used 
the lingering of these continental controls as 
an excuse to delay its own entry into the Ex- 
ange-rate mechanism (ERM): no point in 
entering the mechanism, so the argument 
runs, if it is going to unravel at the first sign 
of French franc or lira weakness once capital 
flows are free. Are such fears exaggerated? 
They are. 
` France and Italy have already removed 
most of their controls and the ERM looks 
more stable than ever. Tax-cheating French- 
men still cannot open a foreign bank ac- 
count (though companies can). But there is 
much else left to scrap. Italy has only a 
iit more to do. Italian individuals cannot 
nold foreign bank accounts, nor can they 
Quy certain short-term assets. But in both 
ountries the really powerful рокта 
ones preventing companies from moving 
oney abroad, or from advancing or delay- 
ng trade payments, or from borrowing their 
to sell it—have largely gone. Spain, 
too, has seen much liberalisation; few re- 
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LUMPUR 


| IE dowdy Kuala Lumpur Stock Ex- 
. change has long suffered from an inferi- 
orit complex towards Singapore's, its more 
ophisticated rival to the south. So now the 
Malaysian government is doing something 
it. All companies incorporated in Ma- 
are to be made to cancel any joint list- 
n the city-state's stockmarket. The de- 
will halve the S$112 billion ($57 
) capitalisation of the Singapore mar- 
For Kuala Lumpur's stockbrokers it is 
best news in years—if, a big if, they can 
е the increased business that should 
come their way. 
Datuk Daim Zainuddin, Malaysia's fi- 
minister, announced the decision in 
dget presented to parliament on Octo- 
7th. Both markets fell when they re- 
d for business on the following Mon- 
day. Investors were flummoxed as to how 
the decision will be put into practice. 

-. The move is no surprise. Once as close 
as Siamese twins, the two markets have been 
drifting apart. They have different listing re- 
quirements and use different trading and 


102 


en 


ry 





Free and easy 
Short-term interest rates 
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strictions on non-peseta borrowing remain. 

One test of the effect of the remaining 
controls in France and Italy is to compare 
the interest rate in the protected domestic 
money market with that in the unregulated 
Euro-currency market. The more extensive 
the controls, the wider the divergence in 
rates (see chart). Once Britain abolished ex- 
change controls in 1979, its two rates con- 


aysia's and Singapore's stockmarkets 


Separating the twins 


settlement procedures. Since 1987 Malay- 
sian companies have been banned from 
seeking a new listing in Singapore. 

Of the 317 companies quoted in Singa- 


C'mon back, Sime 
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verged. In the early 1980s there were big dif- 
ferences in the rates for France and Italy, 
reflecting pervasive controls. As these were 
relaxed, differences have narrowed—per- 
haps because governments chose to keep do- 
mestic rates in line with the Euromarkets’; 
more likely, because the remaining controls 
are having no significant effect. 

As it happens, as controls have been re- 
laxed, many of the liberalisers have seen 
large net inflows of capital. Money goes 
where the return is highest. Spanish and 
Italian interest rates are among the highest 
in Europe. Last year the inflow of capital 
into Italy was roughly twice the size of the 
current-account deficit; similarly with Spain 
(so both countries’ reserves incrased). The 
peseta and the lira face upward pressure on 
their exchange rate. After the Bundesbank’s 
more recent rise in interest rates, Spain and 
Italy were the only two ERM members not to 
follow suit. 

The absence of exchange and capi 
controls in the weaker-currency countries ~ 
will make it more difficult to postpone ex- 
change-rate realignment when (and if) the 
market thinks one is inevitable. Postponing 
inevitable realignments is not a good idea 
anyway; it just adds to uncertainty. If coun- 
tries want to peg their rates to the D-mark 
they have to run similar monetary policies as 
the anchor country, West Germany. This is 
the lesson France has learnt. Inflation there 
is 3.4%, just 0.1% higher than in West Ger- 


many, the smallest-ever difference. 


pore, 182 are incorporated in Malaysia. So 
far this year the volume of Malaysian stocks 
traded in Singapore has been greater than 
total trading in Kuala Lumpur. By compari- 
son, only 55 Singaporean companies are 
quoted in Kuala Lumpur, out of a total of 
300. They account for only 2% of trading. 

Singapore's dominance has been help ' 
by being in favour with foreign investe, 
some of whom would have trouble finding 
Kuala Lumpur on a map. They tend to stick 
to blue chips such as Sime Darby, a diversi- 

ysian conglomerate with a market 
capitalisation of M$4.8 billion ($1.8 billion). 
On October 30th, for each Sime Darby 
share that changed hands in Kuala Lumpur, 
13 were traded in Singapore. 

The Kuala Lumpur exchange will have 
to grow up a lot to cope with this increased 
business. It will need to automate its trading 
and to establish a centralised clearing sys- 
tem. Local brokers also have much work to 
do. In 1986 the rules were changed to let lo- 
cal banks take stakes in brokers. Some of the 
larger outfits that have emerged, such as 
Arab-Malaysian Securities, have the capital 
to provide liquidity to a larger market, but 
few can produce research that matches that 
from Singapore. 

Foreign securities houses are only al- 
lowed to buy an initial 3096 stake in a Malay- 









sian firm. So far only WL Carr, the stock- 
broking subsidiary of Banque Indosuez, and 





ties, says it will launch a M$400m Malaysian 
investment fund. Such foreign interest 








might help to allay the fears of Malaysian 
companies that having to quit the Singapore 
market will constrain their ability to raise 
capital. They will face strong competition 
for new capital, however, from enterprises 
the Malaysian government has earmarked 
to sell, for around M$24 billion. If Kuala 
Lumpur can absorb these cash calls and 
cope with the trading that previously went 
on in Singapore, then it may surplant Bang- 
kok as the region's new glamour market. 
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International banking 


Custody pie 


ISPARAGE not the delights of dull- 
ness. After spending small fortunes try- 
ing to establish themselves in underwriting 
1 securities trading, commercial banks 
lone investment bank) are attacking the 
boring, but more lucrative, business of 
global custody. This is a kind of safe deposit 
and book-keeping service for international 
investors in securities—holding and deliver- 
ing share certificates, settling securities 
trades and reporting on the state of cli- 
ents’ portfolios. It now generates $1 bil 
lion a year in fees. A bonanza will go to 
those banks that eventually succeed in 
“using it to enhance their fund-man- 
“agement services. 

The global-custody business is growing 
because investors are becoming more inter- 
nationally-minded. American institutional 
investors such as pension funds, insurance 
companies and fund managers have around 
$120 billion invested internationally. British 
institutional investors, which have been fol- 
lowing foreign markets for longer, have at 
least double that invested overseas. 

Global custody provides banks with a 

dy stream of income. State Street Bank, 

.. yston-based bank, earns more than 70% 
annually ($400m in 1988) of its revenue 
from custody business. The stockmarket 
rates such earnings more highly than other 
sorts of banking profits. State Street's 
shares trade at more than 21/2 times their 
book value: most American bank shares 
trade at about 11/4 times book value. 

At bigger banks, revenue from global 
custody is hidden under a bushel of other 
businesses. America’s Chase Manhattan, 
the biggest global custodian, looks after al- 
most $100 billion of international securities 
for institutional clients. Chase (which, like 
other banks, also offers a simpler service for 
domestic markets) reckons that its annual 
fees from global custody are worth 10-20 ba- 
sis points (hundredths of a percentage 
point) of the portfolios it handles. Few inter- 
national securities businesses can be certain 
of grossing $100m-200m each year. 

Other banks inflate their profits by in- 
cluding revenue from other services which 
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are triggered by global custody. Such busi- 
nesses include providing the foreign ex- 
change for investors to buy foreign securi- 
ties, lending securities and cash-manage- 
ment fees for making sure that any spare 
cash an investor may have is invested most 
profitably. America's biggest bank, Citi- 
corp, says that custody and related activities 
form its biggest single business in Europe, 
which this year will earn it $300m. Business, 
it says, is growing at a steady 2096 a year. 

As a result the market is becoming more 
competitive, with aggressive American 
banks pushing hard. The American assault 
may upset Midland, Barclays and the Royal 
Bank of Scotland, Britain's main custodian 
banks. It also threatens smaller global cus- 
todians such as Bank of Montreal, Manufac- 
turers Hanover and Chemical Bank. Some 
of the smaller fry have already given up. Brit- 
ish merchant banks, which used to be their 
own custodians, are buying in the service 
from specialists. N.M. Rothschild recently 
hired Chase as its global custodian. 

Others have not been deterred, how- 
ever. Planning to make a splash in the custo- 
dian business are Swiss Bank Corporation 
and Morgan Stanley, a New York invest- 
ment bank. Morgan Stanley started the 
business in January 1988 and now looks af- 
ter $12 billion of other people's securities. 
Morgan Stanley is aiming to have $50 bil- 
lion by 1993. = 















































Notable absentees from the global 
тоду business are the Japanese. Its growth in 
Japan has been stunted by the country's: 
highly regulated financial system. The б 
Japanese bank with a sizeable share of the 
business is Mitsubishi Bank. lt got int 
global custody last year through its acqui- 
sition of Bank of California, which looks ab 
ter portfolios worth $1 billion. Japanese. 
commercial banks (which are not allowed t 
run trust funds) have not developed thes 
phisticated computer systems. needed | 
keep track of portfolios, though Su | 
Trust Bank is starting to. So global 
might be one financial service where the Јај 
anese have to buy, rather than work, 
way in. 


Californian property | 
Sinking slowly in 
the west 


NEW YORK 


AVING risen there more than di 

where else in America in 19864 
property prices in California are on the | 
of a slump. That spells growing prob 
not only for owners of homes, office bu 
ings, shopping malls or whatever, but 
for the banks and the thrifts (saving: 
loans) which lent to them. 

California is home to 15% of Ameri 
homes. The state's thrifts also accout 
29% of America’s $1.35 trillion in thr 
sets, Any steep decline in California hou 
prices could preatly extend the taxpayer: 
bailout of that insolvent industry. There 
also is the little matter of the $ ior 
mortgage-backed securities marke 
ant Federal National Mortgage 
(Fannie Mae), America’s largest fina 
stitution, says that California ассо 
about 25% of its $300 billion or « 
gage loans and mortgage-backed 

California joins a growing I 
with distressed property markets. Te 
the other oil states have long since suff 
full-scale bust. Arizonan property pri 
have also collapsed. To the east, be it i 
ton, New York, Washington or Flo 
property prices have fallen 5-25% in the past 
18 months. The greater the speculation, 
bigger the fall. First, home sales decline 
sellers remove their homes from the marke 
when they cannot sell them for what the 
think they are worth. Then prices start fall 
ing as sellers begin to panic. Property tians 
actions have so far fallen 19% this yea 
across America, reflecting sellers’ unwilling 
ness to mark down prices. 

California has just come through a clase 
sic speculative property binge fuelled by сам 
credit. The state’s commercial banks le 
heavily for both construction and convene 
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tional mortgages in 1986-89. At the begin- 
ning of 1986 Californian banks had 25.1% 
of their total assets in property loans. By Oc- 
tober 18 1989, the figure was 31.8%. The 
increase is more dramatic than it looks. 
Prior to the Texas property bust, property 
loans made by banks in the Dallas federal 
reserve district increased from 16.1% of to- 
tal assets at end-1983 to 26.1% in 1986. 

While house-prices rose by a lacklustre 
national average of 4.1% in 1988, they 
jumped by 18.4% in California. In the dull 
but wealthy coastal resort of Santa Barbara, 
north of Los Angeles, they climbed an amaz- 
ing 37.5%. As late as December 1988, two 
out of five Californian homes on the market 
were snapped up within 30 days. 

The boom died abruptly at the end of 
the first quarter of this year because lenders 
suddenly grew cautious and buyers were 
priced out of the market. The California 
Association of Realtors (ie, estate agents), 
an optimistic lot, forecasts that house sales 
will fall by 6.7% this year, to 525,000. This 
means transactions peaked in the first three 
months of this year at an annual rate of 
635,000. The California estate agents pre- 
dict a further 9% decline in sales in 1990. 

Mr Timothy Hurckes, an analyst at 
Donaldson, Lufkin & Jenrette who has 
since become a money manager, forecasts 
that California's housing industry will 
slump late this year or early next and that 
house prices will be falling and non-per- 
forming loans rising by 1991. As warning 
signs, he points to falling home sales, a rising 
inventory of second-hand homes and a 
record supply of new homes. Lenders who 
have advanced construction loans or home 
loans with only 10% down-payments will 
suffer “considerable” losses. Mr Hurckes es- 
timates that the buyer puts down 1096 or 
more of equity in only 30-4096 of mortgages. 

No one is yet suggesting that California 
is in for a Texas-style collapse, but the down- 
turn will come because California has priced 
itself out of the housing market. At the end 
of June the average house in Los Angeles 
cost $218,000 and compared with a median 
family income of $34,300; in San Francisco 
the average house cost $266,000 compared 
with a median family income of $43,300—a 
price-to-income ratio in both cases of 6:1. 
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Contrast this with Houston, Texas: there, 
houses cost $69,000 compared with an aver- 
age income of $43,000, a ratio of only 1.6:1. 

Although house prices may not yet be 
falling in Californian cities, sales have fallen. 
In the second quarter of 1989 seasonally-ad- 
justed house sales fell by 8% compared with 
the previous year and by 1596 from the sea- 
sonally-adjusted first-quarter rate. Sellers 
continue to hope prices will rise but buyers 
cannot afford to buy. So home sales decline 
and the overhang of unsold property grows. 
Take the San Fernando Valley. In August 
1988, for every 100 new houses listed for 
sale by estate agents, 77 were sold. By last 
August the figure was 28. 

The prospects are poor for the commer- 
cial-office market, too. Bleakest is down- 





town Los Angeles, the financial centre of 
America's west coast. Within two years it 
may have one of the highest office-vacancy 
rates in America. There is 7.2m square feet 
of office space being built in central Los An- 
geles. Although the vacancy rate is a rela- 
tively modest 12.5%, it could double to 2°” 
in the next two years. 

Bulls of California property like to argue 
that the state has a natural housing short- 
age. To support this they talk "special" fac- 
tors such as Asian immigration and local 
laws placing legislative controls on eco- 
nomic growth. But California suffers no 
more of a housing shortage than the world 
did oil in the 1970s. Just like ОРЕС, Califor- 
nia has priced itself out of the market. 
9و‎ 








OR THE insurance industry, an ill 

wind blows nobody, but nobody, 
any good. That was certainly true of Hur- 
ricane Hugo which swept through the 
Caribbean and the Carolinas in Septem- 
ber. Mr Gerald Lewinsohn, an insurance 
analyst at Merrill Lynch, reckons Hugo 
has caused at least $4 billion-worth of in- 
sured losses. By comparison, the earth- 
quake that hit northern California on 
October 17th caused only a minor 
tremor in insurance circles. 

American Insurance Services now es- 
timates insured property damage from 
the earthquake at $960m. In addition, 
insurers will have to add 
in claims under workers’ 
compensation, life, 
health and liability insur- 
ance policies. Even so, 
Mr Lewinsohn reckons 
that there will be no more 
than about $2 billion in 
losses from the quake, 
net of any reinsurance. 

Canny insurers keep 
only a small chunk of the 
risks they underwrite. 
The rest are passed to re- 





The cost of the quake 





insurance firms, which take a cut of the 
premiums collected. Transamerica, for 
one, reckons that reinsurance will keep 
its losses from the quake to less than $6m 
after tax. Travelers, too, reckons on 
losses of less than $10m. Most reinsurers, 
though, think they will escape lightly. 
One British firm, Willis Faber, says that 
its exposure through its American sub- 
sidiaries is "trivial". 

So who is carrying most of the cost of 
the San Francisco earthquake? Reinsur- 
ers certainly, but mostly, it seems, 
retrocessionaires (ie,  re-reinsurers). 
Whoever, they should all count them- 
selves lucky. Had the 
earthquake occurred ear- 
lier in the day, with 
the epicentre 30 miles 
closer to San Francisco 
and with a magnitude 
one point higher on the 
Richter scale (ie, on 
thescale of the 1906 
quake) it would have 
crippled not only Califor- 
nia but the entire Ameri- 
can insurance industry as 
well. 
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Computer maths: 
could do better 


OMPUTERS can add and subtract 
more nimbly than Albert Einstein ever 
could, but they are still mere beginners 
when it comes to “real” mathematics. Nev- 
ertheless they are proving to be adept pu- 
"i. There is a glimmer of hope that from 
ir new-found skills a new technique—call 
it maths processing—will bring to engineers 
and scientists the sort of benefits that word 
processing brought to writers and secretar- 
ies. But there is a long way still to go. 

Most of the mathematics that comput- 
ers now do is unskilled labour. Scientists de- 
vise, say, an elegant new equation to calcu- 
late the size of the universe, which 
unfortunately takes unthinkably many mul- 
tiplications to reach an answer. Thirty years 
ago, that would have made the equation use- 
less; now computers can be programmed to 
make such boring tasks more manageable. 

Programming computers to do these 
calculations—a skill known as numerical 
analysis—is not straightforward. Some 
problems do not lend themselves to solution 
by computer; even those that do are some- 
times plagued by other irritations, such as 
the fact that decimal numbers do not always 
translate perfectly into the binary numbers 
which computers use. Both of these prob- 
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lems are yielding to treatment, but numeri- 
cal analysis still has a fundamental flaw: it 
cannot pick the right equation to do a job if 
you do not already know which one to use. 

Many of even the most day-to-day tasks 
of science and engineering involve recasting 
old equations into new forms. Most of this 
work takes little more than the algebra that 
12-year-olds learn in school. In theory, re- 
arranging equations is the sort of repetitive 
and tedious work at which computers excel 
Yet in the 20 or so years that researchers 
have been trying to teach computers how to 
do symbolic mathematics (the parts of math- 
ematics in which symbols, like x, are used to 
stand for things) success has remained 
elusive. 

The grandfather of symbolic-mathemat- 
ics programs is Macsyma, a project begun in 
the late 1960s at the Massachusetts Institute 
of Technology (міт). Algebra is a snap for 
Macsyma. So is most of calculus, and many 
branches of mathematics too obscure to 
mention. Though Macsyma can do more 
mathematics than most undergraduates and 
many engineers, it suffers from several flaws. 
One that it shares with many other com- 
puter-maths programs is that it can be awk- 
ward to display a formula on a computer 





screen. Computers simpl 
many of the squiggles that : 
use. 

Another problem is inconsistency. Be- 
cause Macsyma evolved over the y 
test-bed for whatever new mathematical 
technique was sweeping MIT that year, vari- 
ous parts of the program make different as- 
sumptions. One Macsyma user, a young 
physicist called Mr Stephen Wolfram, 
thought he could do better, and did 
so—twice. His first effort, SMP, was created 
at the California Institute of Technology 
and licensed to a Californian software com- 
pany called Inference, which sold about 200 
copies. 

Mr Wolfram's second-generati m sym- 
bolic-maths program, called Mathematica, 
caught the eye of Mr Steve Jobs, a founder 
of the computer maker, Apple. A copy of 
Mathematica comes free with Mr Jobs’s new 
NeXT computer. Inference was so pessimis- 
tic about the market for symbolic-maths 
programs that it got rid of SMP to concen- 
trate on expert systems. Mathematica, how- 
ever, is enjoying popularity and some com- 
mercial success. 

Mathematica is by no means the last 
word in symbolic mathematics. Its critics 
point out that it will occasionally do things 
to an equation that are plain wrong. Most of 
the errors are in obscure niches of math- 
ematics. Mathematica's supporters argue 
that anyone treading in such dangerous ar- 
eas should realise that there are bound to be 
pitfalls. 

The problem lies in the way symbolic- 
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maths programs keep track of what they are 
doing. The first steps in, say, solving for y in 
the equation x^ ~ y*+3x v—-] is to 
make sure that the equation is not a non- 
sense, and to get it into a form that the com- 
puter can cope with. Both can be taken by 
parsing the equation into a hierarchical 
structure called a tree (see diagram on next 


page). 

The answer to an equatiot 
as a tree can be calculated by applying the 
operator (eg, + ог ~ ) at each node of the 
tree to the values of the branches hanging 
down from it. If those br ve values 
that are numbers, you get a numeric answer. 
But the real advantage of the tree is that it 
also allows the manipulate 
symbols—to simplify an equation or to 
transform one equation into another. The 
trick here is to give the program a set of rules 
which state how parts of an equation can be 
rewritten, then to search through the tree 
for places to apply them 

One rule for simplifying 
might say that any minus node 


presented 
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it can be transformed 
to a single node whose 
lue is the left-hand vari- 





m 


ble minus the right-hand 
variable. Thus х — x could 
be transformed to 0. The 
snag is that even this appar- 
ently trivial transformation 
is sometimes—albeit very 
rarely—wrong. What if x 
ands for a function which 
yields a random number? 
One random number mi- 
nus another is probably not 
zero. Other exceptions can be found. 
© Mr Richard Fateman, one of the cre- 
ators of Macsyma and now a professor at the 
University of California at Berkeley, points 
üt that it quickly gets unwieldy to keep 
k of the exceptions to the rules needed 
transform equations in a computer. So 
some. programs let a few errors slip by. 
r$—riotably at the University of Water- 
loo in Ontario and at Івм'ѕ Thomas ] Wat- 
on Laboratories—are trying to help com- 
uters control such complexity by building 
more knowledge of mathematics into their 
orograms. 
The idea is to keep a sharper eye on 
hat sort of things a symbol can stand for. 
ing a branch of mathematics called mod- 
or abstract algebra, mathematicians can 












































show what transformatións 
can consistently be wrought 
on what numbers, func- 
tions and so on. In theory, 
if the maths program can 
keep track of which “do- 
main" it is working. in, it 
can avoid illegal transfor- 
mations. Unfortunately, 
keeping track of this knowl- 
edge is tricky. People flit 
from the rules of mathemat- 
ics involving. fractioris to 
those of whole numbers 
and on to those of math- 
ematical functions without even thinking 
about it. Literal-minded computers cannot 
yet keep up. 

Sceptics will say that even if researchers 
succeed in creating this next generation of 
symbolic-maths programs, computers will 
still not be able to do what many mathema- 
ticians consider to be their real work: to find 
and prove new theorems. Computers can 
prove any theorem that a person can— 
though it may take more than one person's 
lifetime to do it. But a computer cannot dis- 
tinguish between a breakthrough and trivia. 
Although it is more mundane, rearranging 
equations is thus: a more likely chore for 
computers—so long as they can learn to do 
even that right. 











Multiple sclerosis 


Getting there - 


MOUSE cannot plausibly impersonate 
aman, but it can mimic some of his dis- 
eases. Multiple sclerosis (Ms) is one. Ameri- 
can scientists have developed a vaccine that 
can protect mice against a condition that 
they study as a proxy for Ms. The human 
version of the disease may turn out to be un- 
expectedly different from the mouse ver- 
sion. Even so, the work shows that genetic 
engineering can manipulate the immune sys- 
tem and safely switch off harmful reactions. 
Multiple sclerosis is caused by damage 
to the myelin sheaths that insulate electrical 
signals passing down nerves. It seems that 
one group—or clone—of T-cells (the white 
blood cells in the immune system which rec- 
ognise and launch attacks on foreign in^? 
ers) mistakes the basic protein of myelin — 
a foreign antigen and attacks it. This dam: 
ages the insulation of nerve fibres and. so 
weakens the signals to muscles and the con- 
trol of movement. | 
A team led by Dr Arthur Vandenbark 
from the Oregon Health Sciences Univer- 
sity at Portland in Oregon has made a vac- 
cine that can protect mice against experi- 
mental autoimmune  encephalomyelitis 
(EAE), a condition that mimics Ms. The vac- 





Drive-in television 





















N 1929, when the idea was first mooted, 
some said car radios would never be al- 
lowed. In the 1930s some American cities 
lid outlaw the use of radios while driving. 
"The bans did not last—as 95% of cars in 
America now testify. Watching television 
whilst driving is, of course, quite different 
and will always sensibly be banned. Or 
will it? 

_ 1а many places it is not illegal for a 
tiver to watch television: 20 American 
states and most Western European coun- 
tries (not including Britain) permit it. 
Law-makers in these liberal places will 
robably be taking a closer look at car 
levision in the next 2-3 years when sev- 
eral car. companies introduce dashboard 
televisions and head-up instrument dis- 
plays (which reflect information from the 
dashboard. in the windscreen). There is 
also something rather more unusual on 
the way. 

7 Mr Jay Schiffman, who worked for 
many years on. cockpit displays for air- 
craft, has invented a form of head-up tele- 
vision for drivers which he thinks over- 
tomes most of the immediate objections 
to such a contraption. America's National 
Highway Transportation. Safety Board 








will be inspecting the system later this 
year. Мг  Schiffman's company, 
AutoVision Associates, of Fernadale in 
Michigan, is ready to market it in Western 
Europe or Asia first if there are early legal 
problems in America. 

Mr Schiffman’s idea rests on a tiny 
mirror placed high on the windscreen. 
Since this is only the size of a matchbox, it 
is less of an obstruction to vision than is a. 
rear-view driving mirror. Because of the 
mirror's curvature, the images reflected in 
it (from a projector in the car’s roof) ap- 
pear to the driver to be floating about 15 


feet in front of the car, ata watchable size, 
and above the traffic, like an overhead 
traffic sign. Because the mirror is smaller 
than the distance between its watcher's 
two pupils, the image is a monocular 
one—which means, roughly, that it is easy 
to ignore the mirror and its image if you 
want to focus on something else. 

Mr Schiffman says that 200 people 
have driven cars with: prototyp 
AutoVision systems for a total.of 175,00 
miles without a hitch. He thinks the sys- | 
tem can make driving safer, in some re- | 
spects, because it makes a watching driver | 
focus on the road ahead and keeps him | 
alert by giving him something to concen- 
trate on. He also thinks it can help to calm | 

| 
| 
| 


aggressive drivers. 

What if the driver is watching a furious 
car-chase? One of the safety consultants 
who has tried out the system says that 
even if some television programmes are 
safe to watch while driving, others might 
not be. And it might make drunk drivers 
drive even worse. Perhaps there will be 
some compromises at first: the system 
could be used just to project maps or driv- 
ing information. Or maybe rigged to work 
only when the car is crawling along in a 
trafic јат, Оп the other hand, maybe 
pacified апі contented. drivers would 
make traffic jams worse, | 
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Test tube recreation of 
Earth's primeval chemistry. 
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Arizona's Meteor Crater: one of 


ат! many asteroid impact sites. 









An ancient “supercontinent 


tearing apart to form 
today's world 


"DAZZLING" ..: 


CHICAGO TRIBUNE 


“ FASCINATING’ — " 


TV GUIDE 


Take a spectacular video voyage 


from the depths of the sea to the 


farthest planets... 


Discover... 


Acclaimed PBS Series now on home video! 
Not available in stores! 





Stunning photography! Spectacular graphics! Incredible special effects! 


И You are invited on an incredible voyage 
of discovery. To witness the "Death Star" 
that may have destroyed the dinosaurs. To 
fa rward in geological time to see Cali- 
fc collide with Alaska. To ride the solar 
wind at a mind-boggling one million miles 
per hour! 

Plunge into the blistering depths of the 
Sun...sweep past the forbidding moons of 
Jupiter...discover the strange, fascinating 
forces of creation at work. 

Now, you can thrill to the most spectacu- 
lar video epic ever made: the world 
acclaimed PBS production, Planet Earth — 
available for the first time on home video! 


Astonishing new discoveries! 


For thousands of years, Man has wondered 
about the powerful forces of Nature shap- 
ing his world... but could only guess at the 
answers. Now, in just the past ten years, 
quantum leaps in science have solved 
many of the Earth’s most ancient and mys- 
terious riddles. Now you can share this 
amazing new knowledge in seven stunning 
videos, each one a complete hour-long epic 
of incredible visual impact. Planet Earth 
reveals the inner workings of the Earth, 
emerging truths about its past and startling 
predictions about its future... 


You'll see how climate changes 
destroyed great civilizations. Watch Pan- 
gaea, an ancient “supercontinent” break up 
and move across the Earth to form the con 
tinents of today. Peer into live volcanoes — 
and the Sun's core. See earthquakes in 
action! Learn the perils of global warming 
Iravel from the ocean floor to distant 
planets ... and beyond. 

Here, with spectacular, Emmy award 
winning color photography and brilliant 
special effects, is the gripping history of 
our planet — as it has never been told 
before! 


No Risk Guarantee! 
Convenient monthly installments. 


Not sold in stores, Planet Earth is available 
exclusively from Easton Press Video. Each 


set of seven videos is only $195.657 payable 


in 7 convenient monthly installments of 
just $27.95* each — with no finance charge! 
Your satisfaction is guaranteed: you may 
return your set within 15 days for a full 
refund. Discover Planet Earth! Order Today! 


*Plus $5 shipping/handling charge per set 
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SCIENCE AND TECHNOLOGY 


- cine stimulates the immune system of the 


| mice to destroy only the T-cells that attack 


r 


e 


myelin. 
. . These T-cells fasten on to myelin using a 
receptor molecule that sticks to a peptide (a 
- type of protein) on the surface of the myelin 
molecule. Dr Vandenbark's team synthes- 


. ised a peptide that is identical to this recep- 
` tor and used it to vaccinate mice. The vac- 


cine makes the mice’s immune systems at- 
tack not only the injected peptide but also 
the peptide in the receptors of the harmful 
T-cells. When the mice were subsequently 


. injected with basic myelin protein, which 


would normally have stimulated the harmful 


. auto-immune reaction against myelin in 


nerve sheaths found in EAE, they developed 
no symptoms. The T-cells which would have 
- caused them had been destroyed. 


The work follows earlier research by Dr 


-. [run Cohen of the Weizmann Institute in Is- 


rael. Dr Cohen showed that mice 


. immunised not with a small peptide but 


_ with complete T-cells of the type that do the 


_ damage were protected against EAE. Vac- 
| cines made 


from complete T-cells, taken 
from an Ms patient and grown outside the 


_ body, would be impractical. Synthesised 


peptides, on the other hand, can be pre- 


. pared cheaply. The peptide is less likely to 


_ set off other immune reactions and harm 
` the patient's defences against disease. 


— Will it work on people? Although the 
theory that Ms is caused by T-cells is gener- 


. ally accepted, it has not been proved. There 


are no smoking guns: so far nobody has 


. identified a group of cells doing the damage 


_ during an acute attack of Ms. It may turn out 


` that Ms is caused by different groups of T- 


cells at different times, or even by several dif- 
_ ferent groups at once. This is thought to be 
unlikely; but if it turns out to be the case, 
making vaccines would be much more 


А difficult —maybe impossible. 


There is also a chance that depriving 
people of even one group of T-cells could se- 
tiously damage their defences against dis- 


_ ease (though that alone would not debar 


‘doctors from using the vaccine as a treat- 
“ment for the most serious cases.) Also, it is 
‘not yet known how effective the treatment 
_ may be in dealing with EAE already induced 
in mice, rather than merely preventing it. 
- But at least it is no longer wildly over-op- 
timistic to hope for a treatment that does 


1 some good against multiple sclerosis, 


` Food and evolution 


Think fat 


ТЕМАМ is what he eats, did what he once 


Aate determine what he has become? 
ere are plenty of examples to show that 


` nutrition and evolution are linked. For two 


| billion years the earth was colonised by al- 
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gae-like creatures that excreted oxy- 
gen and evolved little. Only once 
there was enough oxygen could 
amoeba-like creatures appear, and 
evolution proceed apace. Over 100m 
years ago some land animals took to 
the air. They probably had a diet rich 
in flying insects, which are low in 
minerals. Deprived of calcium, their 
skeletal weight fell to a point where 
they became light enough to fly. 

Dr Michael Crawford, at the In- 
stitute of Zoology in London, thinks 
similar reasoning explains something 
about Homo sapiens. He believes that 
the eating habits of man's ancestors 
— notably his taste for certain fats— 
endowed man with his surprisingly 
large brain. If he is right, evolutionists 
would have to redraw their picture of 
early man. Instead of a tree-swinging 
ape, he becomes an ape-cum-otter liv- 
ing on the seashore. 

Man depends on his diet for the 
ingredients that build him up. Pro- 
teins help make muscle; calcium helps 
build bones; and fats help to build the 
cell membranes found throughout the body. 
Most of this structural fat is unsaturated, the 
sort found in oily soft-spread margarines 
(not the saturated kind which is found in 
butter). Unsaturated fat interests evolution- 
ists because it is the main component of ma- 
terials called structural lipids. These sub- 
stances make up about 6096 of brain and 
nervous tissue. 

The nervous tissue of nearly all 
mammals has plenty of two unsaturated 
fatty acids—docosaheaxenoic acid (DHA) 
and arachidonic acid—in equal amounts. 
These two neural fats seem to be necessary 
for brain development. Rats which are de- 
prived of them can no longer see clearly or 
learn; they also age prematurely. If neural 
fats affect the development of mammals' 
brains, they may have influenced evolution. 

Only mammals have embryos which de- 
velop inside their mothers. Dr Crawford 
and his colleagues recently showed that the 
placenta can concentrate arachidonic acid 
sieved from maternal blood before passing it 
to the foetus. So mammalian embryos have 
access to lots more neural fats than their 
smaller-brained, egg-laying relatives. Per- 
haps big helpings of neural fat encourage 
faster brain development. Dr Crawford's 
theories go further: he thinks that neural 
fats helped Homo sapiens to evolve. To ex- 
plain why, he must assume much about 
man’s ancestry. 

As land mammals grew bigger, so did 
their brains—but not as fast. About 2% of 
the weight of a small mammal, such as a 
squirrel, is its brain, but the brain of a large 
land mammal weighs less than 0.196 of the 
animal's total mass. Unlike other large land 
mammals, Homo sapiens seems to have es- 


caped this small-brained fate. The chimp 
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Homo fruitnveg 





which, according to some evoluntionary 
theories, is one of man's nearest ancestors, 
has a ratio of brain-to-body weight much 
more like a large mammal's than a small 
one's, or man's. Thus, argues Dr Crawford, 
man cannot be directly descended from the 
ape or chimp, but is simply a distant cousin. 

So how did man manage to grow his 
brain as fast as his body? Dr Crawford turns 
to the dolphin which, like other large sea- 
going mammals, performed the same feat. 
As mammals emerged from the sea, which is 
rich in the unsaturated fats used to make 
brains, their environment began to change. 
Competition for food drove some of 
them—like ancestral apes, chimps and 
elephants—inland to the grassland savan- 
nah, which was poor in neural fats. Н 
ever, proto-man stayed by the seashore: 
ing fish and coastal flora—both with plenty 
of neural fats. The progeny of ancestral man 
grew bigger and bigger, and—thanks to neu- 
ral fats—so did their brains. 

The idea that ancestral man grew up on 
the seashore is not new. Sir Alister Hardy, a 
zoologist from Oxford University, first pro- 
posed the idea of an aquatic ape in 1960. 
There are no fossil records to back up this 
idea, but man carries some remnants of a 
possible aquatic past that are not evident in 
large land mammals: smooth skin, for exam- 
ple; and the diving reflex—put a child's 
head underwater and its heartbeat and oxy- 
gen consumption fall immediately. 

Much of this seems far-fetched to other 
evolutionists. Although there can be little 
doubt that nutrition had some part in the 
development of Homo sapiens, many critics 
think that Dr Crawford has overplayed its 
role. Man cannot evolve by bread alone. 
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The West German economy is enjoying a phase of booming 
development during early autumn 1989. Order books in the manu- 
facturing sector are fuller than they have been at any time in the 
eighties and at almost 89% capacity utilization is at its highest 
level since the boom period of 1969/70. Delivery times are 
lengthening and companies are having to run extra shifts and 
overtime: 


‘the first time since the end of the seventies, comparatively 
tight limits exist regarding a tension-free expansion of industrial 
production in terms of actual physical capacities. Overall output 
is to be stepped up further in the coming months to cope with 
the high order backlogs and the persistent rise in incoming 
orders. In view of supply-side bottlenecks, however, the rate of 
increase is likely to be slower than it has been so far this year. 
From autumn onwards, we will probably also witness a slow- 
down in demand, in particular from abroad. Then the retarding 
influences of the worldwide tightening of monetary policy will 
make themselves more strongly felt. 


Current Account Surplus Still Rising 


The real external value of the D-mark, which has declined mar- 
kedly over the last one and a half years, is likely to stabilize and 
rise slightly in the course of next year. Before that, however, the 
preceding exchange-rate-induced price reductions will still be 
felt, so that in 1990 too German exports will in all probability 
expand more sharply than world trade as a whole. Imports will 
not be able to keep abreast of the upturn in exports, with the 

ult that the current account surplus will grow again in 1990 
.~.owing the strong rise this year. 


Tax Cuts Support Domestic Demand 


In 1990, tax cuts in Germany will provide considerable impulses 
to domestic demand, with the total volume of relief amounting 
to approximately DM 27 billion. About three quarters of this will 
be for the benefit of private households, who will utilize the sub- 
stantial increase in their incomes to expand overall real con- 
sumption noticeably. Investment activity will also continue to be 
a pillar of economic development in the Ferderal Repubic next 


West German Economy Booming: Tensions Growing 


year: The yield on real capital will remain distinctly higher tha 
that on financial investments; medium-term sales prospects 
by and large continue to be favourable; the high utilization of 
capacities will make expansion investments necessary and | 
gradual realization of the single European market will trigger 
additional investment activity. 








All in all, the national product is expected to be 4 to 4.5% high 
this year than it was in 1988. In 1990, an increase in the order: 
3% is likely. | 


German Economy in Figures 
(Changes over Previous Year, 9o) 





р WestLB Forecast, rounded 
2 in DM billions 
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O World Economy 1990 
О Growing Interest-Rate Scepticism in German Bond 
Market 
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Accounting and 
Auditing Trends 


OR comprehensive two-volume study (1,332 pages), 
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nternational Auditing Trends 


inalysis of the Global Network of the Offices of 
International Accounting Firms 


| Global List and Analysis of 16,000 Clients 
Audited by International Accounting Firms in 


* How to Undertake Competitive Analysis Among 
* International Accounting Firms: Issues 
and Answers 


* Analysis of Audit Fees їп 9 Countries 


International Accounting Trends 
« Accounting Standards in Practice in 24 Countries 


. Trends in Financial Statements of Banks and 
‘Insurance Companies іп 22 Countries 


е How to Analyze International Annual Reports: 
Issues and Answers 


Sample Annual Reports for Multinational 
Corporations 


+: Lexicon of 600 Accounting Terms in 8 
"Languages with English Translation 





Send us... copies of International Accounting 
and Auditing Trends at US $295.00 per copy (plus $10 
shipping in North America, $40 outside North America). 
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BOOKS AND ARTS 


Scribble, scribble, scribble 


PALACE OF VARIETIES: AN INSIDER'S VIEW OF WESTMINSTER. By Julian Critchley. John 
Murray; 152 pages; £13.95. 

PENHALIGON. By Annette Penhaligon. Bloomsbury; 262 pages; £14.95. 

Not ALWAYS WITH THE PACK. By Dennis Walters. Constable; 208 pages; £12.95. 
Dick Crossman. By Tam Dalyell. Weidenfeld & Nicolson; 253 pages; £14.95. 
KEITH JosePH: A SINGLE MIND. By Morrison Halcrow. Macmillan; 205 pages; £14.95 


"Y^ HE British, uniquely, suffer from a kind 

į Of memoir mania. In France only a de 
vaulle writes his memoirs. In America virtu- 
ally the only politicians who write theirs are 
former presidents (or their wives) and ex- 
Speakers of the House of Representatives. 
In most countries, only those who have got 
to the top or very near it are deemed worthy 
of literary immortalisation. 

Not so in Britain. The political books 
published here in the past few weeks include 
the life-story, told by himself, of an obscure 
Tory backbencher; a reverential biography 
of a dead Labour cabinet minister who, al- 
though ambitious, never got anywhere near 
one of the top offices of state; a memoir by 
his widow of a Liberal мр who, because he 
was a Liberal, never got anywhere near of- 
fice at all; a profile of a Conservative intel- 
lectual who, although an intellectual, never 
wrote a book; and the semi-autobiographi- 
cal ruminations of yet another Tory MP who 
recently described himself in a newspaper, 

mingly and accurately, as a failure. 

_ And such improbable books sell, the 
reason apparently being that Britain, for- 
ever an outsized village, is thickly populated 
with serving and retired politicians, civil ser- 
vants, journalists, party workers and rank- 
and-file constituents who derive quiet sat- 
isfaction from recalling the lives of people 
they once knew, once worked for, once read 
about, once met, once shook the hand of. 
Biographies and memoirs evoke folk memo- 
ries in Britain's political classes. They also 
extract cash from them. 

Jolliest of the new volumes is the one by 
the self-confessed failure, Julian Critchley, 
the anti-Thatcherite Conservative MP for 
Aldershot. If Mr Critchley did not exist, he 
could not be invented. He dislikes the 
present prime minister. He dislikes her poli- 
cies. He writes dismissively about his local 

association, especially some of 
oluble and voluminous lady mem- 

rs. Yet, miraculously, he survives. “At 
least”, said a member of his constituency ex- 
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ecutive, “he has put us on the map.” 


"Palace of Varieties’ —the title is 
typical—blends autobiography and 
sketches of his parliamentary colleagues 


with an idiosyncratic account of an 
MP's working life. The author special- 
ises in mordant remarks about 
Thatcherism (“the label on the can 
of worms") and the Conservative 

party (an assemblage of “arrivistes, 

garagistes and clapped-out volca- 

noes") and one-iners about his 

colleagues. The new foreign secre- 

tary, Douglas Hurd, has “a hint of 

cold baths about him". The Tory 

chairman, Kenneth Baker, “сап 

strut sitting down”. As for Mrs 

Thatcher, she is “а roundhead in a 

party of royalists’. Mr Critchley 

will be enjoying her present 

discomfiture. 

"Palace of Varieties" is 
worldly. Annette Penhaligon’s 
memoir of her husband David, the 
Liberal MP who was killed in a car 
crash in his Cornish constituency 
three years ago, is naive in the strict 
dictionary sense: “ingenuous, un- 
sophisticated”. David dominated 
her life, and understandably she 
exaggerates the part he played in 
the lives of others; but the book of- 
fers revealing glimpses into the Lib- 
erals' private sub-culture (“What | 
cannot understand”, David 
Penhaligon said of one Liberal-as- 
sembly resolution, “is how anyone 
could be so stoopid"), and it should 
sell well down in Cornwall. 

"Not with the Pack" by Den- 
nis Walters, the virtually unknown 
Conservative MP for Westbury, is 
more puzzling. It consists of 
accounts of three episodes 
linked only by Mr 
Walters's autobiographical 
presence: his brave school- 


























boy adventures with the Italian resistance in 
Florence and Rome, his further adventures 
as a young political aide to the irascible Lord 
Hailsham (including during the latter's fight 
to gain the Tory leadership in 1963) and fi- 
nally his own fight as a Tory backbencher 
on the Palestinians' behalf against "political 
Zionism”. Each episode is of some interest 
(the author makes it clear how uncomfort- 
able the life of a pro-Palestinian British poli- 
tician can be), but the three in no way add 
up to a book. Maybe Mr Walters's "open 
and friendly” constituents, as well as his fel- 
low Tory MPs and pro-Palestinians, will 
make it worth the publisher's while. 

More substantial is Tam Dalyell’s 
portrait of the man he served for seven 
years as parliamentary private secretary, 

Dick (né R.H.S) Crossman. A 
Wykehamist who never grew up, 

Crossman was a kind of scowling Pe- 

ter Pan, a man who knew his own 
mind so little that he often 
changed it several times in the 
course of a single conversation. 
He treated the world as a seminar 
and his fellow politicians, even 
Harold Wilson as prime minister, 
as fellow seminarians. Most peo- 
ple either loved him or could not 
bear him. Mr Dalyell adored him. 

The strengths of “Dick 
Crossman” lie in Mr Dalyell’s 
evocation of Labour politics in 
the 1950s and 1960s and in the 
fact that, although he did adore 
his boss, he was fully aware of his 
less attractive qualities, the ones 
that made him enemies. For ex- 
ample, he records his judgment 
that the main reason Crossman 
wanted to be a cabinet minister 
was so that he could keep a diary 
in which he would show up the 
British cabinet system as a sham. 
The motive was of a piece with 
the man. Mr Dalyell simply as- 
sumes Crossman's greatness; his 
book, however, confirms the view 
that its subject was a loquacious, 
though intermittently engaging, 
second-rater. 

Keith Joseph was, and is, 
something else again. He never 
wrote a book, but it was he who, 
more than anyone else, turned 

the Conservative party in 1974- 
75 away from corporatism 
and Keynesianism towards 
free-market economics and 
monetarism. He was the one 
who turned the lady who 
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quickly became—and has since remained— 
the lady who claims she’s not for turning. 
Always orthodox and somewhat indecisive 
as a minister, Sir Keith (now Lord Joseph) 
concluded after the Heath government's fall 
in 1974 that its failings had all along been 
intellectual. The successor Tory philosophy 
was his own invention, but he quarried the 
minds of others and soon made what is now 
called Thatcherism not merely respectable 
but, within limits, irrefutable. Morrison 
Halcrow's biography is short, workmanlike 
and rather bland—the author does not ex- 
plore in depth either Sir Keith's singular 
personality (few public men have had a 
stronger line in self-mortification) or his 
ideas—but it does concentrate, rightly, on 
the period of his maximum influence during 
the mid-1970s. All students of recent British 
history will want to dip into it. 

The implication of these five books’ 
very existence is obvious. If British publish- 
ers, with their short print runs and notori- 
ously high prices, can make money out of 
political biographies and memoirs, why not 
other countries’ publishers? Think how well 
Pat Moynihan's memoirs would sell in New 
York (and elsewhere), Bill Proxmire's in 
Wisconsin, Alan Cranston's in California. 
It is 9096 probable that British publishers 
have identified a niche in the market that 
could equally well be exploited by others. 
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America’s farms 


Superfluity 


FARM. By Richard Rhodes. Simon @ 
Schuster; 336 pages; $19.95. To be pub- 
lished in Britain in February 


OR rural America, the 1980s have been 
as depressing as the dustbowl years of 
the 1920s. The farm population has been 
squeezed below 5m; farmers, debt-ridden al- 
most to a man, have begun to feel, as their 
1 grandfathers did, that the whole world has 
_ ganged up against them. Their resentment 
and bewilderment come through strongly in 
Richard Rhodes's sometimes sad, some- 
times funny, but always affectionate account 
of the year he spent with Tom and Sally 
Bauer and their three children on their fam- 
ily farm in central Missouri. 

Only the family's name is fictitious. Ev- 
erything else rings true. The farmers think 
that bankers are cruel fools who force their 
customers to default by demanding repay- 
ment of loans when crop prices fall. They 
call the big companies that dominate the 
world grain trade “the dirty five" because of 
their alleged practice of adding rubbish to 
the grain they ship to increase its weight. In 
their eyes, the seed companies are villains 
too: opening a bag of sickly-looking hybrid 
wheat, Mr Bauer exclaims: "They figure 
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N ISRAEL Arabs and Jews pass each 

other every day without ever touch- 
ing. Some liken it to living on a highway, 
with Arabs in one lane and Jews in an- 
other: they cohabit but never meet. 
When they do make contact, the result is 
sometimes astonishing. 

MiNE ENEMY* is the story of the 
friendship between an Israeli journalist 
and a member of the Palestine Libera- 
tion Organisation. Shortly after Israel's 
invasion of Lebanon in 1982, Aharon 
Barnea was sent by Israel Radio to inter- 
view a captured lieutenant-colonel from 
the PLO. The two men fascinated each 
other. Salah Tamari of the PLO was sur- 
prised by the Israeli's command of Ara- 
bic, the Israeli by how well the Arab "ter- 
rorist" spoke English. At one point the 
enemies found themselves discussing the 
poetry of T.S. Eliot. They discovered 
that they had participated, on opposite 
sides, in the same battle 14 years earlier. 

Mr Barnea paid frequent calls on the 
Palestinian prisoner. Accompanied by 
armed guards, the two friends went to 
see Israel's memorial to the victims of the 
Holocaust and visited Amos Oz at the 











they can pawn that crap off on some old 
sleeping farmer out here.” 

Mr Rhodes's mind is as sharp as his ear. 
He listens to what the farmers say but also 
looks for the root of the trouble. He finds it 
in an agricultural system that encourages 
farmers continuously to boost their yields. 
Those who fail to saturate their land with 
chemical fertilisers or their crops with pesti- 
cides soon go out of business. Yet the na- 
tion's tables are groaning under the weight 
of food. The surpluses have to be dumped at 
give-away prices on poor countries, ruining 
their farmers, and American farmers have to 


Produce or bust 


Knowing the enemy 


novelist's kibbutz. Much later, Mr Tam- 
ari recalled the guilt he felt when he was 
shown the infants in the kibbutz's chil- 
dren's house: “I felt all your eyes staring 
at me, trying to see how I measured up to 
the stereotyped image you have of the 
Palestinian: child murderer.” 

Arabs and Israelis who make friends 
quickly learn that the enemy is no de- 
mon. Arabs tend to discover something 
else: that Israel is a frailer place than they 
imagined. In prison, the sophisticated 
Tamari was shocked by the ignorance of 
his guards, whom he had expected to be 
Jewish geniuses. When curiosity drove 
Sana Hasani, an Egyptian, to visit Israel 
(before the peace between the two coun- 
tries), she expected “а marvel of western 
technology". Instead, as she writes in E 
EMY IN THE PROMISED LANDt, she feit 
“disturbingly at home [in Tel Aviv] be- 
cause, with its shabby four-story houses, 
its balconies, its teeming beaches, and its 
people's endearing vulgarity, it could 
have been Alexandria.” 


*By Amalia and Aharon Barnea. Halban; 225 pages; 
£13.50. tSchoken; 335 pages; $8.95 





be paid to take more of their land out of pro- 
duction by letting it lie fallow. 

So much for the problem. What is the 
solution? The loquacious Mr Rhodes for 
once has nothing to say. He is a regular sort 
of guy, a man's man, the author of "The 
Making of the Atomic Bomb”. He cannot 
even bring himself to consider such alterna- 
tives as legislated limits on the use of pesti- 
cides and other poisons or on the cruel con- 
finement of farm animals. If he had ha ' * 
courage to face up to such question 
would have written an even better book. 
— | 
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Medieval history 


Epic stuff 


THE Quest For EL Cip. By Richard Flet- 
cher. Hutchinson; 220 pages; £18.95. To 
be published by Knopf in March; $24.95 


F THERE was in fact a Trojan war, it may 
have been no more than a raid for plun- 
der. The background to the glorious story of 
the Cid, "The Song of Roland”, was a rear- 
guard skirmish at the pass of Roncesvalles; 
the poet even got the enemy wrong. So it is 
no surprise to find that Spain's national 
hero, Rodrigo Diaz (aka El Cid), was a petty 
nobleman and warrior much like many oth- 
ers in eleventh-century Castile. 

Diaz's relationship with his king was a 
stormy one. There was disgrace and exile, 

n Diaz fought as a mercenary for the 

УЭ. Літ prince of Zaragoza; then an uneasy 
reconciliation in the face of a new wave of 
Islamic invaders, the grimly fundamentalist 
“Almoravides. But by 1093 Diaz was his own 
man. He besieged and occupied Muslim Va- 
lencia, and held it against all comers until 
his death six years later. 

Richard Fletcher makes a winding and 
wonderfully evocative journey through 
Spanish history, from the Islamic invasion 
of the eighth century through the high days 
of al Andalusia to the collapse of the Cor- 
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doban caliphate into a mosaic of city-states, 
the taifa kingdoms. His mastery of his 
sources is hardly less remarkable than his 
vivid, almost physical grasp of the Spain he 
describes. His description of the bleak and 
inhospitable uplands of early medieval Cas- 
tile is memorable; so is his cameo of the 
tragi-comic life and unfortunate death of the 
great Andulasian poet Ibn 'Ammar, whose 
wit ran ahead of his wisdom, and his evoca- 
tion of the city of Valencia as Diaz and his 
soldiers must first have seen it. 

Two insights distinguish the book. The 
first is into the European international of 
early medieval aristocracy, a world founded 
on war as a means of livelihood. The second 
is into the ambiguous relationship between 
the Christian and Muslim states in the Cid's 
lifetime. The taifa states were both rich and 
fragile. Their Christian neighbours, and in 
particular Castile, alternately patronised 
and exploited them, and the Cid was by no 
means the only Christian to take service 
with a Muslim prince, and arms against his 
fellows. 

As Mr Fletcher points out, "The Poem 
of the Cid" says nothing about this episode. 
By the twelfth century the Cid had become 
not simply a preux chevalier (loyal to his 

ing even when unjustly exiled), but the 
epitome of the Christian hero. Castile and 
the Cross are already hand in hand, the 
reconquista is on the road. No epic is ever 
innocent. 





POPES new opera 
A child of our time 


HOUSTON 


ана David Gockley’s 17 years as its 
general director, the Houston Grand 

era has achieved a well-deserved reputa- 
tion as one of the country’s most enterpris- 
ing opera companies. Now, on the eve of Sir 
Michael Tippett’s 85th birthday, the Hous- 
ton house has given the world premiere of 
his fifth opera, "New Year”. Sir Michael, in 
town for the occasion and sporting a cow- 
boy hat, was warmly applauded and seemed 
pleased with what he heard. 

The setting of “New 
Year” is Terror City, a dis- 
turbingly sordid metropo- 
lis, at some unspecified time 
in the future. Poverty, lone- 
liness and violence are en- 
demic, but all is redeemed 
(as in so many operas) by 
love: in this case, the love of 
an orphag girl for a space- 
traveller. f'erhaps not since 
Kurt WgAl’s "Rise and Fall 


ni ity of Mahagonny 
(1930), to which “New 
` Year" bears an immediate 









resemblance, have so many contemporary 
urban types paraded across the operatic 

e. 
"New Year" is not an opera in the con- 
ventional sense, although its enormous 
technical demands can be achieved only in 
the best-equipped opera houses. The large 
cast—including a busy corps of multi-racial 
dancers—has only six singing roles, and 
there are few formal set pieces, apart from 
an affecting quartet near 
the end of Scene II. Sir Mi- 
chael employs a chamber- 
size orchestra, augmented 
where necessary by saxo- 
phone, electric guitar and 
miscellaneous percussion, 
all amplified. Jazz, pop and 
rock colour the music, but 
the amalgam should offend 
no one used to early 
Schoenberg or to Berg's 
“Wozzeck” of 1925. 

Sir Michael's subjects 
and musical affinities have 
steadily broadened over 
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time, right up to the interest in space travel 
and science fiction so amply represented in 
"New Year". One theme of the new op- _ 
era—that people's difficulties with each 
other spring from their ignorance of them- 
selves—also appeared in his first opera, 
"The Midsummer Marriage" (1955); an- 
other theme, that of man's place in thi 
world and the cosmos, appeared in "The 
Mask of Time", a piece commissioned pı 
the Boston Symphony Orchestra and first 
performed in 1984. 
The germ of his new opera, he explainec 
in Houston, came from a Canadian film, 
“The Flip Side of Dominic Hyde", in which. 
a man travels backwards by flying saucer for 
three or four generations until he 
the present, where he meets a woman. 
“Who was she?" Sir Michael said he won- 
dered. He decided he would treat her “as a 
lover, who dreams. Once 1 got that far, then 
the story was done.” 
Sir Peter Hall, the. director of "New - 
Year", has a Jamie cr cili in Sir 
Michael's work; it was he who staged the - 
world premiere of his third opera, "The 
Knot Garden" at the Royal Opera House in 
1970. "New Year", he says, 


is a bit like a Baroque masque, the deus ex ma- 
china is visions, dreams, imaginations . . . that 
part [of a person] that goes beyond reality. In 
this instance, the heroine imagines something. 
beyond time and beyond space: a man she loves 
who lives in the future and who teaches her. _ 

... The man puts her through an ordeal 
where she learns that you cannot forget the 
dreadful side of life; you cannot ignore it. Un- 


less you rehend, embrace and try to un- 
derstand the you have no hope of increas- 
ing the good. 


Since Britten's "Peter Grimes" (1945) and 
Poulenc's “Dialogue of the Carmelites” 
(1957), the odds against a new opera makin 
it into the mainstream have been mounting 
steadily. "New Year” may be unsuited to a 
big house like the Metropolitan Opera, but 
Glyndebourne will stage it next summer, af- 
ter which it will tour Britain. Final judgment 
on the work may have to wait much longer. 
Fifty years from now, "New Year” may seem 
as conservative as “Mahagonny” does to- 
day: a symbolic reminder, possibly, of the 
hopes and fears of multi-racial urban life in 
the late 1980s. 
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Architecture 


Contra principem 


OME weeks after the publication of. 

Prince Charles's “A Vision of Britain", 
the central nervous system of the architec- 
tural profession is still twitching. Distin: 
guished architects have been queueing up to 
reply to the prince, not only in Britain bu 
beyond. As Gordon Graham, a past presi- 


> 





- dent of the Royal Institute of 
— British Architects, put it in a 
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speech not long after the first 
showing of the Prince's ac- 
companying BBC documentary, 
“This profession longs for the 
debate to move on from the 
propaganda phase to more 
profound discussion"; but de- 
fensive propaganda has been 
the first and easiest resort. 
According to Manuel de 
las Casas, one of Spain's lead- 
ing architects, Prince Charles 
"feels nostalgia for the past, 
and does not take any account 
of the problems of the world as 
it is today." Federico Correa, 
ractising in Barcelona, feels that the prince 
arrived at the fierce architectural debate 
Over the treatment of historic cities ten years 


- too late. "Can this vision win?" asks Bruno 


Zevi, an Italian critic, in a new magazine, Ar- 
chitecture Today. He supplies the answer 


` himself: “It is doubtful." Mr Zevi delivered 


the RIBA Discourse in 1983, and is the au- 
thor of “Towards an Organic Architec- 
ture". Concerned about the prospect of a 
full-blooded classical revival, he points to 
the example of the Piazza del Campo in Si- 
ena. “It is magnificent", he says, “insofar as 
itis totally anti-classical. It is a real commu- 


- nity because it is totally free of academic 


— commandments.” 


Not surprisingly, Maxwell Hutchinson, 


_ the young president of the riBA, holds a per- 
. ception of architecture that does not easily 


- practice," he maintains, “all the architects 


accord with that of Prince Charles. In his 
new book, called "The Prince of Wales: 
Right or Wrong? An Architect Replies’’*, 
"Мг Hutchinson pins his faith on the ar- 
- chitecture of the future. For him, computer- 
aided design will go some way towards re- 
solving the architects’ dilemma. "In our 


under 30 are perfectly happy not to have a 


- drawing board." 


—. Although Mr Hutchinson admires the 
appropriate use of natural materials—clay 
to make the bricks in Bedford, granite in 


` Aberdeenshire—his preference, on balance, 


_is for the modern materials of today: “super- 
thin envelopes which are able to change 


their thermal conductivity, translucency, 
` and even their external colour”, for exam- 
- ple. "The intelligent wall", he says, in a 


memorable phrase, "is just around the 
corner." 

Quinlan Terry's neo-classical riverside 
scheme at Richmond is an example of what 
Mr Hutchinson detests; he does admire Sir 

Denys Lasdun's National Theatre. Reflect- 
ing upon the architectural ideas that were 
fashionable in the 1960s, he writes admir- 
ingly of the work of the Archigram group 
who, when he was a student at the Architec- 
tural Association, were drawing “walk-in cit- 
ies, and plug-in cities, cranes everywhere, 
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buildings with guts on the outside." In Mr 
Hutchinson's view, the Lloyd's building is 
the most exciting new structure in London's 
urban landscape since the war. Yet he is not 
all gung-ho. If shopping centres are one of 
the flourishing building types of the 1980s (a 
point, incidentally, also brought out in Jona- 
than Glancy’s book “New British Architec- 
сше"), Mr Hutchinson rightly questions 
some aspects of the MetroCentre in Gates- 
head, an out-of-town building with an elon- 
gated plan that he describes as “Bimbo 
architecture". 


The value of Mr Hutchin- 
son's book lies mostly in the 
challenging questions it raises 
about an appropriate language 
of architecture to meet the 
needs of contemporary life. In 
the field of education, how- 
ever, it is likely to spark off a 
much-needed secondary de- 
bate. For example, how impor- 
tant is it that students of ar- 
chitecture should be 
encouraged to learn how to 
draw before they proceed to 
more advanced areas, such as 
computer-aided design? And 
to what degree is an under- 
standing of the history of ar- 
chitecture essential for the architects of to- 
morrow? Mr Hutchinson believes that the 
Suzuki method of teaching the violin could 
well be applied to architecture. Suzuki 
dents “are encouraged to travel light, 
the minimum of cultural baggage"; and they 
are taught practice before they learn theory. 
T will the RIBA's academics think of 
that? 


*Faber; 203 pages; £10.99 and £4.99 
t Thames & Hudson; 192 pages; £20 








Jagger and Genet 
NEW YORK 
HE astonishing photographs of Mi- 
chael Cooper, who committed sui- 
cide in 1973 when he was 31, offer the 
best evidence yet of the cultural ferment 


between art and music in the 1960s. 
Cooper was the court photographer and 
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friend of ап in-crowd that included the 
Rolling Stones, Francis Bacon, Allen 
Ginsberg, David Hockney, Jean Genet 
and Rene Magritte; he took more than 
70,000 pictures, 95% of which have 
never been published. 

Never, that is, until now. 
Genesis/Headley has just put out a spe- 
cial edition of 5,000 hand-bound copies 
of 600 of his photographs, collectively 
entitled “Blinds and Shutters” and sell- 
ing at $595 each. The process of siftit 
through negatives took the editor fou. 
years. Mick Jagger and Keith Richards, 
who once shared a house with Cooper, 
have written forewords. 

Cooper, who was genuinely talented 
though determinedly uncommercial, 
knew his work would be valuable one 
day. In a surprisingly articulate and 
touching suicide note to his son Adam, 
reproduced at the front of the book, he 
says that he is leaving his photos in trust 
to him knowing that "They will eventu- 
ally be worth something." He adds, in 
typically 1960s fashion: "What's a mil- 
lion pounds? Only pieces of paper”, ex- 
horting his son "Never to despair like 
your weak old Daddy." 

But the final note belongs to gurvivor- 
extraordinaire Mr Richards, wh, in hi 
foreword, notes that Cooper 
into my life and then slipped ом 
thankful that he did. 











Snapped by a friend 























































‘Competing Globally- 
the view from Japan. 
(13-26 May 1990) 


Japanese companies as buyers, suppliers, 
competitors or potential joint venture 
partners are a reality of todays’ markets. Yet, 
most of our thinking about global competition 
is dominated by a Western, often American, 
view. 

This new programme is designed for 
companies that are concerned about building 
competitive advantage in an increasingly 
‚ global market. It provides a unique 

opportunity to look at world business from the 
‘Japanese vantage point. It will be held 
entirely in Japan. 

Many companies are facing Japanese 
competition or considering entry to the 
expanding Japanese market; they may be 

‘potential distributors for Japanese products or 
suppliers to Japanese companies, or they may 
be considering joint ventures with Japanese 
partners. Companies in any of these scenarios 

- will find the programme of direct relevance. 

Participants will include Business 
Development Managers, Logistics Directors, 
Senior Marketing and.Sales Execütives, 
Manufacturing Directors, as well as General 
Managers responsible for major strategic 
decisions. | 

To find out more about the real advantages 
of attending this programme return the 
coupon, or contact Karen Moss, Registrar, at 
the address below. 
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Company СИ ace naa REE eee dictata eet 
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Sussex Place, Regent's Park, London NWI 48А, UK. : 
Tel 01-262 5050. Fax 01-724 7875. Telex 27461 LBS КОХ G. 









| Executive Programs 


| a Managing Organizational and individual тае 


"Company |. 


"Box 6550, Charlottesville VA 22906 Phone: (804) 924-3000 
Fax: (804) 924-4859, Telex: 822422 UVADARDEN 

















































The University of Virginia 


General Management 

o The Executive Program '90 - June 3-July 13, 1990 

o Managing Critical Resources - Charlottesville, Virginia 
Feb. 12-23, 1990 • May 21-June 1, 1990 : 

o Managing Critical Resources - Cambridge, England 
June 11 -22, 1990 

з Management Program in Australia - June 24-July 8, 1990 

o Young Managers’ Program - March 11-30, 1990 


Leadership and Managing People 

о Creating the Future: The Challenge of Transformational 
Leadership = Apri! 8-11, 1990 
о Creating the High-Performance Workplace - March 4-9, 199 

a Leadership for Extraordinary Performance 
Nov. 28-Dec. 1, 1989 * June 5-8, 1990 


May 8-11, 1990 + Sept. 4-7, 1990 
n Power and Leadership - Oct. 8-11, 1990 


Financial 

з Corporate Finance for Commercial Bankers - Feb. 11-16, 16 

о Financial Management for Non-Financial Managers 
Jan. 21-26, 1990 + April 8-13, 1990 • Sept. 23-28, 1990 


Manufacturing 

3 Global Manufacturing Competition + March 4-9, 1990 
a Innovation and Technology Management - Ош. 14-19, 1 
o Manufacturing Management Program - April 22-May 4, 1890 


Marketing and Sales 
"з Marketing and Sales Executives" Program - May 6:18, 1990 ~ 
из Marketing Strategy: Business to Business - April 29-May 4,. 1990 
s Sales Management and Marketing Strategy - Dec. 3-8, 1989 

Jan. 14-19, 1990 * April 1-6, 1990 


Special Topics 

3 Evaluation of Capital Projects - Feb. 25-March 2, 1990 
о Managing Information Technologies - March 18-23, 1990 
з Mergers and Acquisitions - Nov. 5-9, 1990 
п Strategic Management for Line Managers - April 16-20, 1990 


Please return this ad to receive a detailed brochure 
for each program checked. 


NHIBB ae -Title ... 


Mailing Address |... 


City/Country/Postal Code ... 


Mail to: Executive Programs (Dept. 2E), The Darden School, 





LANSDOWNE 












Afrikaans 


TEACH 


Korean 
Amharic 
YOURSELF Bex College 
ree Portuguese ACCREDITED 
ONEOF Ке AMERICAN MBA 
40 ма А , IN LONDON 
LANGUAGES Ё о асе совае, 


fe} International student body 
Biogr [e| Experienced business faculty 
Twi [e] Full-time: 12 months starting 


Haitian 
Creole 

Hausa 

Hebrew 


IN ONLY 
60-80 

















Hindi Urdu in January 1990 
vi 
ап Vide | [Ө] Part-time: 18 months - 3 years 
авап Yoruba (evenings) 
Japanese Zulu [€] Convenient central London 
RING US location in Kensington 
IDEM Apply ب‎ for daniny start to: 
ad 1531015 partmen 
CA SEE 3/5 Palace Gate, London W8 5LS. 
TEL: 01-584 9696 





f 01-937 1647 


- HOME LANGUAGE LESSONS 
IMPOSSIBLE TO SPEAK YOUR OWN LANGUAGE 


HOME LANGUAGE LESSONS, probably the most original and certainly the 
most effective way to learn the language of the country you have chosen, 
guarantees total isolation since you LIVE and STUDY in your teacher's home. 
The countries we offer are: UK, USA, Australia, Malta, France, Germany, 
Spain, Argentina, Portugal, Italy, Taiwan and, from January 1990, USSR 
(Moscow and Leningrad). 













Total isolation from your own language is the surest way to progress in learning a 
foreign language. 

:; HOME LANGUAGE LESSONS. Department E, Reservations Office, 12-18, 
Royal Crescent, Ramsgate, Kent CT11 9PE. Telephone (0843) 589853. Fax: 
(0843) 590300. Tix: 94016388. 


New York Tel: (212) 6621090. Rio Tel: 2245588. Buenos Aires Tel: 
3112816 Osaka Tel: 3445721. Paris Tel: 48049997. Frankfurt Tel: 293733. 
Madrid Tel: 2596406. 
















Fordham University, New York City 


International MBA 
Degree Program in Europe 


There is a need to professionalise the business education and 
development of managers. As this fact is increasingly recognised 
in Britain and in advance of 1992 in Europe, the Fordham 

, International MBA Program is timely, challenging and relevant. 
This Program offers 


CM a prestigious, internationally recognised MBA Degree 

W intensive professional development 

W an opportunity to major in both General Management and 
International Finance 

W a network of international business contacts 


W instruction by the Faculty of Fordham's Graduate School of 
Business Administration 


















For organisations, this Program is an opportunity to invest in top 
quality management development. For individuals, it represents 
a significant step towards career advancement. 









Further information and application forms for admission to the 
Program may be obtained from: 


~The Program Director, Fordham MBA Degree Program, 
irish Management Institute, Sandyford Road, Dublin 16, ireland. 
Tel. 353-1-956911. Telex 30325 IMI ЕІ. Fax 353-1-955147. 


The Fordham International MBA is accredited by the American Assembly of 
Collegiate Schools of Business. 











BALCH MASI ER 
а 

EARN A DEGREE. Use 

credit foward your 


LEARN TO SPEAK FRENCH BY 
TOTAL NATURAL IMMERSION 


with French participants for 7 
intensive days in the DORDOGNE 
Cháteau LA VALOUZE 
J. L. Lefevre CIEL.BP.180 


24490 LA ROCHE CHALAIS, France 
Tel: 5391 44 28 











UNIVERSITY OF LONDON 


The 1989 Stamp Memorial Lecture en- 
titled: “The Role of industrial Research 
and Development" will be given by Dr 
Derek Roberts (Provost of University 
College London) at 6pm on Tuesday, 


721 November 1989, at the University of 


London, Senate House, Malet Street, 


` London СТЕ 7HU. 


Admission free, without ticket. 









LEARN 
FRENCH 


The intensive way arid in real 
immersion. This means living in 
one of the most picturesque re- 
gions of France and really becom- 
ing fluent. Also vacation and 
learning plan. Cultural pro- 
gramme in Paris. Winter pro- 
jramme on the French Riviera; 
tate age, goal level and tí 

available, US transfer credits. . 

The French and American Stu... 
Center, BP 176, Lisieux 14104, 
Cedex, France. Tel: 31 31 22 01. 
Fax: 313122 21. 
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cost evaluation. 


600 N Sepulveda Bivd, Los 
Phone: 213/471-0306 


California 
sex: 182215 


2593 UNIVERSITY DEGREE 


For Life, Academic & Work 
Degrees for people who want to be more effective and 
secure in their Jobs or Professions. 

fam a BACHELOR'S MASTER'S ог DOCTORATE Degree by: 
given your job, military, company training, industrial courses, 
seminars on business experiences. 

matter when taken. No resi i 
Our graduates are recognized for their achievements in business and 
industry. We wili assist you in й 
without formal classes or seminars at your own pace and time. 

Send detailed résumé on work Ife and academic experiance for a no 


your degree requirements 


PACIFIC WESTERN UNIVERSITY 


90048-—| 137--USA 
Fax: 213/471-6456 


$ 
| 
| 
! 


[""—-"———————— sonan кинин» Sem ана dam mamas, ч =з жые мз 


* Why expand into Normandy? 
* How to operate a British Company in France. 


* Everything you need to know about: Legal requirements, Tax, Finance, Recruitment & Labour 


Relations. 


INDUSTRIAL BUILDING IAND— 
65p PER SQUARE FOOT 
LOCAL TAX FREE FOR 
UP TO THREE YEARS 
BORROWINGS FROM 6% 



























A FRENCH WORKSHOP— 
YOUR EXPANSION INTO EUROPE 
THURSDAY, 23 NOVEMBER, 1989 
BRISTOL EXHIBITION CENTRE 


Ü Research for 
Telephone: 0373 830300 


You don't have to go to FRANCE, . . 
The French аге coming to you 


Price: £65 + VAT inc Lunch 
For farther information, ple 















е contact: ERIC 
гу & Commerce: 
; Fax: 0373 880621 






































` COURSES 
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Taking the GMAT or GRE MBA & GMAT 
exams? ADVICE CENTRE 
For choosing an MBA course we supply 
We CAN help rankings & guide books. To help with 
Write to: GMAT we sell the Official Guide, practice 
Graduate Tutorials, GTAC Associates papers and a course on Dec 9th. 
FREEPOST, London W5 4BR For immediate attention contact 
Tel: 01-993 3983 PasTest UK. Tel: 0565-55226 


Fax: 


INTERNATIONAL EXECUTIVE EDUCATION PROGRAMS 


V | 5 U А L D E S | € N Building on four decades of experience, we bring together 


— — world-class faculty and senior business leaders who live, 
: : work, or have an interest, in Asia and the Pacific Region. 
2-year course leading to the Associate of Arts degree | 
(AA) in Commercial Art enjoying first-class studio 
facilities at our study centre at Waterloo in the heart of 
London. The course prepares students for immediate 
careers or for further training in the USA. Subjects 
VS covered include: 
| Graphic Design • Visual Design * Studio Skills 
Advertising Layout and Design * Contemporary Art 
* Principles of Marketing & Advertising 
Entry: September - January - May 
Admission: With high school diploma 
Write for prospectus to: 
SCHILLER INTERNATIONAL UNIVERSITY (Dept E! VD) 
51 Waterloo Road · London $Е1 8TX 


Tel: (01) 928 8484 - Telex: 8812438 SCOLG - Fax: 01 620 1226 
(Accredited member AICS, Washington DC, USA) 

















Advanced Management Program 
June 24 - July 27, 1990 

A five week Program for senior level executives. Participants 
develop fresh perspectives for senior managerial decision- 
making and understanding of the dynamics of doing business 
in Asia and the Pacific Region. 


Executive Field Study in Asia 
May 1990 

An exploration of the Asian business environment. Program 
brings executives into the boardrooms and assembly lines of 
Asian industries. This experience will enhance their strategy. 


: formulations for doing business in the region. 
à CITY > international Banking & Finance 
July 1-28, 1990 











University A four-week program for mid-level executives, Program 
BUSINESS SCHOOL provides comprehensive training in new concepts, institutions. 


' ; and modes of financial transactions associated with offshor 
E =. Po RM banking and multinational corporations. Includes a week of 
Ж 2 0 h pus V bank visits and seminars ih California. | 
Ж mont MBA programmes International Business: U.S. & Asia 

in the City of London dily 220, 1900 
i , A three-week program for mid-level executives. Focuses on 
skills development in cross-cultural management, international ` 






The City of London contains one of the greatest business and 








financial concentrations in the world. marketing and multinational corporate strategic decision-making. 
Within the “Square Mile" the City University Business School Participants in the above programs whose native language is not Crgish must he fluent 
offers intensive 12 month programmes (October to September) in conversational English and be able to read and understand substantial study art 
leading to the award of an MBA degree specialising in: reading assignments. A six-week intensive English program starting in May, 

* Finance available for those who may wish to sharpen their English business language 

e Human Resource Management*t 

e Information Technology Management ; 

* International Business & Export Management Japan-Focused MBA 

* Marketing” August 1990 - November 1991 


Applicants should possess an Honours degree or an equivalent A full-time accredited MBA program that balances the practical 
professional qualification and will be required to take the and theoretical requirements for successfully doing business 
Graduate Management Admission Test (СМАТ). with the Japanese. This intensive 1S-month curriculum 

includes Japanese language and culture courses and an 
internship with a major corporation in Japan. Requirements: 
Accredited bachelor's degree, TOEFL & GMAT. 
FOR MORE INFORMATION 
Director Telephone: 
Center for Executive Development (808) 048-8135 or 056-8153 
College of Business Administration ^ Facsimile: 
University of Hawaii (808) 944-2027 or 956-3766 


2404 Maile Way, Dept. B Telex: 
Honolulu, Hawaii 96822, USA 8216 UHCED | 
118 


The School is housed within the cultural complex of the 
Barbican Centre for Arts & Conferences just minutes from 
St Pauls Cathedral and the Bank of England. 

Application forms and further details may be obtained from: 
Mrs E. Taylor, City University Business School, 
Frobisher Crescent, Barbican Centre, 

- London EC2Y 8HB. 

Telephone: 01-920 0111 Ext. 2234 

* Alsuhwailable as a 2 year part-time course. 

t СШ exemption from Parts | & Il of the IPM. 





















Creating 
strategic Advantage 19-23 February 1990 


"There are three types of companies. Those that make things happen. Those who watch things happen. 
Those who wonder what happened." 






Today's successful companies are the ones that have learned to get their statali right. Th y understand 
and build on their strengths, they know with whom they wish to compete and they have effective mechanisms 
for establishing their priorities. They act to create strategic advantage. 






Amongst the issues covered in this programme are: 

€ Analysis of the economic and competitive environment 
€ The nature of competitive strategies 

€ integration of functional operations 

€ Strategies for managing the external political framework 










This seminar has been designed for general managers and for directors of business development or 
corporate planning. A sharing of experience among participants will be an important feature. 








Price £1800 + VAT - residential 
Enquiries to June Ramsay, Programme Secretary 


в. „ Templeton College 


Ў Oxford OXI SNY 1е110865]735422 Telex 83147 atin TEMCOL Telecopier [0865] 736374 







Ref: M620 







COURSES 


"^ FRENCH 66 IN PROVENCE ®" 


Ё and FRENCH, DUTCH or SPANISH 66 
in the ARDENNES 





| Marketing Through 
Distributor Channels 


ONE DAY SEMINAR STRATEGY CLINIC FROM THE 
WORLD’S LEADING DISTRIBUTION CONSULTANTS 


London: 11 December ~ 9 January | The advantages of the "CERAN 66” concept, 
Brussels: January 23 with residential courses : 
Frank Lynn is dedicated to help firms manage | 1. intensive study (Minimum 38 1езѕопѕ per week) 
change and grow their markets. These one day 2. Plus the constant practice of what you have learnt, every day 
clinics will provide direction on the design, EI from 8 a.m. to 10 p.m., with teachers constantly present at meal- 
refinement and management of all aspects of times, breaks and in the evenings. 
channel marketing programmes. a 3. A total of 66 hours per week of full immersion in the language. 
- It aims to benefit marketing professionals and Ceran is a top class school for leaders in business management 
"Corporate planners in a variety of firms, but Ё and government. Our clients since 1975 include Alcatel, АТ & Т, 

























- ; ; i eutsch ) orni opean Parliament, Ger- 
<. particularly those needing to implement Canon, Deutsche Bank, Dow Coming, European Pa die 
multinational marketing strategies. In order for man Foreign Office, Hoo об, Lufthansa, Меха Mercgdes- 

Benz, NATO, Philips, SHAPE, Siemens, Toyota, Winterthur, etc. 
participants to gain the maximum help from the 


day, numbers are limited to 15 on each. We also run holiday courses in French for young people (13-17) 
Cost: £345.00 


То: Frank Lynn & Associates Limited. 2 Queen Anne's Gate Buildings | 
London SW1 SBP. Telephone (0)1-222 9055. Fax (0)1-222 1436 








CERAN 66 . 
Language courses for motivated people. 


SEES еу эсэре | P2280 TETTI — 









Name... 















; Company OR И E F-30130 PONT-SAINT-EGPRIT | | ШШ BELGIUM Tet: (532) 87/897 1 64 


om FRANCE Та. (433) 66 39 38 38 {mse MMM | FAX (6301 87/77 96 29 
(0 Addtess——_________ = | AN RENT CERAN ‘Telex 













о Tél 














‘rank Lynn & Associates Limited 
420... 


APPOINTMENTS 





University of Warwick 
PROFESSOR OF ECONOMICS 


Applications aré invited for à Professor- 
ship. in the Department of Economics. 
Candidates should have an active re- 
‚ search interest in economic theory. 
ssorial range. 
lars and application 
ble from the Personnel 
rsity of Warwick, Coventry 
| 7AL (0203 523627) quoting Ref 
“No 13/6А/89/43 (please mark clearly 
г оп епувіоре). ` 
‘Closing date for receipt of applications 
1 December 1989. 
An Equal Opportunities Employer. 













< Massey University 
Palmerston North, New Zealand 
R IN ACCOUNTANCY 
,, _Jations are invited for the position 
of Professor and Head of Department 


of Accountancy tenable from 30 May 
1990. 


The department which is the largest in 
accountancy in New Zealand, has es- 
tablished a prominent academic repu- 
tation by encouraging research and 
scholarship, developing links with vari- 
ous professional organisations and of- 
fering a wide variety of innovative aca- 
demic programmes. In particular it has 
graduate and PhD programmes which 
encourage use of a broad spectrum of 
research programmes. 


Applicants should possess a PhD and 

гта professional qualification and have а 
significant record of scholarly attain- 
ment and PhD and graduate supervi- 
sion. Applicants with expertise in any 
area of accountancy will be welcome, 
and experience in management would 
be an advantage. 


А commitment has been made by the 
University to expand the number of 
senior positions in the Department of 
intancy. The appointment to the 
would be expected to provide a 
ssyruacant input to these appointments. 


Further. information and Conditions of 
Appointment may be obtained from 
Appointments (37126), Association of 
Commonwealth Universities, 36 
Gordon Square, London WC1H OPF, or 
from Mrs V. B. Bretherton, Personnel 
Section, Massey University, Palmer- 
ston North, New Zealand, with whom 
applications including a full curriculum 
vitae together with the names of three 
feferees close on 19 January 1990. 





FINANCIAL/OIL 
ECONOMIST 


А. Cyprus-based English language news- 
letter specialising in Middle East affairs 
ec@nomist with proven writing 

caper job in Nicosia. Working 
knowledge giffirabi 
be fe iniu! but not essential. Please 

send your CV to the Manager, PO Box 
1194, Nicosia, Cyprus. 









IOMIST NOVEMBER 4 1989 


THE BREWERS' SOCIETY 
ASSISTANT STATISTICIAN 


The Brewers' Society is the national trade association for the brewing industry. 1t carries out a 2 
range of representational and advisory functions for the industry, and has а headquarters staff of 

fifty. The Society has eleven specialist departments, whose work is supervised by the Director and ih 
Secretary of the Society. 

A vacancy now éxists in the post of Assistant Statistician. The holder of this post is à professional 
assistant to the Society's EconomistStatistician, and the duties include: the handling o! numerous 
statistical surveys both of a routine and ad hoc nature; obtaining data from external sources; attending 
both internal and external meetings; liaising with and advising other departments of the Society; acting 
for the Economist/Statistician during his absence. 


Candidates must be graduates, with degrees which at least include statistical subjects. Knowledge of 
and experience in the use of PCs is essential, as is relevant work experience. 


The nature of the job calis for a mature approach, especially in dealing with other people. It is likely that 
the successful applicant will be looking for a career move into the kind of work offered by this post. 


Salary circa £15,000. Benefits include 2}% contributory pension scheme, free life cover, health 
insurance and medical insurance. 


Please write in confidence, enclosing a full CV, to: 
Mrs R. M. Donovan, Personnel Officer 
The Brewers' Society 
42 Portman Square 

London W1H OBB 




































GRADUATE SCHOOL OF 
BUSINESS ADMINISTRATION 


CHAIRS OF BUSINESS ADMINISTRATION 


Applications are invited for a pone to three Chairs of Business 
Administration in the fields o اا‎ Production and Operation 
Management, Economics, Business Policy, Industrial Relations. 
Organisational Behaviour and Organisational Development. The 
Graduate School of Business Administration is situated on о self 
contained campus in the heart of Johannesburg. 


The Professors of Business Administration will be involved in the 
organisation and teaching of courses on the MBA, PhD, Post-Graduate 
Diploma in HR Management, Executive Development Programmes, anc 
participation in research supervision. 


ideally, Applicants should have a doctoral degree and/or evidence of 
OP in his/her discipline, Teaching and research experience is 
essential. 


Salary packages are comparable in purchasing power with those at 
Universities in Western Europe. 


A salary supplementation is payable at the discretion of the Dean. 


Benefits: Annual bonus, generous leave, pension, medical aid, 
relocation allowance. Substantial financial assistance towards 
dependants' university study (where applicable). Housing subsidy (f 
eligible) 

The Dean, Professor Yeomans will be in London 11 November - 23 


November and informal enquiries may be directed to him via SA 
University’s Office, 2nd Floor, 16 Charles li Street, London SW 1Y 4QU. 


For detailed information and brochures on the MBA and PDM 
programmes contact the University of the Witwatersrand, Personnel 
Office, P O Wits 2050, Johannesburg South Africa to which applications 
should be submitted by 31 December 1989. 


v5 [UNIVERSITY OF THE WITWATERSRAND b 


fhe u nsistenily opposes oportheld and all o x mination 












































POINTMENTS 


POSITION 
AVAILABLE 


The Charles Darwin Foundation for the Galapagos 
les (CDF) and the Galapagos Trust, Europe, seek 
Development Officer for major fund-raising 
rogramme to begin in Europe. 


For further information, contact: 











UNIVERSITY OF ST ANDREWS 
Department of Economics 


Research 
Fellowship 
Applications are invited from candi- 
dates with postgraduate qualifica- 
tions in Economics or Econometrics 
for a two-year Research Fellowship 
to work under the direction of Pto- 
fessor Brian Main on an ESRC- 
funded project on the incentive ef- 
fects of top.executive pay and the 
performance of British companies. 


Salary in the range £9,816 to 










Professor Ole Hamann 







Vice President, CDF £12,381. The position is available 

Botanic eens from 1 January 1990. : : 

Ө. Farimagsgade 2 B Farther particulars ead ап appli- 

cation. form be obtained 

DK-1353 Copenhagen K. from the Director of Personnel 

| Denmark Services, College Gate, Universi- 
ty of St Andrews, St Andrews, Fife 

Fax no 45 33 911828, att. О. Hamann, KY16 9А), to whom applications 
Botanic Gardens must be sent to arrive not later 










than 21 November 1989. 


“үт. 


А Worldwide Programme 
Needs a World Class TV Producer 














As the world’s largest network of development services, we provide 
technical assistance in virtually every economic and social sector. For 
obvious reasons this work needs as much exposure as possible. So our 
Film Unit is expected to play a major role in this context. 


As head of the team, you will enjoy a position offering unique opportunities 
and enormous scope: we are at this moment supporting some 6000 
projects in over 150 countries and territories worldwide. And as your 
responsibilities will be to promote and expand UNDP's presence on the 
television (with strong emphasis on European channels), you will have no 
shortage of material. 


Applicants should have: 


* a good knowledge of European TV markets; 

* auniversity degree in journalism or film/tv production; 

e a minimum of five years relevant experience; 

® fluency in English — working knowledge of French or Spanish desirable; 
knowledge of another European language an asset; 

* assessed managerial and negotiating capacities; 

* ability to direct and supervise film/video production as well as draft 

contracts. 


Experience in filming, script writing, or in development journalism an asset. 


Please write with full CV to: Chief, Information Section, UNDP European 
Office, Palais des Nations, CH - 1211 Genéve 10, Switzerland. 




































UNITED NATIONS 
DEVELOPMENT PROGRAMME 
(— — World Development 








The University of South 
Wales—Australia 


School of Banking and Financé 


Positions: 
LECTURERS/SENIOR LECTURERS 
(Three positions available) 


One  fixed-term — appointment-—Ref 
1194. Two tenured/tenurable appoint- 
ments—-Ref 1195. 


The School of Banking and Finance 
services undergraduate BCom and 
BEC. courses in Finance, Accounting/ 
Finance ahd Economics/Finance at 
both pass and honours levels and com- 
bined Finance/Law. and Finance/Math- 
ematics courses. It also provides grad- 
uate training towards:the MCom in both 
Finance and Treasury and provides 
research training in Finance. in the 
MCom (Honours) and | PhD 
programmes. dus 


The School is currently developin 

active research programme іп Bar >: 
and Finance. and seeks to appoint, at 
Senior Lecturer or Lecturer level, a 
candidate with a higher degree (or 
equivalent) and demonstrated re- 
search or teaching capability in Fi- 
nance or Banking. Applicants should 
have a strong theoretical and/or empiri- 
cal background in Finance or Banking. 


The positions are available from 1 Feb- 
ruary 1990. Two appointments will be 
either with tenure or on the basis of a 
contract with provision for conversion 
to. tenure and one appointment will be 
for a fixed term of three years. Appli- 
cants should indicate clearly their pref- 
erence by quoting the appropriate ref- 
erence number. 


Further information from Dr G. Noti, 
Acting Head of School (02) 697 3508. 


Applications close: 20 November 1989. 


Salary: Senior Lecturer A$41,459 
range A$48,086. 
Lecturer. A$31,259 
A$40,622. 


Commencing salary according to c 
fications and experience. Other b 

fits may be negotiated with райісшапу 
Suitable applicants. 


Applicants should forward two copies 
of: written application; curriculum vitae; 
transcript of academic record (quoting 
number, business hours telephone 
number, together with the names and 
addresses of two referees) to Academ- 
ic Staff Office, PO Box 1, Kensington, 
NSW 2033, Australia. 


Equality of employment opportunity is 
University policy. 







range 





APPOINTMENTS 
WANTED 
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` APPOINTMENTS 














The University of 
Queensland 
Brisbane, Australia 


LECTURER/SENIOR LECTURER IN 


ActionAid 
A British non сое отоа organisation involved іп 
designing, funding and managing integrated develop- 






RESOURCE ECONOMICS ment programmes in poor communities in Africa, Asia 
(Tenurable) and South America seeks a 
Applicants should have a PhD in the ы ' 

field of Resource Economics and have DIRECTOR 








га commitment to teaching and re- 
E, search in the economic aspects of 


“pointes will be expected to teach at 
“both undergraduate and postgraduate 
7 өчө! and: supervise postgraduate stu- 

(dents. and will be encouraged to 
г engage in personal research. 
„Further information about the position 
апа the department may be obtained. 
from Associate Professor.L. F. Bell, 
„ Department of Agriculture, telephone 
(07) 377 3633. 

y: Senior Lecturer A$41,458- 

i 085; Lecturer A$31,258- 
repsu 621. 


Reference No 51589. 
Closing date: 20 January 1990. 


Application forms and further details 
may be obtained from Appointments 
(37116), Association of Common- 
wealth Universities, 36 Gordon Square, 
London WC1H ОРЕ. 

Equal Opportunity in Employment is 
University Policy. 





ActionAid Ethiopia 


This challenging position, reporting to the Director, 
Africa negon. offers a chance to continue the manage- 
ment of a long-term rural development programme in a 
part of Southern Showa and to establish a similar 
programme in a second target area. 


You will have already demonstrated leadership capaci- 
ty, communication skills and have extensive experi- 
ence in management of rural development projects. 
You will be capable of managing a team of at least 30 
staff. to сапу out. an integrated development pro- 
gramme, which includes appropriate agriculture, 
health, primary and non-formal education and savings 
and credit activities which are planned and implement- 
ed with the target community. A proven ability to 
negotiate with representatives of the host government 
and funding agencies is essential. 


Salary between £15,000 and £16,000 plus cost of 
living allowance. 


Please apply with full CV to Janet Phillips, Director 
of Personnel, ActionAid, Tapstone. Road, Chard, 
Somerset TA20 2AB, by Friday 24 November. 


EEC Policy Specialist - 
Food & Drink Industry 


Can you transform complicated subject matter into a concise report for 
industry leaders? Would you be comfortable briefing an MP on the 
implications of the Uruguay Round to food manufacturers? Could you 
discuss CAP policy changes with senior Commission officials? 


We are looking for a person to join our smail team, to work on the 
‘interesting and key issues of EEC and International policy. You will be 
responsible for the development of a range of policies with important 
commercial implications. 

You will have a degree in economics or a related subject, in-depth 
knowledge of the functioning of the EEC, and competent in another major 
European language. 

The Food and Drink Federation represents the common interests 
of the UK food and drink industry. 

A competitive salary and benefits package will be offered. 

For further information contact Miss Debra Rammell on 01-836 2460 


between 11.30 a.m. and 2.30 p.m. any weekday or send your CV to: The Food 
and Drink Federation, 6 Catherine Street, London WC2B 5JJ. 
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Value Added Tax coming fo Canada 
January 1981. 

Canadian firm seeks UK or Europea 
{English speaking! VAT consultant. 
help with finer points/develop strat 


Fax: (416) 6362103. 










North American 

industrial Group 
Would like to acquire a UK-based man 
ufacturer of consumer products with à 
North American export presence Ur 
potential, Sales of £5-15 million, Reply 















nis 2315, 120 Adelaide Street West; 
. Toronto, Ontario, sath сораса 


Svan Haga 


Sarah Hodge Recruitment Core gui d 
Need a Top Secretary? |. 


Call (01)434-0030 | 
215-217 Oxford St London WIR ТАН 
` eee — 


SELLING SKILLS 


For high value, complex services: 
consultancy, technology, research 
etc. Individual and group coaching, 
intensive, professional, ethical amd 
powerful. 


Kendall-Sieath 


Tel 0742 581571. 
Fax 0742 753071. 


HANDWRITING ANALY’ 
Suspect Documents: Examiner of 
Forged/Anonymous writing. 

Also 
Personnel/Character Assessment. 


P. Lavell 
9 Village Close 
London NW3 SAH 
Fel: 01-794 6060 


LONDON | 
South Kensington | 


Luxury fully furnished one and two bed 
flats in quiet cul-de-sac off Queens Gale. 
Residént manager, direct dial telephon 

video security and colour TV. Weekly f 
rates from £266 to £560 plus VAT 


FULL DETAILS: TEL 01-225 0184. FAX | 
01-225 0280, TELEX ——— 




















































32 Sloane Gardens 
London SWIW SDJ 
Tei: 01-824 8415 
Fax: 01-824 8415 
Telex: 926678 







Small character town house off Sloane 
Square. Ali modem facilities. Ful E: 
breakfast inclusive of very modest tates. 


А маа EXGLUSIVE. HOTEL 


CUT THE COST OF 
YOUR STAY IN LONDON 


Take a furnished, self-contained service | 
apartment in Knightsbridge, near Harrods. 
Fully equipped kichen e, Наини, 

phone, colour TV, central heating, elevator, 7 
Suit 12 persons. Brochure by sr, 


45 Ennismors Gardens, L ro m 
Tek 81-584 4123. Telex 206441 (Rel КЕР) | 































The Common Fund for Commodities 
seeks 


Chief Finance Officer 


The Common Fund for Commodities is a newly established international financial 
institution located in Amsterdam. The Fund, at present, has 104 Member States and is 
-. financed through capital subscriptions as well as through voluntary contributions. 


The Chief Finance Officer will, with direct reference to the Managing Director, be 

responsible for the handling and investment of the Fund's resources in accordance 

with financial regulations to be established and for the development and mainte- 
nance of appropriate accounting procedures and practices. 


Requirements: Advanced University degree or equivalent in finance/economics 
ombined with an extensive background including managerial experience in 
nternational banking and investments. Fluency in English. Working knowledge of 
other United Nations languages desirable. 
Salary and benefits: The appointment offers a competitive tax-free salary and other 
benefits of international civil service including reallocation, cost-of-living adjust- 
ment, pension and insurance contributions and family allowances. 
Letters of application in English including detailed curriculum vitae and references 
should be received not later than end of November 1989 and should be addressed to: 
Egan Mr Budi Hartantyo 
Managing Director 
Common Fund for Commodities 
World Trade Center 
Strawinskylaan 507 
1077 XX Amsterdam 
The Netherlands 


FORECASTING EXECUTIVE 


up to £18,000 pa 
Opportunities for overseas travel 











Central London 


THE GROUP 

The Cable and Wireless Group is a 
recognised world leader in 
telecommunications, with operations 


communication skills will be needed 
in addition to a degree in Economics, 
or related discipline, with a 
significant quantitative content. 


in some 40 countries. Relevant experience would be an 
: THE POST advantage. 
Accurate economic and market THE BENEFITS 


analysis is key to our continuing 
Success. This challenging position 
includes analysing and forecasting 
the demand for telecommunications 
services, examining and developing 
pricing strategies; and expanding 
our computer based techniques. 
The post may also involve overseas 
travel. 


THE PERSON 
Excellent quantitative and 


An attractive salary of up to 

£18,000 pa dependent upon 
experience is being offered together 
with a wide range of benefits and 
excellent career prospects. Please 
send full details to: 

Paul Goodwin, Corporate Personnel, 
Cable and Wireless plc, Mercury 
House, Theobalds Road, London 
WC1X ВАХ. 

Telephone: 01-315 5034 (24 hours). 


Cable & Wireless 


THE WORLD TELEPHONE COMPANY 





ненин Ra р мды на лин AMAA 
amann eniran menena onen nae ЧЕ 
TR 
mee ar merer totas Ф 
кс 























` The University of Wales 
Aberystwyth 

SENIOR LECTURER/LECTURER 
in Marketing 


Applications are invited for the above 
post in the Department of Economics 
and Agricultural Economics from candi- 
dates with teaching and research expe- 
rience in any area of marketing. The 
successful applicant will be expected to 
teach marketing research (and offer 
another specialist area).on a range of 
undergraduate and postgraduate mar- 
keting schemes including a thriving 
MBA programme. Applicants should 
demonstrate a. strong academic. or 
business background.. Candidates for 
the Senior Lectureship must have a 
proven research capacity in marketing. 
Salary on the Lecturer Grade A or B 
scale (£10,458 to £20,469) or the 
. Senior Lecturer Scale (£21,489 to 
£24,285). 

Application. forms and further par 
lars from The Staffing Officer, 
University College of Wales, Old | 
lege, Kings Street, Aberystwyth SY23 
2AX (Tel: 0970 622054). Closing date 
for applications 17 November 1989. 


INTERNATIONAL 
PROPERTY 


RR 
LARGE STUDIO FLAT. Bloomsbury/ 
Cov. Gdn. Must sell. Going abroad. 
Value £117,500. Asking £69,500. Tele- 
phone 01-240 5955 anytime. 


SWITZERLAND |. 
Sale to foreigners authorized 


Lake Geneva 
& Mountain resorts 
You can own a CHALET/APARTMENT in MONTREUX, 
VILLARS, LES DIABLERETS, CRANS-MONTANA, 
VERBIER, LEYSIN, GSTAAD Valley, etc. From 
SFr. 150000.— 60% credit at 614% 


REVAC З.А. 52. me ge Молой - 


Tii, 41 22/704 5A Fax 












































©н-1202 GENEVA 
7341220- 10220 
























BUSINESS 
OPPORTUNITIES 


Leading multinational trading group, sales : 
over half billion USD, privately held, estab- f 
lished, prestigious and aggressive in its 
sector, seeks invéstors/pariners who can 
invest USD. 5 4015 million for substantial 
equity. Serious proposals from bona fide 

| Ме Ты койы ешр Umi 
60, 10 Rockeleiler Plaza, New York WY 
10020, USA. : 


Independent, diversified, transnational 

E dollar м itas айе pro { 
worldwide (ог trading any commod- 

fies ar other reaistic business opt tunities. 


but can protect brokers if clear is 


prm orients 


; Offices in US/ 
ре/ ar tasULatin America 
Seeks first class, competitye, bankin 


World trade: grou 

Europe/Atri 

and financial sources for af aspects o 
trade financing including cipfirmation, | 
discounting, back to back Mes, bridge 

] financing and counter trade. 


Fax 1-415-637-0976. Tix: 5730750 
USA). 
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SENIOR 
ECONOMIST 
Colgate University seeks to fili 
the У. Bradford Wiley Distin- 
wished Chair in Economics. 


“Field: . international — Trade/ 
Development. 


For further information con- 
Î tact Robert Freedman 01-602 
‚ 1382 or Professor Don Wald- 

man, Department of Econom- 
ics, Hamilton, New York 
13346, USA. 


























PLANNING IN 
DEVELOPING COUNTRIES 
те track on inn! y 
1, 1990. Candidates should have 
strong specialty area, such as hous- 
, economic 
use or environ- 





Applications accepted th 
January 15. Send letter A 

est, vitae, work 

reference 






| Hill, 


No rol Chape 
i айы NC 27599. EO/AA 
em, . 





AUTHORS WANTED 
BY NY PUBLISHER 


Leading subsidy book publisher seeks 

manuscripts of all types, fiction, non- 

fiction, poetry, juvenile, scholarly and 
dus works, etc. New authors wel- 
xd. Send for free booklet. 


Vant Press, 516 W, 34th 
Street, New York NY 10001 USA 


ANALYSIS OF 
HANDWRITING 


Charactet/Personal appraisal 
Forged/Anonymous writing 
GRAFEX 
Antwoordnummer 1927 
2501 WB, The Hague 
Holland 
Tel: 01751 77272 


Correspondence courses. consultations, seminars and 
lecturers available ward wide 




















product which will interest you. 


» the Londo 
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T FINANCIAL ADVISORS/BROKERS Ж" 


INANCIAL ADVISORS/BROKERS 


И you are a financial advisor or intermediary and would’ — 
like to represent an offshore fund in a rapidly expanding 
sector of the investment market, then we have а new ^ 


The opportunity to represent a (non-equity) fund offered by an established financial institution (assets in excess of $US7 billion and a quoted company on 
c International Stock Exchange), is now available. І 

sare highly attractive, furthermore you will receive the full support of a Company with more than 100 years experience in the financial markets 
rite today for full details. All enquiries will be treated in strict confidence. 


Вох 3675, The Economist Newspaper Ltd, 25 St James's Street, London SW1A THG. 


m aÀ—— шз HÀ жык айнын ыык эзи шь шык Canna бм жюк тоте SENE штык Ы АЫК ӘННӘ шыны НИН НЫНЕ әман н ыш неин mie 
































STRATEGIC BUSINESS ANALYST 
_Up to £20K + excellent benefits package 





West Midlands Travel Limited is one of the most significant names in public transportation. Our 
organisation boasts an annual turnover in excess of £125 million and through our fleet of 1800 buses we 
provide a comprehensive service to over 410 million passengers a year. 

Being able to respond to the needs of the West Midlands has been a key factor in our success, We're 
now looking to the future, ando maintain our competitive edge and exceptionally high standards we've 
created the new role of Strategic Business Analyst. So 

You'll be responsible for securing the provision of information and data to enable us to build effective 
business plans and prepare long-term commercial strategies. 

Collating the necessary facts will involve direct contact with a wide range of internal and external 
bodies. These diverse sources will enable you to investigate and forecast the future effects of 
demographic, economic, and competitive developments in the West Midlands on our Company, Through 
analysing this information you'll be able to present senior members of our organisation with a clearer view 
of tomorrow. 

You'll have a profound influence on decisions made within our progressive operation, so you'll need ta. 
display a mature, logical and systematic approach to your work. 

We're looking for a graduate with а background in economics and statistics, preferably in lond-use or 
transportation planning. You should also be computer literate, a good communicator, and have o working 
пор of Spreadsheet systems. Any exposure to business planning and its preparation would be 
advantageous. 

In return, there's an attractive salary and- the- generous benefits package you'd expect from a 
company of our stature. 

Interested? Please write with full CV. to: Lionel Green, Personnel Department, 

West Midlands Travel Ltd., Summer Lane, Birmingham B19 350. 






AN EQUAL OPPORTUNITY EMPLOYE! 
















US IMMIGRATION 


Licensed attorney. 
Practice limited to US immigration law. 
B. n, А at Law 


Judith 
‚125 Main St, Westport, CT 06880 
Tel: (203)226-1223. Fax: (203)454-7890 


USA—HEALTH AND 
BEAUTY AIDS 


Eliminate the risks associated with a full time 
distributor. 
Cambridge Business Services offers Sales infrastruc- 
ture, Marketing Research, Office Administration, 
Computerised information. © 


LUXURY SERVICE APARTMENTS 
CENTRAL LONDON 


Well sited for theatres, business anid late night 
shopping. Individually furnished studio and 
one bedroom apartments for rental from £220 
to £556 per week. Minimum stay опе month. 
Letting Office, Nell Gwynn House, 
Stoane Avenue, London SW33AX 
Tel: 01-584 8317. 
Telex: 916358 NGHLDNG 
Fax: 01-823 7133 












Write for brochure to: 
14 Vanderventer Avenue 


Port Washington, NY 11050 
Telephone: 516° 944-6933 












ese eam dudes HERR ts здае авн ase kes 


BY A MAJOR FINANCIAL 
INSTITUTION 








Just send your business card or a letter to: 


125 





BUSINESS OPPORTUNITIES 
ho [4 Ej 


PARTNER 
NEEDED 


To refurbish and run 


|| COWLEY MANOR 


Near Cheltenham 





Magnificent listed Cotswold mansion in 
33 acres with ornamental lakes and River 
Churn flowing through 





al 


CONFERENCE / 
| TRAINING 
| CENTRE 


T 


А For discussion/details contact Glenn Gaston 
or Chris Gardner (0452) 425734, 425756. 
Propert; y Services, Shire Hall, Gloucester. 

GL1 2TQ. 





GLOUCESTERSHIRE 


COUNTY 





1889 (шуу 1989 
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BUSINESS VENTURES 


n 
EASTERN BLOCK 
COL UNTRIES 


MINETEC FINANCIAL 
SERVICES CORPORATION 
"cone t 







EXECUTIVE HOTEL 


57 PONT STREET 
KNIGHTSBRIDGE 
LONDON SW1X 0BD 


Tel: 01-581 2424 
Fax: 01-589 9456 
Telex: 941 3498 EXECUT G 


Single bedroom £49.95 + VAT 
Double or Twin £74.95 + VAT 


E privacy and exceptional 
о, опе oft the Sonne кон 
"rir А bourhoods. 

et breakfast 
included. а 


A LINBAR EXCLUSIVE HOTEL 
















BORED MEETING 
IN TOWN? 


The perfect location for board and 
meetings 
Magnificent 54 acre estate with views 
over unbroken Cotswold countryside 
Combine the traditional luxury of a 
medieval manor house with the 
highest standards of hotel keeping 
Fine cuisine, impressive cellar log 
fires, 4-poster beds 
For colour brochure 
Charingworth сане; 
Nr Chipping Сат 
Gloucestershire G 5 6NS. 
Tet (038 678) 555 
333444 CHARMA G 


' Brita 1988/89 


OFFSHORE 
COMPANIES 





FOR AN EXPLANATORY 
AND BROCHURE 


COLIN FOSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD. 
COMPANIES HOUSE 


CALL 


FAX 0624 815548 





EXPATRIATES—FREE copy, unique 
expat newsletter. Write: Expatworld, 
box 1341 Raffles City, Singapore 9117. 


RENT-FREE HOLIDAYS. Fine houses 
for exchange in 25 countries. World- 
wide Home Exchange, 45 Hans Place, 
London SW1X 0JZ. Tel: 01-589 6055 


2ND PASSPORT/DR LICENCES. Any 
Country, various reports on how to 
obtain them. INI, 26 Kleomenous, Ath- 
ens 10675, Greece 





START an Import/Export Agency. No 
capital or risk. Immediate access to 
profits in world trade. FREE booklet. 
Westlink (C), 55 Constitution Street, 
Edinburgh EH6 7AY, Scotland 





HANDWRITING ANALYSIS through 
fully qualified graduates from the— 
Academy of Graphology. Contact 
G.S.L 22-26 Shepherd Street 
London W1Y 7LJ. Tel: 01-493 811 


OVERSEAS POSITIONS. Hundreds of 
top-paying positions. All occupations. 
Free details. Overseas Employment 
Services, Dept EC, PO Box 460, Town 
of Mt Royal, Quebec, Canada H3P 
3C7 





INVESTMENT IN MEXICO: Advice for 
forming companies, joint ventures, tax 
planning, permanent address for doing 
business in Mexico. Grupo Cadmo, PO 
Box 5-127, Mexico City. Fax 905 545- 
37-48 





‘PANAMANIAN CORPORATIONS pro 


vide complete confidentiality and zero 
tax liability, We offer company formation 
services on a fast, reliable and competi- 
tive basis. H. |. Darlington, POB 1327, 
Panama 9a, Panama. Tel: 23-0834 or 
23-4819 (evenings 23-6779) Fax: 
234936. 


COMING TO 


Н 


45 


price includes а separate charge for 
provi ot Arcane + VAT 


DIPLOMAT 

HOTEL 

2 CHESHAM STREET 
BELGRAVIA 

LONDON SW1X 8DT 

Tel: 01-235 1544 

Telex: 926679 DIPLM TG 

Fax: 235 1544 


In exclusive Belgravia within walking 
distance of Harrods. Proyides unsur- 
passed opportunity for рег accom- 
modation and full Englis'&breakfast at 
exceptional value 
Single bedroom from £49.9 
Double/Twin from £74.95 
A LINBAR EXCLUSIVE HOTEL 
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OUTPUT, DEMAND AND JOBS America's GNP rose by 2.9% in the year to the third quarter; in the 
year to the second quarter the increase had been 3%. Japan's rise in industrial production slowed 
lo 3.8% in the year to September, from 6.1% in the year to August. In September Japan's jobless 
rate fell slightly to 2.2% (compared with 2.5% a year earlier); in the same month France's 
unemployment rate was 9.5% (compared with 10.2%). Canada's industrial production fell by 
0.4% ‘in the year to August; in the year to July it had increased by 1.1%. 





% change at annual rate 
? о industrial production GNP/GDP retail sales [volume] unemployment % rate 
` 3 mths _ 1 year 3 mthst 1 year 1 year latest year ago 



































+ 27 Sep + 25 
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{Value index ox deflated by by j CPI." * New series 


ИЕНЕН ын — ————————————————————————MMMMMUUMM— MM 
PRICES AND WAGES West German consumer prices rose by 3.3% in the year to October, the 
country's highest rate of inflation for more than six years. In the 12 months to September Japan's 
consumer prices rose by 2.696, the same as in the year to August. In October Belgium" s annual 
consumer-price inflation rate was 3.696; Australia's wholesale prices climbed 7.6% in the year to 
July; its consumer prices went up 896 in the year to August. 























* change at annual rate 
consumer prices* wholesale prices* wages/earningst 
3 mthst 1 year 3 mthst 1 year З тї 1 year 
Я 3 03. Е. ; ^ 4 63 +76 А 
а =. nil E 
NINE 12 PEN. 
‚ +52 + 
48 + 






































rmuny wage fates in manufacturing except Australia, weekly earnings; Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly 
earnings; UK, топу earnings for all employees. 












































when President Bush occi 15m iin 5 
of frozen pork bellies in aid to Poland. Thi: 
has yet to be shipped. In August stocks of 
pork bellies were a record 86m Ibs and | 
prices were al historical lows, prompting: |. 
large sales of pork products to Japan and. 

Yugoslavia. Moreover McDonald's has just 1 
launched the "McRib"—a porkburger, wing Ei 

the less popular cuts. И aims to have sold 

80m in a month, enough to use the shoulders 
and trimmings of around 2m pigs. 


1985—100 За change on 


0024 Ot} one 





Dollar inde: 
All tems 












Sterling index 
Allitems 4037 1047 — 06 
Food 785 795 м 
industrials 

Al 17,987. 120.8 


Nat 





KORELC 


SDR index 
Ait items 





| 836825 — 
Crude oil North Sea Brent 
Sperbarel — — 18.83 — 1868  - 0. 


fProvisional $$ Non- food agricutturals 


3755 + 26 | 



















$i WEALTH OF NATIONS cop per person is 
probably the: best measure of prosperity. 
Using market exchange rates to compare 
national incomes makes Switzerland's GDP 
per person 4096 higher than America's. 
Statisticians can adjust for differences in the 
cost of living by using purchasing-power- 
parity (PPP) exchange rates—the exchange 
rate that equates prices of similar goods 
between countries. Using the PPP rate, Swit- 
zerland's GDP per person falls to 86% of 
:] America's. In 1988 America was the richest 
|. country on a PPP basis; at market rates seven 

г. Countries were better off, and America was 
roughly on a par with West Germany. The PPP 


GDP per person, 1988 united states 


2e 
































CONOMIC AND FINANCIAL INDICATORS 2 


@ TERMS OF TRADE The ratio of a coun- WORLD BOURSES Tokyo recovered from consecutive losses on Friday and Monday, to finish 0.1% 
try’s export prices to its import prices is | up оп the week. New York, buoyed by a bid for Great Northern Nekoosa, made up some early losses 
called its terms of trade. If a country's | but still finished 0.5% down. All other bourses, except Toronto and Johannesburg, fell. 








































































































exports and imports remain unchanged in | Stock price indices % Change on 
volume terms, then an increase in its terms Oct 31 1 e one record 31/12/88 
of trade will improve its trade balance. In high low week year high in local — in$ 
practice, higher export prices. reduce the y qnc, ix) D UU E - | MC 
volume of exports relative to imports, but Belgium 62309 66055 55193 ЕТТ $ rna 
|. slowly. So a rise in the terms of trade usually | canada ^ ^ 39:66 ^ 40378 350. Б БОЕ, 1 | d 
= boosts the trade balance to begin with; later, | France — 5121 5616 Д n 19357 185 О” 
“when the volume of trade adjusts, the trade | W.Germany ^ 18307 20568 15957 | F108 
balance may deteriorate. Japan's terms of | Holland 1930 2105 — +184 1 ў ) 
trade rose sharply to 1988, and then fell. So | Hongkong 27253 33096 20936 — Bak? 0 th : 
“far the changes have had little effect on the | Нау SAGE) „„ AB a : ; 5 
dollar-dominated trade surplus, which re- ل‎ MA ENS NC MINA COM 18. 
ains at roughly $90 billion. Britain's terms | South Arica 25550 iD Nero : s eme CT aie 
of trade are roughly the same as in 1985; the | Spam 3073 3289 2686 e E DES us = 
country’s trade balance has worsened | sweden 41254 746603 338339 ^ — 3. j 4i 198 TA 
Switzerland 7405 8291 6131 -— 27 0-8 24. T1855. 
UK — 21426 24960 17828 —0. -123 419 a 
USA — 2645.1 294 2146 OS 9 - 5. +22. +22, 
МИННИ ner 


MONEY AND INTEREST RATES Britain's long-term government-bond yields rose by half a 
percentage point. The 12-month rate of growth of both measures of France's money supply slowed 
in the year to July: narrow мт grew by 5.2%, broad мз by 7.4%. 


Money supplyt Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
% rise on year ago Money market Commercial banks Bond yields Eurocurrency 


Narrow Broad Overnight 3 months Prime Deposits Gov't Corporate Deposits 
E [M1] | lending 3months long-term 3 months 


Australia + 55 3200 sep 1825 2050'* 1805*'  1374'* 1474'* 1794 1464 
































































Belgium +57 +810 925 965 1225 940 928 900 

Canada +25 +101 s 1238 12256 1350 1225 904 1020 

Frane +52 +74 ш 1025 1019 1050 1031 886 956 

W. Germany + 48 — 4 53 mg — 790 825 950 75i 155 755 

Holland +66 +124 a, 825 893 1025 833 7.68 823 

Haly +80 +97 mg 1263 1325 1400 па 1206 1159 1263 1121 
Japan + 16 +96 m 63 51 488 204 544 576- 

Spain +138 +146 sp 1483 1502 ^ 1625 775 1286 1390 

Sweden na + 65 mo 1165 1215 1250 1185 1168 1236 

Switzerland - 74 + 54 м 775 800 850 725 54i 609 . 





21600 1531 ^ 1003 1177 


UK “+45 +173 sp 1450 1528 


USA — 03  - 39 s, 888 




















FMT except UK МО; M3 except Belgium, Holland, italy and Sweden M2, Japan M2 plus CDs, UK M4. Definitions of interest rates quoted available on request 
Sources: Banco Bilbao Vizcaya, Chase Manhattan, Banque de Commerce (Belgium), Credit Lyonnais, Credit Lyonnais Bank Nederland, Svenska Handelsbanken, 
ANZ Bank, CSFB, The WEFA Group. These rates are indicative anty and cannot be construed as offers by these banks. ** Last week's tates. А 





TRADE, EXCHANGE RATES AND RESERVES Іп trade weighted-terms, the dollar and D-mark both gained 0.3%, while the yen fell 0.6%. The dollar 
rose slightly against the pound and the yen, fell against the Australian dollar, and remained unchanged against the D-mark and French franc. 
_ Switzerland's deficit on visible trade increased to $6.6 billion in the 12 months to August; in the year to the second quarter its current-account surplus 
‘ose to $6.7 billion. Holland’s trade deficit fell to $4.1 billion in the year to July. 



























































trade-weightedt+ currency units per $ currency units foreign reserves} t 
exchange rate $bn 
latest — year ago latest year ago 
na na 128 122 
v — 1074 1066 38.7 375. 
ra 1048 986 147 123 
ar 1012 996 625 6.10. 
41 uy 1154 1138 184 179 
a 121 111.0 2.08 202 
04 ^ 991 97.0 1352 1327 
Ag 1363 1518 143 125 — 
» 042 99.0 117 ES 
TE 95.4 6.41 6.19 
67 v 1076 107 161 150 —— 
1 |. 884 95.9 0.63 057 __ 
—1224 о 69.6 66.3 55 = 











Australia, France, Canada, Japan, UK and USA imports fob, exports fab. АЙ others cíf/tob. 34 Bank of England index 1985 = 100 New series. FF Excluding gold. i 
“Registered as a Newspaper. Produced by The Economist Newspaper Ltd., London, England, and printed in Singapore by Times Printers Pte. Ltd. 








INDIVIDUALITY. А CLASSIC TIMEPIECE THAT REPRESENTS THE PINNACLE OF THE WATCHMAE | 


THE STEEL AND YELLOW METAL ELITE. PART OF A COMPLETE RANGE OF WAT‘ HES FROM ALFRED DUR 


VISIT ALFRED DUNHILL IN LONDON: ALSO IN ATLANTA, BEVERLY HILLS 
CHICAGO, COSTA MESA, DALLAS, DUSSELDORF, HONG KONG, HONOLULU, HOUS 
MELBOURNE, MONTREAL, MUNICH, NEW YORK, NAGOYA, OSAKA, PARIS, SAN FRAN 
SYDNEY. SINGAPORE, TOKYO, TORONTO AND VANCOUVER 





‘Today, merchant banking gives you 


more power than ever before. 






o Yesterday, you couldn't call on Bankers Trust to under- 





write your corporate debt in the U.S. 





Today, you can. 






As merchant bankers, our ability to integrate this new 






service into your overall plans is unmatched. 









In the case of an acquisition, for example, we now can 


provide not only traditional bank financing, but also under- 






write your long-term debt. 






Our expanded U.S. underwriting activities will be carried 





` out by our subsidiary, BT Securities Corporation. 










In BT Securities, you ll find the same skills we used to 
ША БЕ $6 billion in debt in Europe last year. And billions 
in commercial paper and other securities here at home. 

Our unique brand of merchant banking has always been 
a powerful force in finance. 


Today, we've put even more power in your hands. 


Bankers Irust 


Bankers Trust New York Corporation 





Because today isn’t yesterday. 
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$2,500 


This is a work of art inside a work of art. 


Here you see Glenfiddich Pure Malt Scotch Whisky exactly where it belongs. In a beautiful Edinburgh crystal 
decanter with a solid sterling silver stag’s head 

The Stags Head recalls that Glenfiddich in Gaelic means ‘Valley of the Deer’ The handcut crystal reveals the 
exceptionally smooth, rare character of 30 year old Glenfiddich. The only scotch that’s a work of art all by itself 
To obtain the Glenfiddich Stag’s Head decanter ask your local spirits merchant or call William Grant & Sons collect at 201-225-9000 


Я Nei ‚ T» "TN E 
So LE NEE DoD FGSH PURE &) MAET SCOTCH WHISKY 


Glenfiddich Pure Malt Scotch Whisky. 43% Alc/Vol (86 proof). Bottled in Scotland. © William Grant & Sons, Inc., New York, N.Y. 10020. Prices may vary from state to state 
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Samsung Construction & 
Samsung Electron Devices 
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The proof of a bank's capability lies in its 
performance. 

Ours in Asia emanates from the relationships 
we build with our clients, the extent of our global 
network, and the range and depth of the 
professional expertise we are able to deliver. 

А Total Capital Base of more than USSI I billion 


. The Chase Manhattan Corporation 
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and a fully integrated Asian and global network gives 
us the kindof financial muscle, international expertis 
and local market know-how that only a handful of 
banks are able to rival 

Then there are the Chase people. Professional: 
who can harness Chase's resources on ‘behalf of 
their clients to create tailored financial strategies 
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Gypsum Carrier Inc. (42.8%) and 
international Finance Corporation (6.2%) 





a 


Mergers & Acqu 





and deliver effective financial solutions techniques (executing the first transactions in a 
It's our combination of size, international number of Asian countries). We've advised and 
network, specialized industry knowledge and our arranged a number of cross-border mergers and 
approach to client relationships that helps set acquisitions, structured major project financings, 
Chase apart from other financial institutions debt for equity conversions, and more 
In Asia, we've led the way in developing But when it comes to proof of rmance, 
a whole new array of risk management transactions speak louder than words 7 
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А SHE-BEAR AND HER CUB TAKE REFUGE ON AN ICEBERG 


In the Arctic, 


Janusz Kurbiel’s Rolex dads more 


than tell him the time. 


Every year for over ten years, Janusz Kurbiel 


has experienced hell. For the unimaginable cold of 


the Arctic is hell in reverse. 
That's why, since 1975, Kurbiels expeditions 


have been to establish how scientists and tech- 








KURBIEL MEASURING THE HEIGHT OF 
AN ICEBERG WITH HIS SEXTANT 


VAGABOND П UNDER SAIL 
AMIDST THE ICE-FIELD. 


nicians will one day be able to utilise the natural 
resources of this vast fortress of ice. 

Janusz Kurbiel is a scientific explorer. In the 
very worst conditions he tests electronic 
apparatus, surveillance systems, sur- 
vival equipment and... his Rolex. 

But science often gives way to 
adventures in which he must surpass 
himself, risking everything to get out of 
trouble. Kurbiel smiles as he recalls set- 
ting out by skidoo to look for magnetic 





north. When the magnetic field had rendered his 
sophisticated navigational equip- 
ment useless, he simply navigated 
by his Rolex. Again, after capsizing 

near Greenland and losing all his instruments, 
he got back to France by taking a bearing on the 
dial of his Rolex. 

Today Janusz Kurbiel is planning new 
expeditions. They will take him in the tracks of 
Eric the Red, who discovered Greenland in 982; 
in the footsteps of Amundsen. who opened up the 
North-West Passage. 

As usual, he will wear a Rolex. “Because ` 
the Arctic; he says, “a watch is the basic equipme... 
of survival" But it also allows him to record pre- 
cisely when the first seal appears, to rendezvous 
with his colleagues and to remember at Ш 
dead of night that, on the banks of 
the Seine, it is seven in pte evening. ROLEX 
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the West has то make sure 


| the new one is stable and 
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| page 60. Russia's coming winter 
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| Japan's air thrust 


Given half a chance, Japane: 
industry will break into 


aerospace, page 85. 


| Pacific trade club? 
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errorists or guerrillas? 


IR You. equate guerrillas, free- 
om fighters. and terrorists 
"Time to talk?" October 7th), 
implying that the nomenclature 
aries only according to the sta- 
tus or situation of the observer. 
This is not the case. Guerrilla 
ctivity is irregular warfare con- 
ucted against the forces of 
iose against whom the warfare 
being waged. The aim of ter- 
‘orism is to instil terror, and it 
volves such means as the indis- 
minate bombing of cinemas 
nd railway stations, and the ma- 
hine-gunning of unsuspecting 
ivilians in airports and Olympic 
tadiums. Guerrillas may be free- 
lom fighters, and vice versa, but 
'Trorists are never anything but 
rrorists. 

“is arguable that there are 
other options to people denied 
e ballot; for example, the with- 
iolding of labour and/or taxes, 
boycotts and massive public pro- 
est. But where the conditions 
_do not exist for such measures to 
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against those who deny them the 
ballot. 

Were the RA to restrict its acts 
of violence to the British forces 
they might qualify for the defini- 
tion of guerrillas. When they re- 
sort to bombing hotels and pub- 
lic houses and to individual 
murder they are terrorists—as 
are those on the other side of the 
religious divide who do likewise. 
Paphos, 
Cyprus 


R.W. Doy 


Sir—Your article is a good ex- 
ample of selective morality—of 
turning round facts to make 
them fit predetermined views. 
Why are the IRA's ideas less 
forceful than the pLo’s? Because 
the one concerns Britain while 
the other concerns Israel? In 
fact, there are striking similar- 
ities: both groups use terror in- 
discriminately. Neither Irish 
Catholics nor Palestinians lack a 
country of their own (unlike the 
Kurds, for instance). Irish Cath- 
olics constitute a minority in Ul- 
ster, and Palestinians a minority 
in Israel and the West Bank. 
Both have countries across their 
borders in which they are the 
majority: the Republic of Ireland 
and Jordan respectively. 

There is, however, one big dif- 
ference: whereas the IRA does not 
deny Britain’s right to exist, the 
PLO, in its "Palestinian cove- 
nant" —which it refuses to abol- 
ish— still denies Israel's right to 
exist. 





be effective and the ballot is in- Jerusalem, ZALMAN SHOVAL 
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Mr Yorty replies 


Si— Your September 23rd issue ' 


contained an untrue report 
about my terms as mayor of Los 
Angeles. Your story said "his ad- 
ministration was rife with scan- 
dal". This is absolutely false. 
Furthermore, I never refused to 
account for any monies. 

1 was defeated for mayor by 
the Los Angeles Times, a practi- 
cally unanimous black vote and 
some wealthy anti-anti-commu- 
nist extreme liberals. 1 was de- 
feated for the Democratic nomi- 
nation for president in 1972 
advocating we fight to win the 
Vietnam war. | withdrew in fa- 
vour of Hubert Humphrey in the 





hope of stopping George 

McOovern. 

Studio City, 

California SAM YORTY 
oe oe | 

Hungary 


Sim—You ask what is the Hun- 
garian word for cohabitation 
(October 14th). It is együttélés or 
együttlakás. 

Együttlakás, however, may not 
be the solution to the political 
problems of Hungary, for there 
is a saying that if two Hungarians 
get together they will come up 
with three divergent opinions on 
any political issue. The new free- 
dom may present a temptation 
to Hungarians to form countless 
small parties, totally fragmenting 
the country’s political life. Ac- 
cording to one Hungarian so- 
ciologist, a few months ago there 
were already more than 60 mod- 
els recommended to replace the 
defunct Communist system. 

Let us pray that neither the 
temptations of divisiveness nor 
those of a new centralism will 
threaten Hungary's deserved 
new freedom, as Hungarians dis- 
cover that in building a working 
democracy the willingness to 
compromise and to work with 
people one does not agree with 
are just as important as the lib- 
erty to voice one’s own opinion. 
El Cerrito, 
California ZOLTAN NEMETH 
s 





Virgin's territorial rights 


Str—As one of the small inves- 
tors in Richard Branson’s com- 
pany when it was floated in 
1986, I found objectionable your 


praise of Mr Branson for buying: 
back his shares on the cheap two 


years later (October 7th). 


Е ци 
the initial flotation; I bought 
more later at a higher price. Yet 
when he decided to buy them 
back, I not only had no choice in 
the matter, but also had to ac- 
cept the price offered. By buying 
the first set of shares І effectively 
subsidised his borrowing, receiv- 
ing a small dividend and getting 
back my capital. As for the sec- 
ond set, because they were sub- 
ject to a "compulsory purchase. 
order", | got less back than I 
paid for them, and could do 
nothing about it. 

It could be argued that I just 
had my fingers burnt or that this 
is the way of the market; but for 
such behaviour to be upheld by 
you is deplorable. 

Dover LORRAINE SENCICLE 









Mayan signatures 


Sir—Your article about David 
Stuart’s work: on signatures in 
classic Maya art (October 7th) 
was excellent, but your conclu- 
sion, “After one brief appear- 
ance . . . anonymity prevails 
again,” is inaccurate. 

Mr Stuart and. 1 once dis- 
cussed this point, when I had 
found that modern Maya textiles 
are also signed with a distinctive 
pattern that names the weaver. 
He agreed this made sense, and 
pointed out that “u ts'ib"" means 
not only "his painting” but also 
"her embroidery". The Maya, 
like the Aztecs, consider writing 
and weaving patterns to be 
equivalents. The Maya no longer 
write with hieroglyphs, but they 
continue to create works of 
and they sign their work. 
Killingworth, 

Connecticut WALTER Morris 
ада — I 


















Special Reports Nos 1077 and 2012 


INDONESIA to 1993 


WiLL MOMENTUM BE REGAINED? 
BREAKTHROUGH IN THE BALANCE 


Will Indonesia take off in the 1990s? 
This two-volume Report looks at the 
country's domestic structural 
constraints and external environment, 
either of which could frustrate its 
development ambitions. A heavy debt 
service burden, coupled with 
obstruction by vested interests, means 
economic prospects are finely balanced. 
Volume Ii examines the latest five year 
plan targets and assesses whether they 
can be achieved. e 

Price including postage: UK & Europe £190; 
North America US$395; Rest of World £193. 
The Economist Intelligence Unit 
Marketing Dept {ЕНМ 215 Park Avenue South 
40 Duke Street New York, NY TODOS 


[ london WHA IDW, UK — USA 
Tet 01493 6711 Tet: (212) 460 0600 
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LONDON/FRANKFURT from £40,000 + BENEFIT 
VICE PRESIDENTS—HOTEL & LEISURE DIVI 


For International Bank's Dynamic Specialist Finance Team 


Challenging opportunities have arisen for two people with a high level of relevant knowledg 
experience to join the Bank's uniquely expert leisure team, handling project and corporate finar 
involving creative debt and equity solutions for acquisitions, disposals and development, with 
emphasis on meeting the growth demands of the sector. a 


For London—you should have a business background in varied aspects of the leisui 
entertainment, theme parks, attractions, casino or leisure-orientated operatio 
particular strength in the international hotel sector is desirable, and fluent German. 


_ Numeracy, literacy and personal presence will be essential qualities for the successful individ 
` will work with a skilled team of professionals with appropriate financial and banking tect 


The Bank has a well-earned reputation as an international market leader in this exciting sector, 
offers substantial incentives for performance in expanding its exposure through successful tr 


























Contact, in confidence, | 
Howard Field FCA, FHCIMA, FM Recruitment 
with your career history, relevant 6 Conduit Street 
achievements, and current London W1R 9TG 
remuneration by mail or fax RECRUITMENT Fax: 01-499 2344 


The Financial Management Specialists for the International Hotel and Leisure Industry 














Senior Economic Adviser 


As one of two Senior Economic Advisers you will head a Division in the Industry Department for. 
Scotland which is located partly in Edinburgh and partly in Glasgow. You will be responsible for providing - 
briefing and assessment of the Scottich economy, for economic statistics and for advice to the Secretaty of 
State on a wide range of issues including industrial and manpower issues, regional policy and EEC matters. 

You must have a degree with first or second class honours, or a post-graduate degree in economics. You 
should also have at least five years' professional experience at senior level in the public or private sectors or 
in higher education. 

This post is for an initial period of three years but can be made permanent. Secondment from an existing 
employer will be favourably considered. 

Starting salary will be within the scale £30,000-£33,990 with further increments, depending. on 
performance, up to a maximum of £39,745. 

Relocation expenses up to £5,000 may be payable. 

Non-contributory pension scheme. 

For further details and an application form (to be returned by 24 November 1989) write to Civil Service 
Commission, Alencon Link, Basingstoke, Hants RG21 1JB, or telephone Basingstoke (0256) 468551 
(answering service operates outside office hours). Please quote ref: G/8196. 


The Civil Service is an equal opportunity employer 





























Inheriting someone else's tax policy 
~ does not necessarily do much for your 
own career, since it's the original policy 
. makers who generally get the credit. 
« Well, that won't happen here because 
7 Tl, a dynamic global specialised 
engineering group, is looking for an 
original thinker with the capacity to be 
apolicy maker. The question we'd like to 
askis — do you have the potential 
ultimately to develop, co-ordinate and 
manage tax strategy throughout our 
. international network (with only North 
America and the UK falling outside of 
yourremit)? _ 

Reporting to the Director of Tax and 
liaising with key directors worldwide, 
the role carries an extremely high 
profile within the Group. Naturally, such 
Status carries with it an equally high 
degree of accountability. This is why 
you must, at the very least, have the 
real potential to develop commercial 
acumen as well as the technical expertise 





INTERNATIONAL TAX 


Ready to develop your International Tax potential? 


Salary/bonus combined )£50K. Oxford Area 


to come up with innovations that really 
work, plus the communication skills to 
convince others. You will need to 
rapidly develop the sense of strategic 
vision and commercial awareness 
necessary to create policy and follow 
the results through. Also, you must have 
the capacity to react effectively to 
specific technical issues whilst keeping 
sight of strategic projects, 

If you can demonstrate your ability 
to successfully master these skills and to 
produce the required results, then this 
role could be the perfect stepping 
stone to a senior financial position 
within the Group. 

Probably aged 30 plus with a 
professional/commercial background, 
the rewards are an excellent salary, 
substantial bonus, executive car, 
relocation and education assistance 
plus other assistance where necessary 
in the case of candidates presently 
based overseas. 








Frankly though, the package ought 
to bea secondary issue because there 
is probably no better way for.you as 
a tax professional to enhance your | 
commercial knowledge and gain wider 
exposure outside the boundaries of 
your discipline. TI has the opportunity — 
do you have the flair, potential and 
ambition? 

Either call or write, enclosing a 
detailed CV, to our adviser, Hamish 
Davidson quoting reference H/0017/E. 
Executive Selection Division 
Price Waterhouse 
Management Consultants 
No 1 London Bridge 
London 5Е1 9QL | 
Telephone 01-334 5833 
Fax 01-403 5265 





V 


` THE ECONOMIST NOVEMBER 7139897. 











EXECUTIVE FOCUS 


С. фами ES DARARPRARAREA SEED AEAELIDIDBEDSRSSREADSANARDLEARP АЙЛАРДА АЛАА АРААЙ КАЛАА УНАЛА КАКА ӨНЫК ERED d 


H 










KEEP YOUR ТОР. 
PEOPLE 


KEEP THEM ON - 
TOP FORM 


Both these challenges are vital to your business. . 
GHN can help you meet them by creating a personal — 
development programme tailored to suit each individual 
executive. ; 

Each programme is one-to-one, confidential and — 
highly cost-effective. Why not consider it for your top 
people now? Call 01-493 5239 to arrange CU 
an exploratory discussion. 


MARKETING COMMUNICATIONS JAPAN 
Regional Director. Japan for the INSEAD business school 








INSEAD, the leading international business school 
А located just south of Paris, is seeking а senior person to 
assist in promoting the activities of the school to 
Japanese business communities at-a high level. 
To fully understand the international character of 
INSEAD, and also. to maintain contact with Japanese 
businesses in Europe, the person will need to reside in 
France. However, frequent travel to Japan will be 
д ^ essential. 
| f Candidates must have sufficient fluency in the Japanese 
i language and culture to establish and. maintain contact 
with Japanese executives. The predominant language at 
INSEAD is English. 
Applicants should send a complete С.У. stating current 
salary level, together with a covering letter to: Professor 
Gabriel Hawawini, Associate Dean, INSEAD, Boulevard 
de Constance, 77309 Fontainebleau, France. 
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16 Hanover Square 
London WIR 9А]. 
01-493 5239 






Chemonics International, a growing consulting firm with operations in over fifteen countries, has openings in its 
Washington, DC headquarters and on projects in India and Nepal. Send CV immediately to address below. : 


Т. IRRIGATION EDUCATION SPECIALIST—INDIA: One long-term position (two years) based in 

.. Delhi to join а team working with various Indian universities to develop improved irrigation curricula. 

- Requirements: PhD іп Ag Engineering or Irrigation; curriculum development experience as a university faculty 
"member; India experience. 


2. FORESTRY ECONOMISTS—NEPAL: Two long-term positions (up to five years) based in Kathmandu 
for AID-funded forestry policy and planning project. Requirements: PhD in Forestry Economics or related field; 
10-15 years' experience in developing countries, preferably in South Asia; experience in policy planning and 
programming in forestry; familiarity with ministry-level, central government functions and field operations. 


3. PROJECT SUPERVISOR Asia Region—based in Washington: One core staff position to 
manage on-going projects and to develop new. contracts with AID, World Bank, and other clients. Requirements: 
"М in management, business or technical field (eg, economics, natural resources, etc); 10 years’ professional 
overseas experience, in two or more Asian countries; familiarity with AID and/or World Bank technical assistance. 
contracting; strong management, writing, and communication skills; US citizen or current holder of green card/ 
visa which permits work in the US. 


4. SENIOR TECHNICAL SPECIALISTS Asia and Near East Regions—based in Washington: 
Two core staff positions open for specialists to conduct short-term missions in developing countries. Tect nita | 
areas: agricultural economics, forestry, watershed/natural resources mgt, agribusiness, trade/finance, and | 
privatisation. Requirements: PhD preferred; 15 years' international experience; strong analytical, conceptual and 
writing skills; US citizen or current holder of green card or visa which permits work in the US. 


Respond in writing by 30 November to: 





Chemonics International 
Asia/Near East, 2000 M Street, NW, Suite 200, Washington, DC 20036 


Fax: 202-331-8202. Telex: 440361 CHNC UI 





ECONOMIST NOVEMBER 11-1989 | 9 





SXECUTIVE FOCUS _ 








The Bureau Européen des Unions de Consommateurs (BEUC) wishes to 


DIRECTOR 


BEUC is the Brussels-based organisation which represents in the Euro- 
pean Community the collective interest of consumers in the 12 Member 
© States. BEUC's members include all the leading independent consumer 
+ organisations in the Member States. 









The Directors main task is to ensure that the consumer interest is 
properly taken account of in the decision-making processes of the 
European Community. To this end, the Director's responsibilities include: 













— the management and operations of the Brussels office of BEUC 
(currently ten permanent staff); 

— expanding the activities of BEUC on a sound financial basis; 

— the preparation and servicing of BEUC Council and Executive 
Committee meetings and the regular flow of information and 
intelligence to and from members; 

— advising the Council and Executive Committee on policy issues and 
the representation of them to the institutions of the Community; 

— the systematic monitoring of Community draft directives and other 
communications; 

~~ press, television and radio contacts, briefings, conferences and 
appearances. 






















1. 







SENIOR SCIENTIST-ADMINISTRATOR 


The International Foundation, sponsorad by the Bank of Credit and Commerce 
СЕ ‚ for the promotion of New.and Emerging Sciences and Technologies 
NEST) is, for the time being, engaged in planning and implementation of. 
Certain selected projects in the Agricultural (Biotechnology) and Energy 
particularly Solar Photovoltaic Technology) sectors. of the Economies of 
akistan in Asia (extending to Bangladesh) and Zambia in Africa (extending to 
Zimbabwe) under the overall charge and executive responsibility of the 
Secretary General who is a senior (72 years of age) internationally known 


Scientist-Administrator, operating from London/Karachi. 


To help the Secretary General in the running and management of the London 
office of the Foundation, as his Assistant, the services of a British national are 
required under a contract for а mutually agreed period, having the following 
qualifications: 

i) Age 35-45 (relaxable in special cases of merit). | 
ii) pero A good Science degree from a reputable British or foreign 

niversity. 
iii) Experience: At least five years experience in administration and manage- 
ment in an industrial, commercial/financial establishment. 
























iv) Gross Salary: About £25,000 per year, depending on qualifications and 
experience. 

v) Personality: The candidate should have a good personality and articulation 
with a sense of dedication to work with a missionary zeal and spirit for the 
socio-economic development of Third World countries. 

interested candidates should apply not later than 10 November 1989 with their CVs 
and references by Registered Post, marking the envelopes PN156/89 at the address 
given below: 

Secretary General 

BCC! International Foundation for the Promotion of New and Emerging Sciences 
and Technologies Loren 

31 Bury Street, London EC3A 3AD 


An information kit is available from Magda Van Gompel, BEUC, 29 rue 
Royale, B-1000 Brussels. 














Salary and other conditions negotiable. Knowledge of the institutions and 
of two principal languages of the Community essential. Understanding of 
the consumer interest desirable. 




















Applications in writing to the President of BEUC, Koos Anderson, 
.Consumentenbond, 26 Leeghwaterplein, 2521 CV The Hague, The 
Netherlands, preferably by the end of November. Mark envelope ‘BEUC 
; Director’. 
























Economists /Analysts 


£15 - £45,000 per annum 
plus car at higher levels 


One of the foremost firms of Chartered Accountants and Key attributes of the successful candidates will be: 
Business Advisers in the world, Ernst & Young is * agood degree in economics or a related subject. 


focusing sharply on the challenges and opportunities — ® asoundtechnical knowledge of one or more of the 
presented by the changing nature of economies and their relevant areas. 


associated institutions. А 9 above average communication skills at all levels. 
Presently we wish to engage a number of economists/ ө the desire and dri | dini biti d 
analysts at differing stages of their career to assist a major the desire and drive to succeed In an ambitious an 
dynamic organisation. 


new expansion of our advisory services in support of: : f 
€ the utilities and transportation (including regulatory Rewards will fully match performance whilst for the 
really able, prospects in the firm will be first class. 


matters). 
e кшк ceil privatisation initiatives. Applications with full curriculum vitae should be 
* local and regional economic development both in the forwarded to Barry Compton, National Recruitment 
United Kingdom and throughout Europe. Manager, whilst enquiries may be directed to David Rees 
or Robert Miall of the department concerned at 


® companies undertaking location decisions. 
® enterprises applying for government grants and other Becket House, 1 Lambeth Palace Road, London SE17EU. 
Tel: 01-928 2000. i 


Ernst & Young 








London/UK Regions 
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SCIENCE SCOPE 


possib Wa anew solid state broadband transmitter, devel 
wer ae in its s frequency таре of 13 Gigahe 






















, on frensnilttéd, the new equipment permits more e receiving points than sin 
„to cable TV and other kinds of microwave signals, the new technology can 
: ground terminal appligations. 


targeting e iem built byt 
em with day and night firing Capability, includes a stabilized gimbal! ha 
ccessfully engage a moving target. It also includes the laser rangefinder and the al imaging system 
currently in use іп the U.S. Armys M1A1 Abrams tank. In tests conducted by je 
the accuracy rate of the equipment was greater than 95 percent, despite both ta 
.the move. The systems are being produced by Hughes under contract with Hyu 
шу Co., Ltd. | | 









Hughes with 14 hits in 17 launches. The weapon uses a fiber-optic data link to tra 
formation between the missile and launcher, allowing the Operator to remain 
what the missile's focal plane array seeker “sees.” The gunner does not need a 
the target before or during the launch, and may select a target, or update the a 1 
et, after firing. The mm operation gives the weapon the capability o 





IMPIS, a potius answer questions. which fully define baie operations st 
omponent or wire. I then selects correct descriptions of the opera 
with the labor standard value from a set of application rules. In addition to a finish annin 
document, IMPIS also generates time standards and baseline data for statistic rocess боштой. 
| Futur enhancements will generate inspection instructions. | | 







Ап advanced satellite network: willi increase the S eed of financial transactions for a nationwide 


iones and Co, will employ Personal Earth Stations, two- -way Very Small Aperture Terminal (VSAT) 
. products that permit communications between a central hub and an almost unlimited number o o 
| terminals. The system will not only move all data via satellite, it will also allow the firm to tra 
~~ television programming to each of its offices. The video capability will be used for product aag 
program introductions, training, and in direct sales applications. 


„. For more information write to: P.O. Box 45068, Los Angeles, CA 90045-0068 USA 
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To most communications systems compar 
To us they're aThai, an Indone 


And how does Alcatel perceive such glaring 
differences? Simple. Wherever a customer, or 
potential customer is based, there are local Alcatel 
experts living and working in the same country. 

They are there to make sure that our com- 
munications systems have the flexibility to match 
the customers specific requirements. And this 


12 


applies to Public Network Systems, Transmission, 
Business Systems, Cables, Network Engineering 
and Installation. 

Of course, this sort of customer commitment 
and support requires manpower. That's why 
125,000 Alcatel professionals work closely 
together with local customers in 110 countries, 





s, these gentlemen are South East Asians. 
1n, a Malay and a Vietnamese. 


building a relationship of trust and co-operation. 
It's only with such a close partnership that truly v 


flexible solutions to suit individual market require- 
ments can be developed. ALCATEL 
Which* is better for worldwide communi- 


cations systems and better for customers like the 
gentlemen above. 


Alcatel n.v., World Trade Centre 


Strawinskylaan 341, NL 1077 XX Amsterdam The Netherlands 









| TOKYO 21.47 








NEW YORK 07.47 






Hello Tokyo? 
London and 
New York on the line! 


' ... Geneva here! 


The BREITLING WORLD shows you the time in four time zones 
simultaneously (and also serves as a solar compass]! 







Four independent quartz movements in the same watch case 
(three «24 hours» and one «12 hours» with calendar). 

Swivelling case provides easy access to the four crowns for 
correlating the time settings. Water resistance to 30 metres Pie feet). 
End of battery life indicator. Available in 18 kt. gold or steel/gold. 





1, JAPAN tel. 4550111, HOP 


jh BREITLIN WITZERLA 





G KONG tel. 3739 1281, SINGAPORE tel. 2599288 
DF Box 1132 2540 GRENCHEN tel. 65527712 | 
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Remixing Europe 












































tries, Poland and Hungary, have already re- 





: TS is how post-Hitler Europe ends: with 
ıJ both a bang and a whimper. The whimper 
comes from Eastern Europe's routed commu- 
nists. Glum Hungarian apparatchiks clutch- 
ing boxes of mementoes abandon their old 
| party headquarters; Poland's communists get 
< ready to follow Hungary's into oblivion; East 
C7many's Mr Egon Krenz throws crumbs to 
^]. countrymen, thus encouraging their de- 
_ mand for the whole democratic loaf. In Russia 
“Mr Mikhail Gorbachev must be close to de- 
spair about the chances of perestroika, his 
own attempt at the half-loaf solution. 
For the bang, turn your ears back westwards. Ever since 
1945 the western half of Europe has been able to base its 
. plans for its future on three comfortable assumptions, at least 
' two of which could be about to blow up. 
|, Europe, though Europeans did not always appreciate it, 
"has been a haven of order these past 44 years. In Asia the 
` clash between communism and pluralism was fought out with 
„guns; not words, in Korea and Indochina. In Latin America 
half-baked Marxists have wrestled with cynical populists and 
< concrete-browed generals. The hunger and violence have 
_ grown worse in Africa. Only in Europe has the armed truce of 
-1945 brought the blessing of stability. 
_ For East Europeans the price of that stability has been 
high: a lifetime wasted under a government you loathed. For 
. West Europeans the stability has been marvellous. They 
» Id get rich, and start to build a new unity, within a clearly 
defined zone which ended (the oddity of Greece apart) at the 
river Elbe and the Bohemian forest. They could reckon that 
_ “the German problem", the detonator of 1870 and 1914 and 
1939, was solved. And they could count on America as the 
ultimate guarantor of their peace. 








^ When the Elbe is just a river 
` This is why the right reaction to what is happening east of the 
“Elbe and the Bohmerwald is a mixture of delight and sudden 
caution. It is a delight that the enforcers of dictatorship are in 
.. retreat over much of Eastern Europe. The geopoliticians can 
-. enjoy shifting flags eastward on the map; ordinary people can 
.. be happy that Poles and Hungarians, and soon probably East 
-Germans and Czechoslovaks, at last have a chance to rebuild 
their lives in freedom. The caution is about what all this does 
‘to those foundations of post-1945 Europe. : 
«>; For the unity-builders of the European Community, the 
impending disappearance of the old east-west dividing line 
almost certainly draws a different sort of line, limiting the 
t of unity they can achieve. Two East European coun- 
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nounced communism in favour of multi-part 
democracy and free-market economics. Tw 
more, East Germany and Czechoslovakia, wi 
probably soon do the same; Yugoslavia is 
possible fifth. All these countries want the 
to open its arms to them, and the Commur 
should want to say yes. These countries" 
omies are not yet ready for full Commu 
membership, so they may first have to patus 
at a halfway-house. But they cannot be denie 
full membership for ever. Shapers of Europe 
future constitution, note what this means. 

The Community can and should complete the organi 

of its post-1992 single market, including the necessary me 
nism for keeping exchange rates steady: the extra wealth 

single market offers is one reason East Europeans are so ke 
to turn westwards. The European Parliament can be st 
ened a bit, to check the Brussels commission. But the for 
policy of the Community can develop only to the extent 
it keeps the door open to would-be new members-—wi 
means leaving out defence, and many other big subjects. 1 
is because up to half a dozen of the members of an expand 
Community, not just solitary Ireland, will want to be пеј 
between Russia and the West. Any idea of a common mill 
policy would be folly, unless the Community actually wan 
ram a fist under Russia's nose. 

This fits ill with the idea of a fully federal Europe. Fran 
and Italy like that idea because they believe a tightly organis 
Community would stop Germany pursuing its own int 
They have probably got that the wrong way round: the tigh: 
the links, the likelier they are to be pulled along behind G 
many. But the argument is now academic. A federal Euro 
might have been imaginable in 1988. After 1989, the likel 
prospect is of a Europe of still-distinct nations which want 
live together under a discipline of blurred sovereignty, ! 
better to achieve economic openness. 

This is where the second foundation of post-1945 Euroj 
starts to wobble. The way things are going, by the early 19 
one of those still-distinct nations could be a reunited 
many. It would have nearly 80m people, and a GDP alm 
big as Britain’s and France’s combined, plus the biggest at 
in Europe outside Russia. This will make most other Ё 
ans gulp, even if that greater Germany stays both non-nucles 
and inside all the institutions of the West. If Germany lea 
NATO in order to win reunion—and this may now be all 
Gorbachev can hope to rescue from Russia’s East Europea: 
disaster—it will be impossible to pretend that nothing hi 

changed. A neutralised Germany would not be a ili 
























sed one. The power-map would have been dramatically re- 


. drawn. 

` Of course, if a majority of both East and West Germans 
say they want reunion, it is nobody else's business to say they 
cannot have it. It is also wrong to exaggerate the likely conse- 
_ quences. A reunited Germany would not produce another 
Bismarck, because Europe's nationalisms have been tem- 
pered by what Europe has done to itself in the past 120 years; 
` still less would it produce another Hitler. But it would pro- 
duce a revised version of a previously destructive balance-of- 
power system, and this will give other Europeans pause. So 
will the matter of size. One big Germany could out-argue and 
out-manoeuvre the mere Britains and Frances and ltalys on 
any issue where its interests differed from theirs. 


Where America fits in, vitally 

` A single Germany is not inevitable. It may turn out that most 
| peoplei in a decommunised East Germany would like to keep a 
Separate flavour of their own, as Austria and German-speak- 
ing Switzerland do. Many people in West Germany, on both 
_ left and right, certainly see the risks in reunification. For 
` other Europeans to say to Germany, “Thou shalt not!” is im- 
ssible, and gives more votes to the reunifiers. "How 
uch better if you didn’t” might still work. 

.. To help it work, one voice in this murmured chorus must 
be the voice of a continuing America-in-Europe. A visible 
American presence in Europe has been the third great as- 
sumption of the past 40 years, arguably the most important of 
them all, and the one it is essential to keep alive. 
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One sort of American presence will certainly continue, 
regardless of what the politicians decide. For most Europeans 
America is still the richest source of tunes to fit into your 
Walkman, of novel ideas about running your business, of 
bright ways to make daily life a bit more fun. At that level 
America and Europe are now inextricably entangled. The 
American economic presence in Europe is also strong, and 
will survive the challenge of the post-1992 single market. 

The part of the American presence that is in danger of 
disappearing, and must not disappear until and unless Eu- 
rope establishes a rock-solid new stability for itself, is a suffi- 
cient number of Americans in uniform. The Americans are as 
delighted as everybody else that Mr Gorbachev may soon be 
ready to sign a disarmament deal that will cut all the armies in 
Europe. But some of them are tempted by the current chaos 
in the Warsaw pact—and by the nagging of West German 
neo-pacifists—to take all the boys home. 

That would be a disaster. A continuing American armed 
presence (maybe half the size of today's) is needed lest: + 
furious Russian general overthrows Mr Gorbachev, anc _ > 
West's defences have to be built up all over again; but not just 
for that. The American presence is also a great force for 
steadiness at a time when Europeans are filled with a curious 
mixture of exhilaration and unease about their future. 

Years like 1989 do not happen often, and when they do 
history usually discovers they were not as simple as they 
seemed at the time. Give three cheers that the smear of com- 
munism is being wiped away from much of Europe. Then 
make sure the repainting job is done in a way that lasts. 





Black on white 


wo firsts for black Americans: their first elected state governor; their 


first mayor of New York 


GINIANS and New Yorkers can feel moderately 
pleased with themselves. In electing Mr Douglas Wilder 
(probably) and Mr David Dinkins (certainly), two courtly 
grey-haired look-alikes, they have managed to clear a couple 
ОЁ racial hurdles. New York's Jews, or about one-third of 
_ them, rose above the steamy distaste that America’s Jews and 
blacks feel for one another. And some of Virginia’s white 
Democrats, barely enough it seems, moved on from the racist 
history of their state. Or did they? 

It is astonishing that it should be the Old Dominion, the 
state that closed its schools rather than integrate them, that is 
about to be first in all the United States to elect a black gover- 
nor. Or it would be astonishing, except that, whatever the 
final result of a desperately close race that may be recounted, 

. Virginia is no longer what it was. Its tobacco-growing, court- 
house days are a memory; unreconstructed rednecks have 
been swept into defensive pockets by the newcomers swim- 
. ming across the Potomac. And Mr Wilder is less a black politi- 
` cian than a politician who happens to be black. 

This does not make the colour of his skin irrelevant— 
unmentionable as it was during most of the campaign, it was 

at the front of every voter's mind—but it rendered him an 





easier person for whites (more than 80% of the state's уо”е==\ 
to support. Most of America's better-known black politic 
were bloodied in the battle for civil rights, a training-ground 
in racial intolerance. Mr Wilder, though he was born in segre- 
gated Richmond, the grandson of freed slaves, is no demon- 
strator. He clambered his studious way through local politics 
to win statewide office as lieutenant-governor four years ago; 
he is a familiar Democrat in the reliable, dullish mould of the 
man he looks like succeeding as governor. 


Talking softly 
Some white voters, particularly women, could feel that they 
were not bothered about race but preferred Mr Wilder over 
his white Republican rival because of his pro-choice line on 
abortion. Seven years ago in California, Mr Tom Bradley, the 
mayor of Los Angeles, nearly broke the taboo on a black gov- 
ernor; he failed partly because he, unlike Mr Wilder, was on 
the losing side of an absorbing social issue (gun-cdintrol). But, 
like Mr Wilder, Mr Bradley campaigned as an insider, grey 
rather than black, unthreatening to whites. 

This week's winners will add some lustre to the blacks' 
political record. It needs it. Blacks account for 1196 of the 












- country's voting-age population but only 142% of elected of- 
 fice-holders—and most of them operate out of ghettos: blacks 
` vote for blacks in black wards. Crossover victories are rare. 
: There are no black senators. Of the 23 black congressmen, all 
but two won in districts with either black or black-Hispanic 
majorities. In national politics, Mr Jesse Jackson won 15% of 
the white vote in the 1988 Democratic primaries. But a dis- 

proportionate amount of this support was gathered in states 
where blacks are few and far between: where whites do not 
sense, or fear, competition. 





America's racial barriers are not about to tumble. Th 
tentative commonsense shown by Virginia, a state experienc 
ing a mid-life change, does not herald a great lessening of old: 
style southern (or northern) prejudice. But the frequency o 
the exceptions to the rule is growing: Mr Andrew Young 
who blends an immaculate civil-rights past with a gold« 
establishment present, is expected to have a shot next year 
Georgia’s governorship. There will be others. Mr Wilde 
shown that a shrewd coalition-builder, speaking softly, c 
step out of the ghetto. 




















Puffery in the Pacific 


An economic block may well emerge around the Pacific, but it will not 


be built by politicians 


+ MERICA'S secretary of state, Mr James Baker, called it 
LA “potentially historic”, but not much of the potential was 
realised. At their meeting in Canberra, trade and foreign min- 
isters from a dozen of Asia’s and the Pacific's non-communist 
countries took only a small step towards creating the much- 
hyped Pacific-rim block. Thank goodness: if any block is in 
the making, it will be the consequence of economic events 
rather than of grand political schemes. 

The politicians excluded China, Hongkong and Taiwan 
from the meeting, because the Association of South East 
Asian Nations (ASEAN) is scared of hegemony from China— 
and of annoying it. Still, the Canberra dozen agreed to meet 

_again, in Singapore, as the "Asia-Pacific Economic Co-opera- 
tion Council". They say they will seek a common voice at the 
GATT. Encouragingly, it would be a freer-trading voice. But 

: whatever the words, the sound will be а feeble one so long as 
it is inspired by dreamy politics rather than realistic econom- 

ics. That has long been the fate of the moribund ASEAN, 

. Which is why it would be a boon if this new talking shop 

* "ped to bury that old one. Let the flag follow trade and 

aething more than talk will emerge. 


Japan is Asia's West Germany 
For years it has been right to sneer at talk of a Pacific block. 
Stretching from rich Japan to poor China to rural New Zea- 
Тапа and across to the west coast of America, the Pacific is а 
© disparate region divided by history, religion, language, cul- 
ture, government and levels of wealth and development. It 
-.has been united only by growing opportunities to make 
` money. During the 1970s and 1980s that mainly meant selling 
things in the United States. Now, especially since the yen be- 
gan to rise against the dollar in early 1985, it also means sell- 
ing things to each other. 

The region is being reshaped by aid, trade, private capital, 
technology and tourism. Much, but not all of it, is Japanese. 
The value of trade across the Pacific exceeded trans-Atlantic 

trade in the early 1980s. Many people expect trade among 
` countries on the Asian side of the Pacific rim to surpass trans- 
` Pacific trade in the early 1990s. Flows of intra-regional invest- 
` ment are starting to show a similar pattern. This is fulfilling 
` the first of three steps for the evolution of a regional block: 
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that the region becomes economically cohesive. | 

The other two steps require the emergence of (1) a willin 
leader and (2) among the others, a willingness to be led. Japa: 
is the likeliest leader. But surely everybody in Asia hates th 
Japanese, and the Japanese are anyway famously reluctant t 
put their heads above the parapet? Both are true, but bot 
fading truths.The reason is that the development of in 
gional trade is giving Asian countries a growing inte 
following a Japanese lead: not in doing what the Japanese 
but in following what they do. The key is the way Japar 
become a big market for Asian manufacturers. Helped b 
liberalisation of Japan's financial markets, this is also g 
the yen a bigger role in international trade and capital 
kets and in countries’ foreign reserves. 

Such changes are making Japan the region's benchr 
Several Asian countries—notably Thailand, South Ke 
and Taiwan—have already edged towards managing the va 
of their own currencies against the yen. If their exchang 
management is to be non-inflationary, a likely next s 
greater harmonisation of monetary policies. As that develo 
Japan will begin to play the sort of role in Asia that We 
Germany already does in Western Europe. The result is t 
unlike the European Community, which began life as a ‹ 
toms union that would eventually move on to monetary 1 
ters, Asia could begin the other way round. To start with | 
trade, which seems at first sight the obvious way, is actual 
fraught with political and protectionist pitfalls. Currenc 
alignment may well be simpler. 

That is likely to happen most strongly in the big sub-re- 
gion that includes Japan, four newly industrialising cow 
(South Korea, Taiwan, Singapore and Hongkong) and : 
ASEAN members (Thailand and Malaysia). That is the a 
over which Japanese influence, through aid, trade and inv 
ment, is most concentrated. The relationship of those s 
to the rest of the Pacific region could then resemble tha 
the EC with greater Europe and Scandinavia. Both will rem 
too diverse to be united by anything more than a desi 
grow richer. Both will develop regions within their region 
But both are being pulled together, at different speeds in 
ferent places, by economic forces. 
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Г IS 29 years since the Brazilians elected a president with- 
out their army peeking into the polling-booths. They made 
а bad choice then, and their politicians are inviting them to 
таке a worse one on November 15th. The men who led the 
opinion polls into the final week of the campaign were treat- 
ing it as a giant game-show. Top prize: the chance to pillage 
the world's tenth-biggest economy. 

Since more than half of all adult Brazilians did not finish 
their primary schooling, they do not read newspapers much. 
But three-quarters of households have television sets. The 
backing of the largest Tv network kept a handsome small-time 
. Provincial governor, Mr Fernando Collor de Mello, at the top 
of the opinion polls until, two weeks before the vote, he was 
pushed into second place. The new would-be candidate (the 
courts may decide he is ineligible to run), Mr Silvio Santos, 
ontrols the second-largest network, and is its star enter- 

iner. Mr Santos seemed to be under the wing of the outgo- 
ng president, Mr Jose Sarney, during whose term of office 
90% of Brazilian graduates came to think all politicians are 
orrupt. They are certainly incompetent. 

The government does not collect taxes. As its revenue 
windles its spending grows, mostly to pay idle swarms of civil 
'TVants. State enterprises, whose output accounts for more 
han half of official GNP, rack up huge losses. Big private com- 
anies thrive on fiddles, subsidies and tax-breaks. Monstrous 
dget deficits have created a monster public debt. Brazil has 
he world’s third-largest trade surplus, but refuses to service 
s foreign debt of $116 billion. 

_ The state owes as much again to its own citizens, who lend 
to it at interest rates guaranteed to beat inflation. The guaran- 
e is needed: in October the currency's value shrank by 3896. 
westment has dried up. The industrious poor get poorer ev- 
day: Brazil's income distribution is as unequal as that of 
e poorest African countries. 
_ Brazilians, who include some of the world’s smartest engi- 
eers and number-crunchers, have matchless talents for art 
fun and football. There are 140m of them, divided be- 
een one computer-literate Italy and about 20 dirt-poor Hai- 


_ It's the only thing likely to get awful government off Brazilian backs 
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tis. They have wonderful farms and priceless mines, as well as 
the rain-forests they are determined to “civilise” whatever 
foreigners may say. Yet crime and drugs make their great cit- 
ies as deadly as North America’s worst. In the north-east, 
most children are so malnourished that they could not learn 
in school, even if they had schools to go to. 

These people can make their country the success it should 
be only if their bad government gets off their backs. It should 
sack useless employees, close wasteful state firms, end the sub- 
sidies and tax-breaks that coddle inefficient private ones, and 
open the protected economy to foreign competition. Вис. 
tics is stacked against change. The left is divided, the r _ 
unradical, the army indifferent. 


The spiral into sanity 


If the Archangel Gabriel got a plurality of the votes on No- 
vember 15th, he would still have to fight a run-off election on 
December 17th, and wait until March 15th for President 
Sarney to take his leave. Only then could he start pushing 
new ministers and measures through a Congress already cam- 
paigning for re-election in November 1990. 

A surprising number of thoughtful Brazilians have lost 
patience. They look with wild surmise next door to Argen- 
tina, where inflation at 6,000% a year, food riots, the army’s 
insolence and everyone’s disillusionment led to the election 
of Mr Carlos Menem, a president who had seemed as igno- 
rant as Brazil’s worst candidate. Yet Mr Menem has started 
off exactly right, squeezing inflation, starting a privatisation 
programme that stretches beyond the dreams of any mere 
Thatcherite, and recruiting his economic ministers from 
Latin America’s biggest multinational company. 

Argentina and, earlier, Bolivia suggest a lesson for a 
Latin America: that only the shock of hyperinflation can pro- 
duce the political conditions needed for sensible economics. - 
The lesson is even truer for Brazil's happy-go-lucky oligarchs 
than for its neighbours’. An election wish for Brazilians: a 
swift takeoff into hyperinflation, to smash the power of the 
politicians who have ruled you so badly. 











‘okers face up to their own demise 


ERE they go again. Just as computers and program trad- 

A ing were widely blamed for the 1987 stockmarket crash, 
so they are in the dock over Wall Street’s 190-point fall on last 
month's "Grey Friday", October 13th. Never mind that the 
Brady commission studying the 1987 crash did not single out 


)on't shoot the computer 


ere is nothing wrong with using computers to trade stocks—except that it makes 





program trading as the cause of the 500-point plunge two 
years ago. Never mind that the recent rout was triggered not 
by trading techniques but by signs that America's takeover 
frenzy is waning, along with company profits. And never 
mind that this fuss about computers is merely a battle in a far 
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wider war: over how stocks are to be traded in the next decade 
and how the old-style financial firm is doomed. 

In an attempt to “do something" about an alleged in- 
crease in stockmarket volatility, the New York Stock Ex- 
change (NYSE) has introduced measures designed to restrain 
program trading. In its most controversial form—index arbi- 
trage—program trading is merely the use of computers to ex- 
ploit differences between prices for shares and for stock-index 
futures. But the NYSE wants to ban any type of program trad- 
ing: for 15 minutes whenever the Dow falls 30 points, for 30 
minutes when it falls 75 points, 60 minutes when it falls 90 
points and so, tediously, on. 

Yet, popular as the word has become, volatility is not the 
real issue. For a start, computerised trading does not increase 
volatility (see page 106). Like all arbitrage, program trading is 
healthy as it causes cash and futures markets to move into 
line. It exploits an inefficiency, and so brings it quickly to an 
end; it does not cause one. Nor are stockmarkets any more 
volatile than before, if that means that prices bounce up and 

m more often. What investors dislike is not volatility but 
tárge falls in the price of their shares. Surprising, that. What 
traders dislike is quite different. They hate computers, be- 
cause the machines are doing them out of a job. 


They have seen the future—and it hurts 

Supposedly, the NYSE’s measures will stop business leaving its 
market and will “restore confidence". In fact, they will do the 
opposite. Like buggy drivers who resisted the horseless car- 
riage, program trading's opponents are fighting a lost cause. 
All financial markets are being pulled towards the computer, 
because it suits the customer. 

Computers are winning because using old-style, labour- 
intensive brokers is an unnecessarily costly way to deal in 
shares, particularly in bulk. Much information is now virtu- 
ally free, which makes investors reluctant to pay high fees or 
margins to brokers. The microchip has made possible not 
only the linking of the cash and futures markets through arbi- 
trage; it has also allowed a growing number of fund managers 


vet them free 


Iran and Iraq bring disgrace upon themselves by refusing to hand over each other’s prisoners 


NYONE who has survived a war in which 1m people died 

may count himself lucky. But for 100,000 survivors of 

the Gulf war, peace has not brought an end to suffering. Four- 

teen months after the fighting stopped, Iran still holds more 

than 70,000 prisoners of war, and Iraq 30,000. It is time they 
were set free. 

The Gulf war was dirtier even than most modern wars. 
Iran sent children and old men into battle; Iraq made free 
with chemical weapons; both terrorised distant civilians with 
long-range missiles. It should therefore come as no surprise 
that these unsavoury regimes should be so ready to use each 
other's prisoners in a ruthless haggle over the terms of a final 


settlement. Not surprising, but still wrong. 





to bundle shares together for trading in baskets, whether as 
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arbitragers or as “passive” fund managers (ie, where money is 
invested to mirror an index). All these things are happening 
because costly humans are no better than cheap computers at 
investing profitably. 
Computerised cheapness is one reason why big brokers 
like Morgan Stanley or Salomon Brothers no longer have the 
incentive to shoulder risk during large swings in the market, 
as investors are no longer willing to pay them for doing so. It 
is in such firms' interest to pass even their own business to the 
computer, and to leave the NYSE's market-makers—known as. 
specialists—to worry about risk. 
It is these specialists, together with a few remaining old 
style brokers, that are campaigning against program trading. - 
Under the NYsE's system, a single under-capitalised specialist 
has a monopoly for making the price in a particular share. In. 
fair weather, the monopoly is a fiction; most of the bigger 
trades by-pass the specialist. But in stormier times more of the 
burden falls on the specialist, just when he is too weak to 
cope. These specialists have total capital between them of j i 
over $1 billion. Yet in theory they are meant to make prion n 
a market that can trade $15 billion-20 billion-worth of s 
daily. No wonder specialists either run away when sha re 
prices plunge or, more cynically, sell into the panic. 
The specialist has to change, not the computer. For if the 
NYSE continues to deny program traders swift access to the 
stockmarket, then America’s 200 largest pension funds 
(which have 30% of their assets committed to some form o 
indexation) will develop their own alternatives, such as trac 
ing directly with each other. This is why the Chicago Mercan: 
tile Exchange, always quicker to spot a trend than the NYS 
plans to launch computerised trading later this year dui " 
the 16 hours the CME is closed. : 
Ten years from now, it is not too fanciful to imagine the 
securities business comprising one vast electronic market- 
place, where institutions trade with each other via computer 
Specialists, and even stockbrokers, will become relics of the 
past. If the NYSE fails to adapt, it will join them. 


Article 118 of the Third Geneva Convention, which lran 
and Iraq have both signed, requires all prisoners to be es 
soon as fighting comes to an end. But fewer than 2,500 а he 
Gulf war’s prisoners have been freed, and all of them w 
badly wounded, ill or aged. Worse, the International Cor 
mittee of the Red Cross has been allowed to visit and registe 
(and thus offer limited protection to) only two-thirds of thi 
prisoners in detention. There is evidence that both Iraq an 
(especially) Iran have intimidated and brainwashed some ca 
tives. Both have shamelessly used prisoners for propagand: 
purposes, showing them on television demonstrating against 
their governments. Before that, thousands had been induced 
to turn their guns on their former comrades. 
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| Neither side has admitted to this catalogue of violations of 
he Geneva Convention. Both declare a wish to exchange 
heir prisoners, but both are trying to link it to progress on a 
wider peace settlement. They point to the United Nations 
resolution under which Iran and Iraq agreed to end their war. 
Its first and second clauses deal with the ceasefire and the 
withdrawal of troops to the internationally recognised fron- 
tier; not until clause three does it call for the release and re- 
_patriation of prisoners. Although the UN never intended the 
clauses to be treated chronologically, it suits Iran and Iraq to 
do so. Iraq says the ceasefire cannot be considered fully in 
force until the Shatt-al-Arab waterway is reopened to its ship- 
ping (which may have to wait until the two sides decide whom 
it belongs to), and Iran demands the prior withdrawal of Iraqi 





“troops from some 1,000 square miles of Iranian land. While 


that little lot is sorted out, the prisoners continue to rot in 
their camps. It could take years. 

What can the outside world do? Not much. Mr Jan 
Eliasson, the UN’s special envoy, has been on a new Gulf 
peace shuttle this week. He will, presumably, be trying to get 
Iran and Iraq to uncouple the humanitarian question of POWs 
from the wider, thornier issue of a political settlement, and to 
persuade them to give the Red Cross access to every prisoner 
they hold. Countries with influence in Iran and Iraq can give 
him their backing. But the responsibilty lies with the govern- 
ments in Baghdad and Tehran. If they are earnest about their 
efforts to present a cleaner face to the world, they can prove it 
by releasing their prisoners tomorrow. 





When house prices fall 



























‘soon matter more 
WO generations of Britons have grown up treating 
houses as the perfect investment. And why not? House 
tices have chugged upwards, occasionally losing ground 
against general inflation but never, since the early 1950s, ac- 
ally falling. Now they are: in the south-east of England and 
East Anglia, houses typically sell for less than they cost a year 
ago. In time, prices should start to rise again—helped, some- 
mes, by the poll tax which will cut the cost of owning a big 
ome. But a fundamental change is now afoot, which may 
ell make houses a less attractive investment. 
< The 1983-88 surge in prices was, in part, the result of (a) a 
ig rise in post-tax incomes; and (b) financial deregulation, 
which made it easier to get mortgages, particularly big ones. 
ut much of the pressure came from a huge increase in the 
umber of young people wanting homes. The baby-boomers 
of the early and mid-1960s had, by the mid-1980s, started to 
set up house. The supply of houses was, by the start of the 
80s, growing more slowly than the number of new house- 
olds, mainly because state-built housing had dropped to its 
lowest level for 40 years. Result: a giddy rise in prices. 
The engine of demography that helped drive prices up is 
going into reverse. For the time being, that change mat- 
less than several powerful and more obvious factors: high 
terest rates; the tendency of the youngest home-buyers to 
are a rented flat or live with mum when mortgages are ex- 
pensive; the fact that lots of people, especially the young, 
bought sooner than they might otherwise have done when 
prices were rising, so are buyers no longer; the position of 
nany builders, caught with streets of half-finished two-bed- 
room houses, now offering them at knock-down prices. When 
hese influences have worked themselves out, though, the 
iographic bulldozer will remain. 
This year the number of households in Britain will in- 
ease by around 160,000. In the early years of the next cen- 
ury, according to Mr John Ermisch of the National Institute 
Economic and Social Research, that figure will be down to 
only 40,000. Once the children of the baby-boomers seek 
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Right now, Britain's housing market is being hit by dear money. Demography will 
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homes of their own, growth will revive—but only to half to- 
day's level, and only temporarily. By 2025, unless big families 
have meanwhile come back into vogue, the number of house- 
holds will actually start to shrink. 

All markets eventually adjust to changes in demand. 
Builders are already cutting new starts, and new house-buyers 
are taking advantage of lower prices to buy a bigger house. A 
family house still carries massive advantages over all other in- 
vestments: tax relief on some mortgage interest, and on all 
capital gains. But two other factors may tip the balance away 
from housing. One is inheritance. As the first wave of new 
owner-occupiers pass on to the ultimate Dunroamin', their 
middle-aged children will inherit their homes. Most of these 
50-year-olds already have an empty nest: the last thing they 
want isa bigger house. They will put their inherited cash into 
a unit trust or a pension, not into property. 

Secondly, Mr Nigel Lawson has left the гор tax rate 
investment income one-third lower than when he became 
chancellor. From next year, when wives are taxed separately 
on their own investments, well-off couples will find their'tax 
burden lower still. Why, they will wonder, keep an expensive 
cottage in the Cotswolds when the cash could be earning 
enough to buy lots of foreign holidays instead? 


On the bright side 


For a government that won half of all home-owners’ votes at 
the last general election, along spell of depressed house prices 
is a bleak prospect. But there are advantages, too. Fewer 
builders will want to plonk unpopular estates in green fields. 
And some of the money which no longer floods into housing 
may flow into water and electricity shares. Better to concen- 
trate on helping small savers find productive uses for their 
cash than to try to pep up house prices by increasing tax relief 
on mortgages. Britain’s romance with bricks and mortar has 
meant less cash for companies. If the romance is fading, the 
tight reaction is a sigh of relief. 
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Let's talk about Europe 1992 


Europe '92 is more than just economics. It's a different way of 
thinking. A way of doing business without precedent 

All of us at Deutsche Bank share a common view of the new 
Internal Market. It takes tangible shape in our European net 

work. And in the way we think about the Europe of the future 
Around the world, you'll find us ready to talk business - геа! 
business - today and for tomorrow 
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The Dash 8 transcends the 
traditional expectations of 
commuter service. Its interior 
is spacious, its amenities 
sophisticated, its creature 
comforts superior. Some 
things specific: 


First impressions. Diffused lighting 
gives the cabin a wider, lighter, 
more inviting appearance. • Aisle 
height permits even six-footers to 
stand tall. 


Roominess. A wardrobe houses 
coats and garment bags. 

* Underseat obstructions have been 
eliminated so that briefcases slide 
in with ease. • A wide body affords 


four-abreast seating and generous 


leg room. 

Comfort. Uniquely contoured seats 
provide welcome support for thigh 
and back. * The cabin is pressurized, 
permitting the Dash 8 to climb 
quickly to cruising altitudes while 
maintaining a comfortable cabin 


climate. (An optional auxiliary power 
unit sustains climate control at stopovers 
without plug-in facilities. ) 

Services. Flight attendants need not 
juggle trays up and down the ais 
service carts make for gracious se 

“Ala cart, à la jet”. 

Efficiencies. Passengers can d 

and depart expeditiously. The Dash 8 
has a single, enormous baggage 
compartment with a large door and low 
sill height - for faster and easier 
unloading without the need for special 


equipment. * Lavatory service outlets are 

on the side opposite the airstair 

door - for fast, convenient (and discreet ) 

servicing at stopovers. 

Lasting impressions. Passengers /ike the 

Dash 8. Because it suits their style 720/ to 
ded in.Which suits our style just fine. 


Boeing Canada 
Comfort. de Havilland Division 
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CLEMENT ATTLEE 


The man who built 


the welfare state 


Prime minister from 1945 to 1951, Attlee sha 


d a new Britain, whose 


guiding conception of the public good went unchallenged until the 1980s 


LEMENT ATTLEE was smaller than 

life. Physically unimpressive, he had all 

the charisma, and something of the appear- 

ance, of a gerbil. Nor could he call on word- 

wer to compensate. He had a reedy voice 

1a sparse vocabulary. One Conservative 

MP said that if he came to the Commons one 

afternoon to announce the revolution he 

would make it as interesting as a minor 
change in a regional railway timetable. 

Attlee was chosen to succeed the pacifist 
George Lansbury as Labour leader in 1935. 
He was expected to last six weeks, enough to 
get his party through the general election, at 
which, it was expected, several of the big fig- 
ures who had gone down in 1931, notably 
Herbert Morrison, would be returned to 
Westminster. Morrison got back, but 
Attlee lasted another 20 years, five 
spent as wartime deputy to Churchill, 
six as prime minister. 

By the time Attlee gave up the La- 
bour leadership in 1955, his reputa- 
tion was at a discount. His party was 
torn by civil war. Hugh Gaitskell won 
the succession and the party’s mind, 


























but Nye Bevan continued to claim The appearance was deceptive 


heart. After Gaitskell's death in 
„253, Harold Wilson's heady mixture of 
consumerism and technological rhetoric 
contrasted starkly with the memory of the 
austere Attlee years. 

Yet, as failure and disappointment 
crowded in on the Labour governments of 
the 1960s and 1970s, the memory of the 
solid achievements of 1945-51—postwar 
economic recovery, the building of a com- 
prehensive welfare state, Britain's role in 
creating NATO—began to flicker, then to 
glow. Attlee died in 1967. His stature has 
not ceased to rise since. 

The greatest retrospective compliment 
paid him came not from any Labour figure 
but from Margaret Thatcher. She devoted 
the 1980s to undoing Attlee’s work. As 
Nigel Lawson put it in a lecture to the Cen- 
tre for Policy Studies, her governments had 


transformed the politics of Britain—indeed 
Britain itself—to an extent no other govern- 
ment has achieved since the Attlee govern- 
ments of 1945-51 . . . . [which]... . set the po- 
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litical agenda for the next quarter of a century. 
The two key principles which informed its ac- 
tions and for which it stood, big government 
and the drive towards equality, remained effec- 
tively unchallenged for more than a generation, 
the very heart of the postwar consensus. 


Forty years on, "little Clem”, as his foreign 
secretary, Ernest Bevin, a big man in all 
senses, called him, still casts a long shadow. 

In six years where Mrs Thatcher has had 
ten, he had built so firmly, on little money 
and a war-stretched economy, that it took a 
ferociously determined prime minister to 
dismantle where he had constructed. And 
even she has not yet dared to dislodge the 
keystone, the national health service, fi- 
nanced from taxes and free to all. 

Now, as talk of the post-Thatcher era 
swells, the virtues of Clem Attlee and his 
kind of Victorian values are finding their 
place. During a BBC discussion in September 
1989, a quartet of former colleagues went so 
far as to assert that a man like Attlee could 







































do well at or near the political top in the 
1990s. Lord Jay, who, as plain Douglas Jay, 
was first his Downing Street economic 
viser, later a junior minister, called him a 
Victorian Christian gentleman who be : 
lieved in doing his duty at all times: 
Because this type of individual is extinct nowa- _ 
days, people think it could never have existed. | 
But it did exist . . . . If he appeared at the top _ 
now, he would be received with enormous relief — 
by a great number of people. 1 


The making of a prime minister di 
Attlee's election triumph in mid-1945 s 
prised him and most of the nation. His ma- 
jority of 146 seats is a postwar record. Yer 
only with a campaign broadcast, whi 
briskly dispatched Churchill's доку charge 
that a Labour government would bring with — 
it some kind of Gestapo, had Attlee, by then — 
62, for the first time made any real mark on _ 
the public mind. | 
What had gone into the making of this 
understated figure who found himself sud- 
denly heir to a nightmare economy, 
an unsustainable empire and - 
the perils of the cold war! —— | 
He was born in Putney, 
in south-west London, in 
1883, the son of a City solic- 
itor. His was an utterly con- 
ventional upbringing of 
the solid Victorian upper 
middle-class variet 
school at Haileybury, - 
forcing-house of colonial 
administrators; Univer- 
sity College, Oxford; 
training, and, for three” 
none-too-happy years, practice, as а barris- 
ter; an officer's commission—and wound— 
in the 1914-18 war. 1 
What made him different was a visit that 
he made in 1905, a year after he left Oxford, 
to Haileybury House in Stepney, one of the 
public-school missions in London's East : 
End. It was the poverty that he met then, 
and later as warden of Haileybury House, 
then as mayor of Stepney in 1919-20 ud 
then as member of Parliament for Lime- 
house, that drove Attlee for the rest of his 
days. He must make life better for the poor. 
This was the key to the man thereafter. Ev- 
erything was subordinate to it, apart from 
his precious family life. i 
His was, in today’s terms, a social 
ег'ѕ path to politics. But it did not turn Ап 
lee against "the system". Though highly 
critical, for instance, of generals (especially 
French ones), and quite ready to shelter be- 
hind a Flanders hedgerow to talk socialism 
with the economic historian R.H. Tawney, - 
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CLEMENT ATTLEE 


Major Attlee—as he was known until the 
1940s—had a warm esteem for the British 
army, its traditions, its comradeship. He re- 
mained a man of institutions all his life, re- 
specting school, college, regiment and party 
for what they represented. 

Elected to Parliament in 1922, Attlee 
became parliamentary private secretary to 
the Labour leader, Ramsay MacDonald, and 
in the short-lived government of 1924 a 
minister at the War Office. In MacDonald’s 
second administration he was appointed 
chancellor of the duchy of Lancaster (suc- 
ceeding Oswald Mosley) in 1930, and post- 
master general in 1931. In the financial crisis 
that split the government that year, he 
stayed loyal to Labour, and, 
amid the ruins of the par- 
liamentary party, became 
Lansbury's deputy. 

Attlee’s first great service 
to his country was his refusal 
in May 1940 to bring Labour 
into coalition with the Con- 
servatives and Liberals as long 
as Chamberlain remained 
prime minister. He would 
have served under Halifax, 
but never doubted that Chur- 
chill was the man. Attlee and 
his Labour colleague Arthur 
Greenwood backed Churchill 
in the war cabinet as Dunkirk 
was about to fall and the old 
appeasers wanted to take up 
Mussolini’s offer to mediate. 
For all its prewar dalliance 
with pacifism, the Labour 
party was solid for defiance when it counted. 

During the war, the cabinet appreciated 
Attlee’s gifts, even if the country did not. 
When Churchill was away and Attlee in the 
chair, business was quickly dispatched. Min- 
isters got to lunch on time. 


Old hands with a mission 


Their coalition experience was a boon to 
Attlee and his colleagues when the Labour 
cabinet assembled in mid-1945. All of its 
members but Bevan and Shinwell had 
served in the wartime government. Never 
was an administration so well prepared. 

It needed to be. The legacy of war was 
daunting: 500,000 houses destroyed, 
250,000 badly damaged; a third of Britain's 
gold reserves and of its overseas assets gone; 
£3.5 billion of debt incurred (£55 billion at 
today’s prices). Six years of war had 
stretched the economy to breaking point, 
which would indeed have come in 1941 but 
for Lend-Lease from America. There was 
desperation in Whitehall when Truman sus- 
pended Lend-Lease within days of Japan's 
surrender in August 1945. 

The task facing the new government 
was not just the conversion of a wat econ- 
omy to a peacetime footing, demobilising 
5m people and finding work for them, reviv- 
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ing economic activity and exports. The gov- 
ernment planned also a social and economic 
transformation, to ensure that never again 
would the horrors of slump, dole and the 
means test blight the face of Britain. 

In economic terms, that meant taking 
the “commanding heights" of the economy 
(coal, steel, gas, electricity, the railways and 
the Bank of England) into public ownership, 
and managing demand, with Keynesian 
techniques pioneered during the war, to en- 
gineer full employment. In social terms 
“never again" meant implementing the 
1942 Beveridge Report in full: a free health 
service; comprehensive social security "from 
the cradle to the grave" (Churchill's 





Warden of Haileybury House 


phrase); secondary schooling for all and up 
to the age of 15, as prescribed in the 1944 
Education Act. 

For Attlee this was a strategy for striking 
at the causes of the squalor he knew in the 
East End, transforming for ever the life 
chances of manual workers and their fam- 
ilies, who in 1945 comprised three-quarters 
of the British people. For him it was a simple 
matter of priorities and social justice. Today 
it appears as high-minded as it was heroic— 
and risky, given that schools, hospitals, 
medicines and social benefits all hung by the 
thread of economic output. 

The Attlee government, replete with 
practical men like Bevin, Morrison and Grif- 
fiths, elderly, cautious men like Addison 
and Chuter Ede, austere technocrats like 
Cripps (and some less austere but still tech- 
nocratic figures like Gaitskell, Jay and Har- 
old Wilson), was enlivened only by the occa- 
sional man of passion such as Bevan and, in 
a peculiar way, Dalton. Yet this was an ad- 
ministration for which optimism was a 
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working assumption. There were economic 
difficulties, to be sure, but they were seen as 
temporary consequences of war. With some 
help from America, great-power status, eco- 
nomic and military, would again, they 
thought, be Britain's natural condition. 


Britain in the world 


Attlee was realistic enough to know that 
some things had changed for ever. The In- 
dian empire had to go, and did so in 1947. 
So did Britain's status as a global super- 
power—indeed as a European superpower, 
when Attlee asked Truman to assume 
responsibility for defending Greece and 
Turkey from the Soviet threat, terrifyingly 
real in 1947, with the Gis back 
home and only tiny occupa- 
tion forces in Germany facing 
Stalin's 175 divisions. Attlee 
and Bevin knew, too, that 
British power alone could пт 
guarantee the 1945 tru 
lines. A two-year slog of diplo- 
matic activity produced a 
patchwork of European alli- 
ances crowned in 1949 by the 
North Atlantic Treaty. 

Not all was retreat. The 
colonial empire in Africa was 
to be built up—hence the 
doomed groundnuts scheme 
in East Africa—to provide 
food and minerals for Britain 
and its factories. Britain 
would have its own atomic 
bomb, although the Ameri- 
cans had ended the wartime 
nuclear partnership. As Bevin put it to the 
cabinet committee that took the decision in 
January 1947, he was not going to allow the 
United States a monopoly of the weapon— 
or have a future British foreign secretary 
spoken to as Byrnes had just spoken to him. 

In foreign and military affairs, Bevir 
raw vigour was the driving force. В... 
Attlee’s contribution, especially on India 
where Bevin could not bear the prospect of 
“scuttle”, on the atomic bomb and defence 
matters generally, was effective and decisive. 
His committees, like his cabinet, were waf- 
fle-free zones. In Britain’s long debate about 
prime-ministerial versus cabinet govern- 
ment, Attlee showed that a prime minister 
could both be a strong chairman and pre- 
side over genuinely collective discussion. 

Attlee, in Lord Jay's words, “would 
never use one syllable where none would 
do." This was a great asset in cabinet, where 
he used silence as a weapon, but it was a se- 
vere drawback in managing the media, a 
skill unknown to him. The key medium of 
the 1940s, apart from the newspapers, was 
radio. Attlee could use it when he chose. He 
got the London dockers back to work in 
1948 with a headmasterly performance, 
from a script typed out with two fingers on 
his own battered machine. But he rarely did 
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nvesing in the world of Futures and 
Options can produce massive profits — but 
the risks are equally high. 


Now, the Paragon Fund Limited - 
incorporated in Jersey — offers you the chance of 
gaining a spectacular return from the Futures and 
Options markets — without the risk of losing your 
original investment. 








Reduce your risks, & maximise your returns 


| We have arranged that a 

— international bank will guarantee that at 
the end of six years you will receive at 
least your initial investment back. 
What's more, you will have a monthly 
opportunity to encash your holdings 
during the Fund's life, although of 
course this will affect the terms 
of the guarantee. 
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capital to well over $125,000 by the end of 
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For a prospectus giving fall details. 
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Nationaliser Morrison 





so choose. After announcing the 1950 gen- 
al election, he was asked if he had any- 
thing to say about Labour’s forthcoming 
campaign. “No,” said Attlee. 


Too much with too little 


The government was roundly criticised by 
the right-wing press (especially Beaver- 
 brook's) for every imperial retreat. But the 
opposite charge would have been truer. 
Were not Attlee and his ministers loading 
'too much on a brittle economic foundation? 
.. The case for saying so is formidable. Not 
that Britain's industrial base in 1945 should 
talked down with the wisdom of hind- 
. True, there were senescent industries 
as textiles and shipbuilding that had 
en only temporarily revived by the war. 
's problems remained unsolved even by 
ime controls and direction of labour. 
making had a lot to learn from the 
Americans and the defeated Germans. Yet 
there were sunrise industries too: electron- 
cs, aircraft, motor vehicles, oil and petro- 
emicals, radio (television transmissions 
restored in 1946). Agriculture was set 
by the war on a path of mechanisation and 
productivity which continues to this day. 
This should have been enough to meet 
the needs of a population of 46m, to pay for 
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the welfare state, and still have capital for # 
advanced industrial investment. But the # 


economy was expected on top to pay for 4 
garrisons in Africa, the Middle and Far 
and a substantial force in Ger- 
у, meanwhile sustaining the world's 
nd trading currency, complete with 

its own global sterling block. 

— The warning signs were quick to come 
n the one area where Attlee's grip was 
, international finance and external 
nic constraints. The American loan, a 
lifeline negotiated by Keynes as his last gift 
to the nation in December 1945, was all but 
blown away when, at American insistence, 
sterling was made convertible for a few days 
n August 1947. An overvalued pound was 
finally devalued in September 1949. With- 
t the American loan and then Marshall 
could Britain's economic recovery—let 
its new welfare state—have been fi- 
nced in 1946-50? As the government's 
economist, Robert Hall, noted in his 

ry in 1951, 

- We have had... . an average of over 
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$1 billion a year one way and another since 

1946; and, of course, under Lend-Lease we had 
a great deal more. Our whole economic life has 
been propped up in this way. 

There were plain signs here of more than a 

temporary dislocation of great-power status. 

By 1950 the voters were beginning to 
tire of austerity, and the benefits of devalua- 
tion had not yet worked through. In the 
February general election, Labour's share of 
the vote shrank only slightly—from 47.8% 
in 1945 to 46.1%—but its working majority 
in Parliament fell to six. Then, in mid-1950, 
came the Korean war. À promising export 
boom, stimulated by the devaluation, burst 
as the metal-bashing industries were turned 
over to armaments once more. Defence 
spending quadrupled. Something, as Punch 
(see below) remarked, had to give. Several 
things did: as public spending was diverted 
from welfare to warfare, in April 1951 Bevan 
and Wilson resigned. To make matters 
worse, leading ministers who had been in of- 
fice without a break since 1940 were either 
ill (Attlee at the time of the 1951 resigna- 
tions) or dying (Bevin and Cripps). What 
had begun in a glorious reforming dawn, 
comparable in political history only to 1832 
and 1906, finished in a sad twilight. 

Attlee had held both his cabinet and his 
party together until Bevan and Wilson re- 
signed; no mean feat for a Labour prime 
minister. And in 68 by-elections during his 
term of office, Labour lost not a single seat. 
Indeed, in October 1951, when Attlee went 
to the country, Labour's vote reached 
48.8%, the highest it has ever scored. But 
the Liberal vote collapsed, and, albeit with 
only 4896, Churchill, promising red meat, 









“MUST THEY ALL BE BLOWN UP SO TIGHT?” 










NATO-builder Bevin 


more housing and an end to rationing and 
controls, won an Indian summer in Down- 
ing Street with a majority of 16. 


Lessons for the 1990s 


Four decades later, what stands out from the 
Attlee years? On the credit side, he left Brit- 
ain a kinder, gentler place. A social transfor- 
mation was achieved, through the bal’ 
box and legislation. By 1948, economic ; 
tivity and exports had reached their 1938 
levels. Capital investment took priority over 
consumption: a policy which Cripps— 
helped by a prototype incomes policy agreed 
by the TUC—made a virtue of with a success 
unmatched by any chancellor of the exche- 
quer before or since. And apart from a blip 
during the great freeze and fuel crisis of early 
1947, full employment was maintained. 

In institutional terms, Labour’s reform- 
ers scrupulously observed due procedure 
and democratic proprieties. The instru- 
ments of reform were less happy. Who 
would now choose the lumbering Morrison- 
ian public corporation as the best way of or- 
ganising public ownership? The national 
health service secures Bevan's place in his- 
tory. But was he right to nationalise all the 
hospitals, voluntary and local, and to create 

a top-heavy system, centrally run? 

In foreign policy, forging the link be- 
tween America and Europe was cruc 
to peace and prosperity for the rest v. 
the century. The beginnings of with- 
drawal from empire were sensible and 
timely. But was the cabinet right to be 

so utterly dismissive of the Schuman 
plan and the European Coal and Steel 
Community? It was as if by 1950 Attlee's 
team had lost the imagination and appetite 
for initiatives. 

Yet the pluses outweigh the minuses. 
The Attlee years carry important messages 
easy to forget today—that high-mindedness, 
even altruism, has a place in politics, as do 
institutions which reflect them, like the na- 
tional health service; that small men can be- 
come big men; that Treasury ministers can 
appeal successfully (if only for a time) for in- 
vestment to take priority over consumption; 

that Labour can, in some circumstances, 

not only win elections with big major- 
ities but not fall apart afterwards. “Little 

Clem” does not look so puny now. 
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MONEY MARKET CHEQUE ACCOUNTS 





Are you looking for an offshore 
account based in Jersey offering- 


High Rates of Interest 

No notice of withdrawal 

A cheque book facility 
Interest paid gross (tax free) 


A Money Market Cheque Account 
with Bank of Scotland and Bank of 
Scotland (Jersey) Ltd provides 

that and more ... 


Deposits accepted in Sterling or US$ 
Minimum deposit is £2500 or 
US$5000 

Interest is calculated daily and 
applied monthly 






US DOLLARS OR STERLING 


з Bank of 


Up to date rate of interest available by telephonin 
Scotland, Jersey 0534-39322 

Simply complete the coupon and enclose your cheque. An 
acknowledgement of your deposit will be sent by 
return ond your cheque book will follow a few 
days later. 


INTEREST PAID GROSS 


*Appled Rate US $ 1 Annual Rote 


CAR uss 


2-07: 


*Appled Rate Ser 


"Interest Paid Gross - Applied Rates Compound 
Annual Rote (CAR), (Interest rates may vory-rates 





quoted correct at time of going to press), subject to 
minimum balance being retained. 


THE BEST OF BOTH WORLDS 


Statements issued quarterly 


Bank of Scorlond was constituted in Edinburgh by Act of Scots Parlioment in 1695. Bank of Scotlond Proprietors’ Funds (рокі up copitol and reserve] оз ot 28th February 1989 were 
£826.0 million. Bonk of Scotland (Jersey) Lid was incorporated and à situated in Jersey ond is o wholly owned susbsidiary of Bank of Scotland The paid up copital and reserves ol 
Bonk of Scotlond (Jersey) Ltd as at 31st December 1988 wore £3.3 million. Copies of the Annual Report and Accounts of Bank of Scotland ond of i subsidiary Compony, Bonk of 


Scotland (Jersey) Lid are available from Bank of Scotiond, PO Box 588, 4 Don Road, S1 Helier, Jersey or from Bank of Scotland, Head Office, The Mound, Edinburgh EHI vz 


Deposits made in Jersey with offices of Bonk of Scotland and Bank of Scotland (Jersey) Lid are not covered by the Deposit Protection Scheme under the Bonking Act 1987 





I/We enclose my/our cheque for € minimum £2,500 
made payable to Bank of Scotland 


To Bank of Scotland Money Market Accounts Centre, 
4 Don Road, St Helier, Jersey. 











SIGNATURE(S) 





Dote — 





I/We wish to open a Money Market Cheque Account. V/We enclose my/our cheque for US$ inimum US$5000 
l/We are aged 20 or over (Please complete in BLOCK CAPITALS). made payable to Bank of Scotland (Jersey) Ltd 
Should the cheque not be drawn on your own Bank Account, please give 
| FULL NAMES) — — — — — — — —— = = details of your bankers. | 
= = ы — MY/OUR BANKERS ARE “ ВАМК 
ADDRESS » 
Ж => =< BRANCH — | 
Las ACCOUNT NO | 


k> ‘S°OBANK OF SCOTLAND 


For joint accounts all parties must sign the application but only one signature 
| will be required on cheques. A FRIEND FOR LIFE ‚ 
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A Pacific tale 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


T SOUNDED impressive when Austra- 

lia's Bob Hawke floated the idea back in 
January. Let us improve the flow of trade in 
the booming Asia-Pacific region, and at the 
same time campaign for free trade through- 
out the world. Realities have taken over 
since he uttered his stirring call. The dele- 

tes to the first meeting of the Asia Pacific 
Economic Co-operation Forum, held in 
Canberra this week, gave the impression 
that they were there not so much because 
they wanted to co-operate, as because they 
feared they might be missing out. 

All eyes were on Japan, the extraordi- 
nary country which, more than any other, 
has made the region a powerhouse of the 
world economy. At the rain-sodden two-day 
meeting in Australia’s capital, the foreign 
and trade ministers from countries that bor- 
der the Pacific jostled to ensure that they 
cash in on—or at least do not lose out 
from—Japan’s success. 

Perhaps the main achievement of the fo- 
rum was that it was held at all. Mr Hawke's 
idea had a cool reception at first. Japan was 
nurturing its own regional plan. The coun- 
tries of the Association of South East Asian 
Nations were suspicious that Mr Hawke had 
come up with a new version of white rule. 
There were squabbles over the guest list. 
_ sinking a Pacific half-rim was enough, Mr 
Hawke was not even going to invite Amer- 
ica. He was persuaded to change his mind, 
but ASEAN successfully blocked invitations 
to China, Hongkong and Taiwan. In the 
end 12 countries were represented: Amer- 
ica, Australia, Canada, Japan, South Korea, 
New Zealand and the members of ASEAN— 
Indonesia, Malaysia, the Philippines, Singa- 
pore, Thailand, and Brunei. 

They may be strange bedfellows, but 
they had never been together in this bed be- 
fore. As few of the delegates tired of point- 
ing out, their countries together produce 
more than half of gross world product and 
account for 38% of world exports. 

America fielded a strong team led by its 
secretary of state, Mr James Baker. Like ev- 
eryone else, it came chiefly because Japan 
was there. With the mood in Congress turn- 
ing increasingly anti-Japanese, the Bush ad- 
ministration wants to be seen doing every- 
thing it can—short of starting a trade war— 
to make Japan play by American rules. Any 
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new mechanism for regular consultation is 
considered a good thing. 

America also hoped to get a discussion 
going on the region's security. lt is Ameri- 
ca's expensive military presence that has 
provided the umbrella under which capital- 
ist Asia has flourished. Mr Baker is said to 
be relieved that Gorbymania has not yet 
reached Asia. But will these countries' con- 
tinuing suspicion of Russian aims be trans- 
lated into a greater willingness to pick up 
more of the cost of their defence? 

Mr Baker did not find out. ASEAN, 
which was none to happy with the meeting 
in the first place, thinking it would detract 
from its own (perhaps exaggerated) impor- 
tance as a regional organisation, saw no rea- 
son to allow security to be discussed. Nor 
were its members keen for the forum to talk 
about helping to reduce America's trade 
deficit. ASEAN is worried about the dreaded 
section 301 of America's trade act, which al- 
lows the president to retaliate against any 
country he decides is trading unfairly. Thai- 
land has just managed to avoid being named 
an “unfair trader" under the act. Dr 
Mahathir Mohamad, the prime minister of 
Malaysia, thinks America's use of section 
301, together with its rising barriers to im- 
ports, points to a policy aimed at preventing 
the emergence of new Japans in Asia. 

Japan itself is widely distrusted, as only a 
rich man can be. It is the region's biggest 
investor, banker and aid donor. Last year it 
put ten times more money into Thailand 
than America did. Members of ASEAN fear 
this money will create what Mr Ali Alatas, 
Indonesia's foreign minister, called “deep- 
ening dependency" upon a country that, for 
historical reasons as well as for its current- 
day power, remains widely disliked. 

Little that the Japanese said in Canberra 
will have allayed these fears. “We must find 
ways to build on our present prosperity," 
said Japan's foreign minister, Mr Taro 
Nakayama. What this means is that since Ja- 
pan must try, for political reasons, to 
squeeze its exports to America, it will in- 
crease them to Asia. It aims to improve 
transport and telecommunications links in 
South-East Asia so that the Japanese assem- 
bly plants there can work more efficiently. A 
counterweight to Japan's influence has been 
Europe. South-East Asia's businessmen are 


















Hawke put it a bit high ү 


worried that their European colleagues, in- 
creasingly absorbed by their own continent, 
will take that counterweight away. 1 
Still, yen are considered essential. The 
South-East Asians see their challenge as at 
tracting Japanese money while keeping Јар: 
nese influence at bay. This is likely to be a 
trickier task than the fight against commu- 
nism that has kept ASEAN intact. ^ 
The main conclusion of the meeting was 
that the Asian and Pacific countries should - 
press their case at the Uruguay round of the 
GATT talks, due to finish at the end of 1990. 
Even this modest aim will be hard to p 
into practice, since the 12 have widely differ Ps 
ent trade policies: Japan, Taiwan and South: 
Korea, for example, protect their farmers. 
from cheap food from Australia, New Zea- 
land and America but want to sell these 
countries their cars and other consumer — 
goods. A group of officials has been ap- 
pointed to work on a plan for the GATT 
talks. Good luck to them. Mr Baker re- 
marked, “It is clear we haven't completed all ` 
the decisions we will eventually take to i 
prove economic co-operation in the 
cific.” The understatement of the week. 
و‎ 
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FROM OUR SPECIAL CORRESPONDENT IN SINGAPORE 


TIN ANY group of people in Singapore it is 
A easy to pick out Mr J.B. Jeyaretnam. He is 
the one wearing an armband that reads, in 
gold letters on a red background, “We seek 
ustice.”” Mr Jeyaretnam is Singapore's most 
ous opposition figure. Some opponents 
the government are shy of identifying 
es, or speak from the safety of exile. 
ua Benjamin Jeyaretnam stands his 
ground, as solid and unyielding as his name. 
= Any attempt to measure the strength of 
the opposition in Singapore, and to judge its 
future when the country's awesome leader, 
Lee Kuan Yew, retires next year, starts 
with Mr Jeyaretnam. He invented, or rather 
reinvented, political opposition in 1981 
when he was elected to a parliament in 
W every seat had previously been held 
by the ruling party. He disturbed what he 
calls “а tea party”, asking questions that em- 
assed ministers who were unused to 
having their decisions challenged in public. 
Mr Jeyaretnam was later barred from parlia- 
ment when he was jailed and fined for an 
offence over election costs. 
He intends to stand for parliament in 
the next general election, due by 1992, and 
is confident that he will be elected with per- 
s a dozen other opposition members. In 
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FROM OUR HONGKONG CORRESPONDENT 


ONGKONGERS tend to be ambi- 
tious and uncaring. lt may be that 
. the British colony's 5.7m people already 
know this about themselves. If so, they 
| won't be too upset by a survey by Backer 
Spielvogel Bates, a market research firm. 
| It finds they are a pretty selfish lot. 
| pem for коч т ки ex- 
ample, does not figure highly. In West 
Germany only 14% want to keep AIDS 
patients in quarantine; in Hongkong 














. 72% do. Some 46% of Hongkong's con- 
| sumers said one of their most important 
| goals is to accumulate expensive cars and 
} jewellery (the colony's density of Rolls- 
| Royces is the world's highest). In Japan 
| the proportion is 34%, in America 30% 
in France a mere 1696. 
. Indeed, achieving material goals is so 
important in the colony that the poll- 
|| sters had to invent a category of "super- 
b. p "e напа oe but ira 
prising 7% of Hongkongers. No wonder 
that 53% of Hongkongers feel tired most 
of the time (only 3596 in Japan and 
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| A thousand imperfections 
















` America) and 62% feel under great 


The phantom of the opera 


the 1988 election only one opposition mem- 
ber was elected, but nearly 40% of the vote 
went against the government. The arrange- 
ment of constituencies favours the ruling 
party, but Mr Jeyaretnam believes that if the 
opposition vote goes up a bit more much of 
the government’s advantage will be lost. 

Well, perhaps. What may worry Mr Lee 
more at present is the opposition to his gov- 
ernment which exists outside parliament, 
what might be called the phantom in Singa- 
pore's otherwise firmly directed opera. It 
perplexes outsiders that Mr Lee takes as 
stern a line as he does with those who would 
defy him. The Singapore he created is, after 
all, one of the world’s great successes. It was 
a swampy, unpleasant place facing commu- 
nist guerrilla attack when he became its first 
(and, so far, only) post-independence prime 
minister in 1959. Today, Singapore is not 
only clean, sleek and peaceful: in the past 20 
years alone its real GNP per head has quadru- 
pled, giving Singaporeans a standard of liv- 
ing as high as, say, New Zealanders. 

Why, then, is Mr Lee so unrelaxed 
about Singapore's prospects? He explained 
himself, with characteristic bluntness, in an 
interview published in the Straits Times last 
month. He was commenting on the reten- 








stress, compared with 4496 of Americans 
and a surprisingly low 2696 of Japanese. 

The explanation? A vice-president 
from the research firm spouted the usual 
stuff about Hongkong being “оп the cut- 
ting edge of the modern world", with 
added fears of China's takeover in 1997 
"turning the colony into a pressure 
cooker". Hongkong's Chinese may pre- 
fer to look to one of their numerous 
proverbs: "Money disguises a thousand 
imperfections.” 



























Lee guards his aquarium 


tion of the Internal Security Act, which al- 
lows indefinite detention without trial: 


You have to deal with extremism swiftly. This is 
not a homogeneous society. Disparate groups 
of people came to make a living under British 
rule. They remained themselves in separate dis- 
tinct compartments. It’s like an aquarium, with 
different glass partitions and different salinity 
of water. We are trying to form one nation out 
of them, by removing the glass partitions and 
gradually equalising the salinity. If you ask me 
whether | would want to start a nation from 
this, I'd say, ‘Please give me something easier.’ 
But this is what I've inherited. 


The themes of this homily—in particular, 
fear of the conflict that might be bred by un- 
restrained pluralism—help to explain whi ' 
non-parliamentary groups Mr Lee's gove! 
ment has clashed with: lawyers, Christians, 
human-rights activists and newspapers. 

Mr Jeyaretnam is a lawyer. He dismisses 
most of his fellow-lawyers in Singapore as 
timid. Some do keep their heads down—but 
not all. Miss Teo Soh Lung provided a legal 
service to the poor and also belonged to Mr 
Jeyaretnam's party. She is now detained un- 
der the Internal Security Act, accused of be- 
ing a Marxist, which she denies. Her British 
lawyer, Mr Anthony Lester, who tried to se- 
cure her release, has been banned from 
practising in Singapore's courts. He had, 
Singapore said, "threatened and intimi- 
dated" the government by some remarks he 
had made at a private seminar in London. 

| former detainees have said that 
they were illtreated by members of Singa- 
pore's Internal Security Department, the 
ISD: interrogated at length, deprived of 
sleep, made to stand naked in cold draughts. 
The government has denied that this form 
of soft torture is used. But the mere possibil- 
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e Marco Polo 4— = 
A great explorer. A pioneer of Asia. He discovered new routes. 
He charted new territory. 


He was practical, quick-witted and resourceful. 


Indosuez Asia admires and shares Marco Polo's achievements and qualities. 
We strive to be investment pioneers. We seek new opportunities. 
We lead; we do not follow. 


Our range of emerging market funds represents pioneering Asian investment. 
Their performance has been exceptional. 
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Launch Size as. at Oct. 1, 1989 
‘SIAM FUND (THAILAND) April1988 USSIOOM — 1004 —— 
MALACCA FUND (INDONESIA/MALAYSIA) Jan 1989 — US$35M 
MANI D (PHILIPPINES) .. Od1989  US$50M — 
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For selected institutional portfolios, 
we are now managing equity portfolios directly invested into 
these emerging Asian markets. 


The price of funds, and the income derived from them, may go down as well as up. Equally. to ensure a balance of investors’ interests, 
trust deeds contain provisions which may temporarily restrict investors" rights to redeem under particular circumstances. 


—— — — — ——e Indosuez. Asian Pioneer. 4—————————— 
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Fights overseas will be delayed 300,000 hours. 


Ihe big story in international commercial 
aviation is the arrival of the widebody twin 

Understandably, the standards for twin- 
engine long-range орегапопѕ are stringent 
In fact, it takes about 300,000 in-service flight 
hours to establish an engine's reliability for 
Extended Twin-engine Operations (ETOP) 

So far, only two high-thrust turbofans 
have successfully passed the FAA and DGA( 
requirements for 120-minutes and 180-minutes 
of ETOP. GE's CF6-80A and C F6-80( 

We think that says a lot about the way we 
build aircraft engines. 

hat they earned ETOP approval years 
before any other manufacturer's engines, says 
even more about the commercial value of the 
GE-powered widebody twins already in service 

So don't be delayed by technical difficulties 
Put a CF6-80C2 under each wing. With engines 
that are years ahead of our competition, you 


could land overseas years ahead of yours. 
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ity of coming to the attention of the 150 dis- 
courages dissent. Galileo only had to be 
shown the Inquisition's instruments of tor- 
ture to agree that the earth was, after all, the 
centre of the universe. 

The dissidents assume that the isD's 
watchful eyes look far beyond the shores of 
Singapore. Mr Francis Seow, who used to be 
Singapore's solicitor-general but is now in 
dispute with the government, lives abroad. 
He is sure that ISD agents keep a watch on 
him. "Even here you sense the fear,” he said 
on a recent visit to London. 

The security people are uneasy about 
Christians. The Roman Catholics, Protes- 
tants and the American evangelical 
churches are not obviously political. Their 
view of the government is expressed as se- 
cretly as prayer. Yet they represent an alter- 
native to the Buddhist and Taoist beliefs of 
the majority of Singaporean Chinese. They 

k for guidance about how best to con- 


ос their lives to Rome, Canterbury and 


Salt Lake City, not to Mr Lee's Singapore. 

Anyone inclined to preach to the gov- 
ernment is forewarned by the example of Mr 
Vincent Cheng. Mr Cheng, a Roman Cath- 
olic, has been detained indefinitely for, the 
government says, being а Marxist leader. Mr 
Cheng says he has merely been acting as a 
Christian. Mr Cheng’s and Miss Teo’s pros- 
pects seem gloomy. Mr Chia Thye Poh, a 
former member of parliament, was released 
this year after spending 23 years in deten- 
tion. Even now he is confined to Sentosa, an 
island otherwise visited only by tourists. 

The Straits Times and its sister papers 
in Singapore give routine support to the 
government. There has been no opposition 
daily for several years. Foreign publications 
correctly credit Mr Lee with a mighty intelli- 
gence, but offer warnings that Singapore is 
becoming authoritarian. He is mocked for 
his housekeeping fervour: the litter-free 

reets, the destruction of slummy but col- 
ourful bits of old Singapore, and, new this 
month, fines for smoking in restaurants. 

Editors get interminable letters written 
by humourless government minions. Mr Lee 
sometimes bans foreign publications, claim- 
ing that they have become players on Singa- 
pore’s domestic stage. As some Singapor- 
eans prefer them to the cautious local press, 
perhaps, inadvertently, they do. 

On the government side, the most inter- 
esting, but unpublicised, political topic in 
Singapore just now is how long Mr Goh 
Chok Tong will last when he takes over as 
prime minister from Mr Lee next year. 
Whatever Mr Goh's qualities—and he 
seems to be liked—any Singaporean pre- 
pared to offer a view believes that Mr Lee's 
son, Mr Lee Hsien Loong, will replace him 
after a year or two. 

The next most interesting topic is what 
Mr Lee's People's Action party will do if it 
suffers a major election setback—even, 
sometime in the 1990s, defeat. Many of 
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those who oppose the party assume it would 
never give up power voluntarily, even if it 
had to turn to the army for help. Mr Lee 
Junior, they note, was a brigadier-general. 
This sort of talk happens only in a soci- 
ety where dissent is frowned upon. It helps 
to explain why people leave. In August Mr 
Lee disclosed that 4,707 families, some 
19,000 people, had emigrated in 1988. They 
quietly packed up and flew out, taking with 
them their money and their skills. Little Sin- 
gapore, with a population of only 2.6m, can 
ill afford to lose people in such numbers. Mr 
Lee said in a National Day speech that peo- 
ple of his generation never thought of going. 
Those close enough to observe him said 
there were tears in his eyes. Leaving is per- 
haps the cruellest of opposition gestures. 
) 





Sri Lanka 
A catastrophe 
in the making 


FROM OUR SRI LANKA CORRESPONDENT 


EZ the Indian peacekeeping force from 
Sri Lanka, enter the Tamil National 
Army. The what? Despite its official-sound- 
ing title the “army” is a private group that 
hopes to take over the policing of the Tamil 
areas in the north and east of the island 
when the Indians withdraw their troops. It 
seems highly unlikely that this is what will 
happen. Instead, poor, battered Sri Lanka 
will have acquired what it least needs: yet an- 
other armed band. 

The Sri Lankan government is appalled 
by the new group. As in the past, it can fore- 
see a catastrophe; as in the past, it is too 
weak to prevent it. In September it got the 
Indians to agree to withdraw stage by stage, 
with the last of their troops, which now 
number some 36,000, due out by the end of 
the year. It expressed confi- 
dence that the police and the 
Sri Lankan army would be- 
tween them provide security 
for the local people when the 
Indians left. 

At the end of October the 
Indians pulled out of the east- 
ern district of Amparai. But be- 
fore the police had a chance to 
pound their first beat, the 
Tamil National Army had 
taken over 12 of the camps va- 
cated by India. According to 
the Sri Lankan government's 
intelligence agency, the Tamil 
National Army’s men arrived 
at the camps in Indian lorries 
and helicopters. They had 
been trained by the Indians 
and carried Indian weapons. 
The people of Amparai were 
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ordered to stop at Tamil National Army 
roadblocks, to observe its curfews and gen- 
erally to accept that it was in charge of law 
and order in the district. Clearly, anyone in 
Amparai who thought army-of-occupation 
days were over was mistaken. 

Equally clearly, the Indians have de- 
cided that Sri Lanka's government is incapa- 
ble of protecting the Tamils—in particular 
those who are members of the North-East- 
ern Provincial Council. The council is domi- 
nated by three Tamil groups which laid 
down their arms when the Indians arrived 
and agreed to pursue their aims in a peaceful 
way. They have abandoned their original de- 
mand for a separate Tamil state in Sri 
Lanka; in return, the council has been 
granted a large degree of local autonomy. 
Their main enemy is the feared Liberation 
Tigers of Tamil Eelam. The Tigers continue 
to demand self-rule and say the other Tamil 
groups are collaborators with India. 

Worried about their fate after the Indi- 
ans leave, the three groups have been con- 
scripting young Tamil men throughout the 
north and east to raise the 30,000-strong 
Tamil National Army. Though India is not 
formally backing this group, it is believed to 
be supported by the Indian intelligence 
agency known as RAW (the Research and 
Analysis Wing). RAW is keen not only to pro- 
tect the Tamils who co-operated with India, 
but also to stop the Tigers from lording it 
over the north-east again. India has lost 
more than 1,100 men fighting the Tigers. 

The Sri Lankan government has prom- 
ised that it will recruit 20,000 Tamils into its 
army to ensure that security is maintained 
even-handedly. But many in the provincial 
council think this is an empty promise. The 
Tigers have been having peace talks with the 
government in Colombo. One thing the Ti- 
gers want from these talks is a free hand in 
the north-east once the Indians have left. 

The prospect in the battle-scarred north 
and east is that the region could die a Leba- 


Here come the new guns 


I 











BEEN C T L2 


ndike death. The first wound was in- 
on November 5th. A Tiger unit at- 
ed two camps of the Tamil National 
пу in Amparai, killing around 50 people. 
The Tigers drove away with two trailerloads 
of captured weapons. The Sri Lankan army 
arrived too late to stop the killings. 
| If the Tigers are going to mop up so eas- 
ily, India may reconsider its withdrawal 
timetable. A pullout of all the remaining sol- 
diers by the end of the year is, anyway, logis- 
tically difficult. Indian troops may still be on 
the island in force well into 1990. Their 
presence will frustrate the Tigers and upset 
Sri Lanka's government, which has vowed 
o get the Indians out. The only lot likely to 
be pleased is the Sri Lankan army, struggling 
to re-establish itself in the war zone. 


Not yet goodbye 


( \НІМА ' wallowing ship of state is being 
readied for a new helmsman. On No- 
vember 9th the Communist party's Central 
Committee, after four days in secret session, 
ccepted the resignation of Mr Deng Xiao- 
ping as chairman of the Central Military 
mission. His replacement is the party's 
general secretary, Mr Jiang Zemin— 
how long this 63-year-old polyglot will 
ЇЧ on to the bridge remains in doubt. 
China's leadership struggle has yet to be 
tled. While he lives, the 85-year-old Mr 
z, although now bereft of any office, re- 
ins China's paramount leader, taking the 
st decisions and in a position to protect 
protégé, Mr Jiang. But when Mr Deng is 
d, why should the party and the army fol- 
Mr Jiang! He has no military back- 
d, and is the third party boss in three 
Many believe that Mr Deng's third 
is also third-rate. Power is still to be 
t for, not least by China's ambitious 
resident, General Yang Shangkun. 
General Yang, 82 but very fit, is to be 
he Central Military Commission's new se- 
Mor vice-chairman. His younger brother, 
al Yang Baibing, uie the commis- 
secretary-general while remaining po- 
director of the army. Pity the losers in 
succession battle now being plotted. 
have more pity for China's peo- 
wretched 1.1 billion of them. They 
re the unconsulted victims of an economic 
isis whose solution lies outside the party's 
gination. To defeat inflation, which in 
ast year has risen to more than 3096 
irred memories of China's pre-Marx- 
aos, the party is using the blunt instru- 
nent of austerity: restrictions on credit, 
pending and investment. But instead of us- 
ng these weapons against inefficient state- 
owned factories, the party is aiming them at 
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the private sector, which has delivered all of 
China's growth since Mr Deng introduced 
his economic reforms a decade ago. 

China’s Economic Daily said this week: 
"Advocates of а market economy 
want... private ownership and a multi- 
party system." But such East European dar- 
ing is not to be countenanced, and the result 
is a slide into stagflation. Industrial output is 
being checked to a growth rate of 796 this 
year, down from 17.796 last year; urban un- 
employment is doübling in a year to more 
than 4m. The underemployed in both cities 
and countryside are scores of millions more; 
and inflation hits all on fixed salaries. The 
programme of austerity, planned to last for 
another three years, could be as damaging as 
the economic fever it is designed to cool. 

At least some of the Central Committee 
realised as much. Reading between the lines 
of China's press, it seems that closet liberals 
argued for an easing of the programme to 
avoid economic collapse and social turmoil. 

Perhaps so, but the advantage is clearly 
with central planners like the prime minis- 
ter, Mr Li Peng, and his deputy, Mr Yao 
Yilin, both of them determined to erase the 
reformist legacy of Mr Jiang's disgraced 
predecessor, Mr Zhao Ziyang. This week the 
Central Committee called Mr Deng “a bril- 
liant proletarian revolutionary" and a 
“long-tested leader of the party and the 
state". But if Mr Li and his ilk have their 
way, Mr Deng's reforming brilliance of the 
early 1980s will have been almost in vain. 
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A wondrous unity 


FROM OUR INDIA CORRESPONDENT 


d us big surprise of India's general elec- 
tion campaign is that the opposition is 
still united. In calling the election for No- 
vember 22nd, instead of waiting (as he had 
been expected to do) for early 
next year, Mr Rajiv Gandhi 
hoped that the opposition 
would not have time to pick 
candidates that all its diverse 
factions could live with. To 
general wonder, it did. 

The core of the opposition 
is the National Front, headed 
by Mr V.P. Singh. The Front is 
collected around the Janata 
Dal, which in turn is an uneasy 
merger of four national parties. 
So there was plenty of scope 
for things to go wrong within 
the Front. Then, the Front 
needed to come to an agree- 
ment with two other large op- 
position parties, the Bharatiya 
Janata party, with its Hindu 
following, and the Communist 
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How soiled is Congress’s hand? 













party (Marxist). 

In a week of round-the-clock sittings, 
the National Front hammered out its own 
list. It is to fight 315 of the 529 lower-house 
seats that are to be contested this month 
(elections for another 15 are to be held 
later). The other 214 contests are to be left 
to the Bharatiya Janata and the Commu- 
nists, which have reached their own share- 
out of candidacies. That alone may spell 
trouble for Mr Gandhi's Congress party in 
the northern states of Uttar Pradesh, Raja- 
sthan and Madhya Pradesh. By-elections in 
these states indicate that the Hindu party or 
the Communists have a good chance against 
Congress candidates. 

The opposition avoided friction by al- 
lowing local party people to name their can- 
didates. Non-Congress candidates who held 
seats in the previous parliament are mostly 
being allowed to stand again. 

As if opposition unity were not enougl 
Mr Gandhi also continues to be plagued b, 
the Bofors affair. On November 6th, Mr 
Babasaheb Bhosale, a former Congress chief 
minister of Maharashtra, asked for a judicial 
inquiry to decided whether Mr Gandhi had 
taken money from the Swedish firm in con- 
nection with its supply of guns to the Indian 
army. The prime minister has consistently 
denied that either he or anyone close to him 
had anything to do with Bofors. But what 
Mr Bhosale calls “а blot on the nation's 
honour” is bound to have an influence on 
voting. How much is one of the big ques- 
tions in the election. 

For what their opinion is worth, the ex- 
perts are now not giving Congress much 
chance of surviving as the ruling party. lt 
has never secured even half the votes cast. 
This time most pollsters are saying Congress 
can count on only 42-4496 of the vote na- 
tionwide. Because the opposition is, for 
once, united, that might mean no more than 
200 parliamentary seats for Congress, we 
short of what it needs to form a government. 
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&orean Air. We have one of the most modern fleets in the world. And when youre on board, 
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In Singapore 
where else 
but the 
Shangri-La. 














Fifteen acres of rich 
tropical gardens in the 
very heart of the city 

Luxurious standards of 
service found nowhere else 

It could only be the 

Shangri-La Singapore. One 





of the world's finest hotels 
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SINGAPORE‏ 
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SHANGRI-LA HOTEL, 22 ORANGE GROVE ROAD, SINGAPORE, TEL: 737 3644. TLX: 21505 SHANGLA RS FAX: 733 7220/733 1029 


SHANGRI-LA INTERNATIONAL: BANGKOK (2) 236 777? + HONG KONG (5) 810 7782 • KUALA LUMPUR (03) 230 6248 * SINGAPORE 737 3644 « AUSTRALIA (008) 222 448 * LONDON (01) 581 4217 
* GERMANY (0130) 6649 * TOKYO (03) 667 7744 * USA & CANADA (800) 457 5050 
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Music To Your Ears. 

Intemational business travel sounds glamorous. But you, of course, know it’s exhaust- 
ing. Maybe that's why so many of our guests return to the Jianguo. It's a tradition — just 
like our Sunday concerts 

Everything about the Jianguo is special — from our unique water garden to our caring 
service. We have only one standard in all things ... excellence 

Excellence has always been a Jianguo tradition 
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The unbudgeable tenant 


of Baabda 


667 T HE general is dead, long live the pres- 
ident." Actually, the headline in the 
pro-Syrian newspaper was just another piece 
of wishful thinking. Mr Rene Muawad, the 
Christian lawyer whom Lebanon’s decrepit 
parliament chose as president on November 
5th, will not be moving into the presidential 
nalace at Baabda just yet. It is still occupied 
y General Michel Aoun who, contrary to 
the wishes of Syria and of many of his fellow- 
Lebanese, is pugnaciously alive and kicking 
out at the men he accuses of betraying him. 
The election of President Muawad took 
place in circumstances that were bizarre 
even by Lebanon's standards. The parlia- 
ment should have chosen a president back 
in September 1988, at the end of President 
Amin Gemayel's term of office. When it did 
not, Mr Gemayel left General Aoun, the 
Maronite army commander, in charge of an 
interim administration which the Muslim 
deputies refused to recognise. The Chris- 
tians and Muslims set up rival governments, 
parliament stopped meeting and its elderly 
deputies (left over from Lebanon's last gen- 
eral election, 17 years ago) faded into semi- 
retirement. 
There they prudently stayed, even while 
General Aoun spent half a year running a 
futile artillery war against the Syrian army. 


His plan was to attract the world's attention 
and so shame or force the Syrian occupiers 
to go home. He attracted attention well 
enough, but the outcome was unexpected. 
At the end of September the Arab League 
called for a truce, rounded up the deputies 
and flew them off to a remote resort in the 
mountains of Saudi Arabia. There, to Gen- 
eral Aoun's horror, they endorsed a new 
constitution that put an end to the Chris- 
tians' formal domination of Lebanese poli- 
tics but failed to kick the Syrians out. 

The general called the deputies traitors 
and their peace agreement an "unpardon- 
able crime". So bitter were his fulminations 
that most of the Christian deputies pre- 
ferred to go to Paris rather than back to 
their homes in the Christian enclave over 
which he presides. That, curiously, gave 
them a chance to carry their defiance a des- 
perate step further. 

General Aoun received word a week ago 
that 26 Muslim deputies had set off in a con- 
voy from West Beirut—presumably to hold 
a meeting of parliament. He rushed out a de- 
cree abolishing parliament; parliament re- 
fused to be abolished. Instead, 30 Christian 
deputies were flown by charter jets from Par- 
is to a Syrian-controlled airfield at Klaiat in 
north Lebanon. There they met their Mus- 





This lot of Christians likes the new president 
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Surviving 


FROM А )NDENT IN BEIRUT 
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OLITICIANS split Lebanon into 
squabbling enclaves. Business 
men try to keep it a single economic 
unit. By and large, despite 14 years of 
civil war, the businessmen have suc- 
ceeded, though this year's fight be- 
tween General Michel Aoun and 
Syria came close to defeating them. 
From September 1988 Lebanon 
had no government and two prime 
ministers. Yet fruit and vegetables 
grown in the Syrian-occupied Bekaa 
valley, in the Druze-controlled Chouf 
mountains and by Shias in the south 
flowed freely to Christian East Beirut. 
Manufactured goods went freely the 
other way. The central bank contin- 
ued to pay government employees on 
both sides. Each month a van carry- 
ing millions of Lebanese pounds 
passed without hindrance through 
Syrian checkpoints in West Beirut to 
General Aoun's soldiers in the east. 
The single economy barely sur- 
vived what came next. For six months 
shells rained down on all parts of Bei- 
rut, its hinterland and the surround- 
ing coast. The Syrians blockaded the 
Christian enclave by land and sea. 
Beirut port, which handles 70% 








% of 
Lebanese imports, was shut down: in 
the first 15 days of the blockade, 
75,000 tonnes of goods bound for 
Beirut piled up in Cyprus. Shelling 
closed Beirut airport, which cost the 
national carrier, Middle East Air- 
lines, more than $500,000 a day. 

The Christian enclave suffered 
most. The price of black-market pet- 
rol reached $6 a gallon. Industrial 
output fell by 60%. Bur West Beirut 
suffered too, and Muslim farmers 
were cut off from the large Christian 
fruit and vegetable marker. Leba- 
non’s unemployment rate doubled to 
over 30%, 

Six weeks after the ceasefire, the 
Lebanese are rebuilding. Some 5,000 
buildings, including ten hospitals, 
were hit in the fighting. But some 
things cannot be repaired. The half- 
year war led to a flight of skilled peo- 
ple despairing of their fissiparous na- 
tion. Doctors, engineers and teachers 
were among the 250,000 who fled, 
many for ever. 
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-. lim colleagues, ratified the new constitution 
_ from Saudi Arabia, and elected Mr Muawad 
- president. Within minutes General Aoun 

had declared what they had done unconsti- 
3 tutional. "It is", he said, “as if it did not hap- 

n. 

Since it did happen, the question is 
_ what happens next. The new president has 
the support of Lebanon’s parliament, of Syr- 
ia, of the Arab world, of the Vatican and of 

_ most influential outsiders including the So- 
Viet Union and the United States. Leba- 
non's Sunni Muslims like him, too (though 
— some Shia and Druze warlords find the new 
- constitution insufficiently “Arabist”). But, 
for the moment, General Aoun has the sup- 

— port of the Lebanese army, and therefore 
— controls East Beirut and the Christian en- 
_ Clave in Lebanon. Mr Muawad, unable to 
^ enter the enclave, is setting up shop under 

- Syria's protection in West Beirut. 


- Evicting the squatter 
Lebanon has not had a proper government 
— for many years. But if General Aoun persists 
- in dismissing Mr Muawad as a Syrian pup- 
pet, and so forces his rival to establish an 
“administration outside the enclave, the 
country will have taken a giant step towards 
| partition. To prevent that, both Syria and 
"the new president would dearly welcome the 
-general's abrupt disappearance. 
© Syria can be rather good at arranging 
abrupt disappearances: it is often accused of 
- having murdered President Bashir Gemayel 
_ at a moment convenient for itself in 1982. 
General Aoun, who seldom ventures from 
"his bunker at Baabda, would be a harder 
~ man to kill. If his enemies want to loosen his 
< hold on the enclave without using military 
- means, they will have to exploit the growing 
divisions inside іс. 
—. A day after the election of the new presi- 
"dent, thousands of youthful demonstrators 
"thronged the battered Baabda palace yelling 
| their support for General Aoun. But Chris- 
tian solidarity is crumbling. It is not only the 
Christian deputies who have broken ranks 
with the general. The Phalangist radio sta- 
‘tion has welcomed President Muawad's elec- 
‘tion, as has General Antoine Lahd, who 
runs the Israeli-backed Christian force in 
iouth Lebanon. When the Maronite patri- 
arch, Nasralla Sfeir, refused to criticise the 
election at Klaiat, Aoun loyalists rampaged 
through his residence in Bkirke. The humili- 
- ated patriarch fled north to Diman, in Syri- 
an-held Lebanon. President Bush called his 
treatment by the general’s supporters 
"deeply offensive". 
He will be missed. The patriarch has 
been a conciliator—not only between 
Christian and Muslim but also between two 
"different schools of thought within the 
Christian enclave. One school favours dia- 
logue and eventual compromise with Leba- 
non’s Muslims. The other believes that the 
Christians in Lebanon are threatened by 
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their Muslim surroundings and therefore fa- 
vours the creation of a separate Christian 
canton—in other words (words seldom used 
openly) the partition of Lebanon. 

General Aoun, paradoxically, belongs 
firmly in the first camp. His actions may be 
pushing Lebanon towards partition, but he 
proclaims to all who will listen his desire for 
a united Lebanon free of foreign occupiers. 
True Christian separatists are concentrated 
in the Lebanese Front, an alliance of right- 
wing parties dominated by Mr Samir Gea- 
gea, who commands the militia known as 
the Lebanese Forces. Mr Geagea and the 
general made common cause against Syria, 
but are deadly rivals. Many of Mr Geagea's 
men resent the damage the general has in- 





Iran 


flicted on the Christian enclave by his fight 
with Syria. The Lebanese Front's preferred 
Strategy was to nurture the economic and 
military strength of the enclave in readiness 
for “federalism”. 

Mr Geagea may be a tool Lebanon's 
new president can use to prise the enclave 
out of General Aoun's grip. The Lebanese 
Forces have scores to settle with the gener- 
al's soldiers. But President Muawad will 
need to proceed with caution. For all his 
strategic ineptitude, General Aoun is still 
seen by a lot of Christians—and, quietly, by 
a few Muslims as well—as the man who 
dared to fight for a united Lebanon free of 
Syria. That is the fight Lebanon's history 
has always been about. 





The hobbling of Rafsanjani 


RESIDENT Ali Akbar Rafsanjani is a 

powerful man. But he is less powerful 
than outsiders hoped he would be. Weaning 
Iran from revolution—the hope vested in 
him—was never going to be easy, and Mr 
Rafsanjani has held the top job for only 
three months. Nonetheless, the early signs 
are less than encouraging. So far, his efforts 
to improve relations with the West and to 
liberalise the economy have been under- 
mined by those who think they betray the 
revolution. This is bad for Mr Rafsanjani, 
for Iran and for those hopeful outsiders. 

Whenever Mr Rafsanjani makes a move 
to the centre, the radicals step in to spoil it. 
The president wanted November 4th, the 
tenth anniversary of the seizure of the 
American embassy in Tehran, to pass qui- 
etly. But Mr Ali Akbar Mohtashemi, the 
former interior minister, organised a hyster- 
ical anti-American demonstration. The 
president offered to help free American hos- 
tages in Lebanon if America stopped its 
"bullying ways" and unfroze Iranian assets 
in American banks (which it has now partly 
done). But on November Ist the majlis, 





Iran's parliament, passed a law allowing Iran 
to arrest wanted Americans anywhere in the 
world—a tit-for-tat response to ап Ameri+ 
can decision in June to allow its law-enforce- 
ment people to arrest accused terrorists out- 
side the United States. 

Mr Rafsanjani has proved powerless to 
control the wild men. On November Ist a 
Saudi Arabian diplomat was shot dead in 
Beirut by terrorists linked to Hezbollah, a 
pro-lranian Shia group. Hezbollah mur- 
dered him in protest at the execution by 
Saudi Arabia of 16 Kuwaiti Shias convicted 
of planting bombs in Mecca. It may be 
rather more than coincidence that Mr 
Mohtashemi met Hezbollah officials in Bei- 
rut only days before the shooting. 

Although Mr Rafsanjani is nominally in 
charge of security, the armed forces, the 
Revolutionary Guards, the administration 
and the economy, his ability to change Iran 
seems limited. Reform legislation can be 
blocked either by the majlis (half of whose 
members are radicals) or the Council of 
Guardians (where radicals are strong). Old 
revolutionaries who consider themselves 
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The Competitive | | Strategic Market | 
Environment | | Planning | 








=ч 


IORDANIA A RU А 





. Human 
Resources 


SEES 









Strategic 
Advantage 











Analysis of | 





For further information on this five-day programme, please contact John McGee, the Programme Director. 


», Templeton College 


| Ar Oxford OX! SNY Tel(0855]735422 Telex 83147 atin TEMCOL Telecopie [0865] 736374 

















BERKELEY EXECUTIVE EDUCAT 
University of California, Berkeley 





po > Competitive Marketing Strategies: Management Development, July 22-27, 
For High-Tech Products, March 4-9, Berkeley 
Berkeley, and Oct. 14-19, Sturbridge, Mass. » Competitive Strategies and Public 
For Service Businesses, July 15-20, Berkeley ^ Policies for Telecommunications 
For Consumer Products, Sept. 23-28, Berkeley Companies, Nov. 4-9, Berkeley 
ч» Advanced Strategic Market Planning and P The Berkeley Program in Executive 
Analysis, March 11-16, Berkeley Compensation, June 10-15, Monterey, Calif. 
i 
Corporate Financial Management and $ Custom-Designed Programs 
Strategy, May 13-18, Monterey, Calif. | y 
MP The Berkeley Executive Program, For further information: Betty R. Robinson, 
... Sept. 30-Oct. 26, Berkeley Administrator, Berkeley Executive Education, 
: ; University Extension, Dept. 587, University of 
D Managing High- Technology Companies, California, Berkeley, California 94720, USA 
" March 25-30, Berkeley, and Oct. 14-19, Sturbridge, © Telephone: (415) 642-4267, ext. 587 
Mass. Fax: (415) 643-8683 
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Lombard 

the British Bank 
with a history of 
making money 
grow 


When you open a deposit account with Lombard you know 

are entrusting your money with a major UK Group with 

history of business in the world of finance spanning more 
han 125 years. 


And we are one of the largest banking subsidiaries in the 
tional Westminster Bank Group, itself one of the biggest 
-banking groups in the world. 


_ Our range of Sterling savings and deposit accounts 
provide total investment flexibility, with the minimum of 
restrictions and a good return on your funds. 


san added benefit for non residents of the UK all interest 
paid without deduction of tax at source. 


ith our experience, our standing and our reputation you 
f! rest assured your money will be in safe hands and 
your account operated in the strictest confidence. 


know more about 








1 The location of our West End Deposit Office, 
ee Garter, PLC 38a Cuzon Street, Landon ИП 
Banking Services Department 635, 
38a Curzon Street, London WIA TEU. 18A 


Please send me, without obligation, a copy of your deposit account 
rochure and current interest rates. (PLEASE WRITE IN CAPITAL LETTERS ) 





ME (Mr/Mrs/Miss) 






















Registered in England 


t 
"REM RACES No. 337004 
_ Registered Office, 
r Lombard House, 
3 Princess Way, Redhili, 


ў А Surrey АНІ INP, England 
xl z 3 
î The Complete Finance Sevice MEUM member of the Nationa! 
Westminster Bank Group 
whose capital and reserves 
exceed £4,800,000,000. 


- Deposit Accounts 






















` Newly Published: 
International 

Accounting and 

Auditing Trends 


A comprehensive two-volume study (1,332 pages), 
including: 





International Auditing Trends 


• Analysis of the Global Network of the Offices of 
international Accounting Firms 


ə Global List and Analysis of 16,000 Clients 
Audited by International Accounting Firms in 
46 Countries 


* How to Undertake Competitive Analysis Among 
International Accounting Firms: Issues 
and Answers 


e Analysis of Audit Fees in 9 Countries 


International Accounting Trends 
* Accounting Standards in Practice in 24 Countries 


* Trends in Financial Statements of Banks and 
Insurance Companies in 22 Countries 


• How to Analyze International Annual Reports: 
Issues and Answers 


• Sample Annual Reports for Multinationa 


Corporations К 
e Lexicon of 600 Accounting Terms in 8 
Languages with English Translation 
المت سپ قىسىپ شم مي ها‎ ааа 
Send us_____. copies of International Accounting 


and Auditing Trends at US $295.00 per copy (plus $10 
shipping in North America, $40 outside North America). 





D Check enclosed Û Send an invoice 


Name 





Title/Department 





Firm 








Address... 





City 





State Postal Code 





Country. Phone 


CIFAR 


Center for International 
Financial Analysis and Research, dne. 
601 Ewing Street, Princeton, New Jersey 08540 USA 


Phone: (609) 92 1-0910 Fax: (609) 921-0216. « 
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If you can't choose, take both 


“WASHINGTON, DC 






O CHARACTERISE the 

1990 defence authorisation 
bill, agreed this month after weeks of 
wrangling, as a victory for the pork- 
barrel lobby is true—but misses the 
point. Congress indulged in an orgy of job- 
protection at the expense of strategy, keep- 

ing weapons that the Defence Department 

had asked it to kill. Yet beneath the shop- 

ning spree there lurks an important and gen- 

ie debate on how to squeeze a defence 

dget in lean times. Should innovation be 

sacrificed to improve existing weapons, or 
vice versa? 

Times certainly are lean for the Penta- 
gon. If the defence appropriations bill now 
being crafted on Capitol Hill follows the 
pattern set by the authorisation bill, as it 
usually does, the Defence Department will 
be given the authority to spend $295 billion 
in fiscal 1990. This is not necessarily the sum 
the Pentagon will spend next year: about 
half of that will come from previous appro- 
priations. In procuring weapons, the Penta- 
gon spends 7-1 4% of appropriated money in 
the first year. But this is now the fifth con- 
secutive year in which Congress has cut de- 
fence’s real budget, and those cuts are begin- 
ning to hurt. Under President Bush, who as 
a candidate. promised 2% real increases in 
the defence budget, the Pentagon will get 
less. than the zero growth talked of by Mr 
Michael Dukakis. 

There could be less to come. The 
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Gramm-Rudman deficit-reduction law is 
supposed to cut $16 billion from the federal 
budget this year, unless retrospectively 
stayed by Congress in the next few weeks, 
and half must come from the Pentagon’s 
budget. Yet Mr Bush is unworried. Republi- 
cans at both ends of Pennsylvania Avenue 
would like Gramm-Rudman to take effect. 
They say it will cut only about $3 billion 
from the Pentagon’s actual spending this 
year, since some of its current-year cuts will 
affect future spending and there are ways 
under the law to count transfers between ac- 
counts as "savings". 

Democrats deny this, and a hearing of 
the Senate Armed Services Committee on 
November 8th revealed that the Pentagon 
agrees with them. The Defence Department 
comptroller, Mr Sean O'Keefe, said that the 
department's budget authority would be be- 
tween $7.4 billion and $12 billion below the 
level of fiscal 1989 in nominal terms. These 
cuts would hurt. Mr O'Keefe forecasts а 
manpower decline of 170,000 by the end of 
the fiscal year. The service chiefs talk of a 
1096 cut in active-duty forces. 

Yet the administration's five-year plan 

























































for defence spending still blithely: f 
steady real increases. By adding in 
fied savings and assuming annual i 
of 1.7%, che five-year plans find room 
sorts of expanding programmes. Bur wi 
real growth, plus Gramm-Rudman cu 
year, the Defence Department. wil 
$160 billion less to play with over thi 
years. | 
The problem is seer: most clearly ш 
Strategic Defence Initiative. This 
gramme is still intended by the Bush а 
istration to expand steadily unt 
about $8 billion or so a veat: 
the administration asked for $4.9 
20% more than last year, and © 
granted $3.8 billion, about the same 
fiscal 1988. This was spi's first real cut 
the star warriors are uncertain how tc 
spond. They have redefined the 
gramme's purpose so often that anothe 
tempt might be fatal. Yee the star wars 
has provoked only token complaints 
the administration. Mr Bush and ma 
his cabiner—-with the conspicuous: 
tion of Vice-President Dan Quayl 
content to see SDL returned quietly to 
laboratory and the money spent else 
They just dare not say so, for fear of tr 
on one of Mr Reagan's most beloy 
cies and of angering their right wing. 
In presenting his budget req 
April, Mr Richard Cheney, the dete 
retary, tried to take some hard cho 
thing his predecessors were alway 
ticked off by Congress for not doing. Е 
proposed to end several weapons’ pro 
grammes, among them the Navy's Fi 
fighter, built by Grumman, and the Marin: 
Corps’ v-22 Osprey, a Bell-Boeing machi: 
that takes off like a helicopter but flies Ши 
an aeroplane. 
In both cases he failed. A furious ad 
vertising campaign in favour of both airera 
in all the Washington newspapers, plus th 
stubbornness of congressmen from Long f 
land, where the Е-148 are built, saved th 
aeroplanes. The Osprey, still being deve 
oped, lives for at least another ye 
Grumman can build 18 2145 (chough i 
first sign an agreement not to build 
more after that). This is simple pork-bar 
"Any relationship to national security 
this bill is purely coincidental,” says Ke 
sentative John Kasich, a Republican wi 
genuine interest in defence. 
To win these concessions, the H 
Armed Services Committee had to give 
the Senate ori most of the radi 
the House had asked for. A 
right-wing Republicans and fef 
crats had removed from the Ho 












г for the Midgetman missile an 
eld up the B-2 Stealth bomber. The final bill 
as much closer to the Senate’s version: 

I billion for both mx and Midgetman 

ıissiles, $4.4 billion for two Stealth bomb- 
ers this year and five the year after. 
In sum, all strategic options are kept 
pen: Stealth bombers, в: bombers, Tri- 
ent submarines, rail-garrisoned MX mis- 
les, Midgetman missiles. This may be good 
tactics while the strategic-arms reduction 
talks continue, but it does not come cheap. 
Everybody knows that something will have 
be cut at some point. 

Next year, perhaps in the wake of a 
[ART agreement, strategic systems will 
spark interservice rívalry—and congres- 
sional scepticism. The Stealth bomber will 
ive to prove it can evade radar better than 
cruise missile; the Midgetman will have to 
sound cheaper; and the Navy will argue to 
ep the Tridents it wants. The temptation 
argue that only two of the three legs of the 
ad are needed will be strong. 

The Pentagon much prefers not to cut 
Ocurement programmes, but to eat in- 
itead into operations and maintenance, or 
even troop numbers. This is how Mr Melvin 
Laird, as defence secretary, managed the 
raction of the defence budget in the 
rly 1970s, when the build-up for the Viet- 
m war went into reverse. He preserved re- 
irch and development, to maintain a tech- 
logical lead, and kept procuring new 
apons, but gradually allowed the "readi- 
ss" of the services to decline. 
' Some congressmen argue that Mr Che- 
is following a similar road and that it has 
eady begun to affect combat readiness. 
ecommended a cut of nearly $4 billion 
the $90 billion budget for operations and 
intenance, while increasing the money 
‘weapons’ procurement. Better, argues 
epresentative John Spratt of South Caro- 
ina, to keep existing weapons and improve 
hem than cancel programmes and replace 
m. with more futuristic and expensive 
nes. He gives as an example the Army Heli- 
opter Improvement Programme, which Mr 
 heney wanted to kill, but Congress has 
ived, as a cheaper alternative to buying 
w helicopters. But the generals will always 
efer new toys to old. 




















R an unbroken succession of 105 
White mayors, New Yorkers on Novem- 
Тер elected their first black one: Mr Da- 
id Dinkins, a barber's son from West Har- 
m. When the celebration is done, Mr 
linkins's first need will be to ‘deflate the 
reat expectations raised by loose promises 


had ^ 





















































made during his campaign. 

A correctable deficit of up to $1 billion 
(or 3-496 of revenue) ín the city's budget 
next year will soon get out of hand if Mr 
Dinkins, a Democrat, fulfils his pledges to 
provide drug treatment on demand, to put a 
cop on every subway train, to house the 
homeless, to improve the schools and to re- 
ward the municipal unions for helping him 
squeak a 50-48% victory over his Republi- 
can opponent, Mr Rudolph Giuliani, in a 
squalid election campaign. 

To steer clear of trouble, the new mayor 
will have to follow the lead of a famous 
predecessor, Mr Fiorello LaGuardia, who 
announced after his election: “My first 
qualification for this great office is my mon- 
umental personal ingratitude”. Fortunately 
for Mr Dinkins, New Yorkers are not lip 
readers; they do not take seriously election 
promises to keep taxes down. So the new 
mayor has some room for manoeuvre. 










How he will use it remains opaque. All 
who know the mayor-elect well describe Mr 
Dinkins as decent and likeable. He looks 
like Uncle Ben on the rice packets: a 62-year- 
old with white hair, a neat moustache and 
an easy smile who calls everybody “buddy”, 
prefers hugs to handshakes and spends most 
of his spare time on the tennis court. The 
big doubts centre on whether he is decisive 
enough to run such a boisterous, often noi- 
some, city as New York. The borough of 
Brooklyn alone has more people than Hous- 
ton; the Bronx, Manhattan and Queens 
each have a larger population than Detroit. 

The city's problems are daunting: vio- 
lent street crime, exacerbated by crack; hos- 
pitals and schools that represented the state 
of the art in the 1920s but are now munici- 
pal archaeology; the worst AIDS epidemic 
outside Kinshasa; racial tension that quickly 
snaps into hate; and tens of thousands of 
homeless people. As the borough preside 
of Manhattan, the job he resigned to run fur 
mayor, Mr Dinkins's instinct was always to 
call in the experts or to set up a commission 
when a difficult issue arose. He will have to 
do better as mayor. 

His intelligence is not in question. He 
has а cum laude degree in mathematics from 
Howard University. But multiple minor 
scandals about his financial affairs suggest, 
to put it charitably, that he is sloppy in his 
handling of money. He is also disorganised. 
His inability to keep to a timetable in the 
campaign provoked. jokes within the 
Dinkins camp about their candidate operat- 
ing on CPT: coloured people's time. 

New Yorkers are, it seems, already be- 
ginning to regret rejecting Mr Ed Koch, 
their mayor for the past 12 years, in the 
Democratic primary election on September 
12th. A pre-election Gallup poll indicated 
that Mr Koch could have defeated both Mr 
Dinkins and Mr Giuliani had his name an- 
peared on the ballot paper as an indepe 
dent on November 7th. : 

The premature nostalgia for Hizzoner 
(now described by Mr Dinkins as “our se- 
nior statesman”) is explicable. Mr Giuliani 
made his name as a prosecutor. He still looks 
and sounds the part, though his outlook was 
broadened and mellowed by the campaign. 
Mr Dinkins is a clubhouse politician. He has 
spent the past 30 years winning favour by 
doing favours and was loth to quit as Man- 
hattan borough president to run for mayor. 

He did it only after a private poll indi- 
cated he could win, and after being told by 
the city’s most prominent black politicians 
that he had a duty to run. Their preferred 
candidate was Mr Charles Rangel, the con- 
gressman for Harlem, but he is committed to 
federal politics. So Mr Dinkins was drafted 
instead. He has, for a Harlem politician, the 
unusual advantage of being acceptable to 
the larger black groups in Queens and 
Brooklyn. 

Mr Dinkins took more than nine out of 
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ten of the votes cast by blacks on November 
7th and two out of three votes cast by His- 
panics. But his margin of victory was deri- 
sory in a city where Democrats outnumber 
Republicans five to one. His early 33% lead 
in the opinion polls crumbled under the 
weight of doubts about his personal integ- 
rity. He scraped by in the end only because 
about 30% of white voters decided that he 
was a black who promised racial tranquillity 
rather than turmoil. It helped that the more 
confrontational black politicians kept out of 
sight—especially the Rev Jesse Jackson, who 
is anathema to many New York Jews. 

Not all the new mayor's campaign aides, 
known in Harlem as “the fat boys”, are im- 
pressive. But in New York talented people 
have always been prepared to do their bit for 
the city. His brains trust already includes Mr 
Felix Rohatyn, the investment banker who 
masterminded the city's escape from bank- 

ptcy in the late 1970s, Mr James Robin- 

-evn, the chairman of American Express, and 

Mr Joseph Flom, perhaps Wall Street's 
shrewdest takeover lawyer. 

Whatever happens, Mr Dinkins will 
provide one great service to the city. He will 
attract into its government many more tal- 
ented black and Hispanic middle-class pro- 
fessionals, and probably some Asians too. 
As lrish, Italian and then Jewish politicians 
won city elections, they each widened the 
talent pool by bringing in their hyphenated 
Americans. Now it is the turn of the Afro- 
Americans to perform that duty too. 


— | 
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For those who made it possible 


ISS MAYA LIN, who designed the Vietnam memorial-wall in Washington, has 
created an equally simple memorial in Montgomery, Alabama, to the people 
killed in America’s battle for civil rights. Forty names, and an outline of the times from 
1954 (when the Supreme Court ruled against segregated schools) until 1968 (when 


Martin Luther King was assassinated), are chronicled on a bowl-shaped table of black 
granite, with a curved wall behind it. A few of the names are famous, many more are 
unknown except to the families who came, when the memorial was dedicated on No- 
vember 5th, to touch the engraved words under the water that flows gently on the 


black table top. 








City halls turn blacker 


CLEVELAND 


LACK candidates swept into city halls 

all round the country in this week’s 
elections. Seattle, whose population is only 
10% black, got its first black mayor. So did 
New Haven, Connecticut, which is 3096 
black, and Durham, North Carolina, 4796 
black. Cleveland, half-black, half-white, was 
the first big American city to elect a black 
mayor. That was 20 years ago. This year it 
had two black candidates, both Democrats, 
to choose between; it chose Mr Michael 
White, a state senator, in preference to Mr 
George Forbes, the president of the city 
council. 

The two men, competing for the white 
vote, fought a particularly dirty campaign 
during which Mr White was accused of beat- 
ing both his former wives and Mr Forbes of 
using bad language and throwing chairs at 
council opponents. Mr Forbes was not 
helped by being the better known of the 
two: during his term as council president he 
had managed to alienate white Cleveland- 
ers. The outgoing (white) Republican 
mayor, Mr George Voinovich (who had 
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worked with him closely in trying to revive 
the city’s economy), refused to endorse him. 
Mr White’s theme that it was time for a 
change did the rest. 

He inherits a city that has come back 
from the dark days of the 1970s when it 
went bankrupt. About $1 billion is being in- 
vested in new tower blocks in and around 
the city centre. But two-fifths of the city’s 
population (500,000, down from Im in 
1950) have incomes below the federal pov- 
erty line. Mr White is an energetic man but 
he could be hampered by his no-new-tax 
promise. 

Seattle’s first black mayor, Mr Norman 
Rice, should have an easier time. Seattle is 
not without problems but survey after sur- 
vey votes it the best American city in which 
to live—a distinction that has not pleased 
locals keen to discourage further immigra- 
tion, which is particularly strong from Cali- 
fornia. As the Democratic candidate in a 
Democratic city, Mr Rice’s victory was not 
unexpected. But it was still a black coup. 
And Mr Rice won against a Republican 


whose main campaign promise was to end 
the school-busing that is trying to deseg- 
regate Seattle's schools. 

In this week’s other elections, there 
were two races for governor. Mr Jim Florio, 

a liberal Democratic congressman, won a 
dirty contest in New Jersey. Mr Douglas _ 
Wilder, a black Democrat, made history in 
his race in Virginia (see page 16). Mr Cole- 
man Young, the veteran black mayor of De- 
troit, easily retained his job despite a pater- 
nity suit by a former council employee. Two 
long-serving white mayors, Houston's Mrs | 
Kathy Whitmire and Minneapolis’s Mr 
Donald Fraser, also fended off challenges, 
without difficulty. 

But one very long-serving black | 
mayor— Washington's Mr Marion Barry— 
is in deep trouble. Mr Barry has been fight- 
ing charges that he uses cocaine. Now Mr 
Charles Lewis, a convicted drug dealer from 
the Virgin Islands, has testified in court that _ 
he has, on several occasions, supplied Mr ` 
Barry with crack. Mr Barry, dismissing the - 
allegations, insists chat he will run again for 
mayor next year. Should he change his” 
mind, it would leave the field almost clear 
for America's best-known black politician, 
the Rev Jesse Jackson, to win his first elective 
office. 

هه - 
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WASHINGTON, ОС 


р = loves to talk solemnly of 
the budget’s various trust funds. 
Members insist that the social-security 
trust-fund surplus, which supposedly 
safeguards pensions in the next century, 
must no longer be frittered away on cur- 
rent budget spending. After the Califor- 
nia earthquake, indignant voices de- 
manded that the balance in the highway 
trust fund be released to improve roads 
and bridges. Savers and spenders alike 
were talking hot air: in any sense that 
matters, the funds do not exist. 

There are ten big trust funds and a 
handful of tiny ones. The biggest is the 
social-security fund. In 1990 it will take 
in some $300 billion in payroll taxes, 
plus $16 billion of interest on its hold- 
ings of federal debt, and will pay out 
$247 billion in pensions and benefits for 
the disabled. The surplus of $69 billion 
will join its accumulated balance, which 
already stands at $229 billion and will 
swell over the next few years. 

Other big trust funds include the re- 
tirement funds that pay civil-service and 
military pensions (1990 surplus: $36 bil- 
lion). The Medicare fund takes in payroll 
taxes and premiums, and reimburses 
part of old people's medical costs. Its 
1990 surplus will be $30 billion, but it is 
expected to notch up deficits in the mid- 
1990s, as health-care costs soar. The air- 
port and highway funds take in taxes on 
air tickets and petrol to pay for federal 
infrastructure spending. In 1990 they 
will have a surplus of $2 billion bringing 
the unspent balance to $31 billion. 

Overall, the trust funds' 1990 sur- 
pluses will total nearly $150 billion 
(counting $60 billion of federal-debt in- 
terest, which merely strays from one fed- 
eral pocket to another). If all the funds 
were taken off-budget, the budget deficit 
would nearly double, even if that $60 bil- 
lion of interest paid into the trust funds 
were disregarded. With end-year bal- 
ances above $800 billion, the funds will 
hold a quarter of the national debt. 




























































Put not your trust in Congress 


No fewer than 17 bills now before 
Congress demand that some or all of the 
trust funds be moved off-budget to keep 
wicked people’s hands off them. A bid 
on November 7th to add one such bill to 
legislation raising the Treasury's debt 
ceiling narrowly failed, but Congress will 
return to the subject soon. Would the 
trust funds then be safe? No, because in 
the real world there aren't any. Their 
name implies accumulations of real as- 
sets for future spending. In fact, trust- 
fund spending is like any other govern- 
ment spending: it has to be paid for by 
taxes or borrowing, because the funds’ 
balances are all held in government pa- 
per. It is as if an indebted person had put 
aside a little nest-egg of savings consist- 
ing entirely of ous signed by himself. 


The real harm 


The funds do worse than confuse federal 
book-keeping. They could confuse real 
policy choices. Were they to be "pro- 
tected" by moving them off-budget, the 
government would need extra cash to fill 
the hole in its budget and stay within def- 
icit targets. The resultant higher taxation 
or lower spending that would be needed 
might be sensible or foolish; but that is a 
decision to be made on its merits, not on 
fantasy about trust funds. 

The funds also make it hard to debate 
the level and structure of social security 
and Medicare. As the cash transfer from 
young workers to the retired increases, it 
may be wise to consider cutting benefits. 
That would always be politically tough; it 
is made almost impossible by the fiction, 
engendered by the funds, that the bene- 
fits have already been paid for. 

Earmarked taxes like those that feed 
the highway and airport funds also cause 
trouble. The "right" level of spending on 
roads is unlikely to match exactly the an- 
nual yield from petrol taxes. Balances in 
the funds are greedily eyed by transport 
enthusiasts, who imagine they can be 
spent without budgetary cost. Earmark- 
ing also makes it hard to cut the budget 
deficit with the higher petrol tax that 
many congressmen now favour. 

So why not free the trust funds en- 
tirely and invest their surpluses in the 
private sector? Not least because govern- 
ment ownership of business is no way to 
promote growth, and only growth can 
ensure pensions, health care and roads. 
The honest, efficient answer might be to 
abolish the trust funds and their ear- 
marked taxes, and revert to pay-as-you- 
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go. But that would be asking for the sky. 





Cruising 


Sailing on 





Into danger? 


В: ANY standard, taking a sea cruise in 
the waters around America is one of 
the safest ways of spending a holiday. Since 
1967 only one passenger and one crew mem- 
ber have died in accidents aboard the inter- 
national cruise ships that call at American 
ports. Why then did the National Transpor- 
tation Safety Board recently paint a picture 
of danger at sea and call for new safety regu- 
lations for cruise ships? 

A couple of recent accidents have re- 
minded the NTSB of the potential for a disas- 
ter—and the weakness of its jurisdiction 
over cruise ships, nearly all of which sail un- 
der foreign flags. In. February, a Miami- 
based ship, Celebration, and a Cuban 
freighter collided in international waters. 
Three Cuban sailors died. The safety board 
wanted to set up its own investigation; C 
nival Cruise Lines, which owns the Celebra- 
tion, said that the matter must first be inves- 
tigated by Cuba and Liberia, where the ship 
is registered. 

The other accident, in March, was a fire 
aboard the Bahamian-registered Scandina- 
vian Star, bound for St Petersburg, Florida. 
There were tales of failed fire-fighting equip- 
ment, panic-stricken passengers and confu- 
sion among the crew. 

Such incidents explain the safety 
board's emphasis on fire-prevention and on 
giving the Coast Guard powers to enforce 
American safety rules on foreign-registered 
ships using American ports. But cruise lines 
are already required by American law to ad- 
here to strict international standards. The 
industry says it cannot understand why the 
NTSB has decided to get more involved. 

One answer may lie in the industry's 
success: cruising has boomed in the 1980s. 
America, Mexico, Canada and the Carib- 
bean together command about 4596 of the 


THE ECONOMIST NOVEMBER 11 1989 











neys starting in Miami. There is also a 
healthy trade from California to Mexico 
and from the north-west to Alaska. The 
number of passengers has been increasing 
by 10-1496 a year. This year an estimated 
3i m passengers will be sailing in ships that 
touch atan American port. 

Ten years ago, going on a cruise was nei- 
ther popular nor trendy. What changed 
things was a combination of economics 
(seven years of growth) and demographics 
(more over-50s), plus some creative thinking 
‚ by the cruise operators. 

Cruise lines no longer offer simple jour- 
neys to traditional sunspots. Nowadays the 
cruiser can choose out-ofthe-way places 
such as the Galapagos Islands or the Alas- 
kan fjords. Cruises based on a theme (Elvis 


7 esley, for example) or as venues for confer- 


^ Laces and business meetings are much in 


vogue. The newest trend is a short cruise to 
nowhere: the ship simply sails out to sea for 
a couple of days and then sails back again. 
Forty new cruise ships have been built 
or ordered during the 1980s; ten were 
launched in 1988 alone. And some of the 
ships are getting much bigger. Last year 








when completed, will hold 2,600 passengers. 

All of these, however, will pale beside a 
$1 billion ship being planned by the World 
City Corporation, of Oslo. If built, the 
Phoenix World City will look like a floating 
beach condominium, weigh 250,000 tons, 
carry up to 5,600 passengers and require а 
crew of 1,800. With leviathans like this 
upon the seas, government watchdogs will 
want to take a closer look. 





Las Vegas 
Music dies 


LAS VEGAS 


T Strip in Las Vegas is a gaudy cash 
register. For 24 hours a day tourists 
swarm along it gambling—gaming is the pre- 
ferred. euphemism—at roulette, craps, 
blackjack and poker or just pumping coins 
into slot machines. At night а neon-lit clown 
beckons visitors to Circus Circus (where ac- 
robats perform above the oblivious punt- 


ers), floodlit pseudo-classical fountains 
umns and statues adorn the presum 
parodying Caesar's Palace, and a fl 
rocket promises "The Sky's The Limit 
Bob Stupak's Vegas World. | 
Since early summer, a new in 
has been added to this melee. Union 
ets—alone or in groups of two or th 
pace forlornly outside some of thec 
sino-hotels, vainly trying to distract 
blers for a moment to their cause. Th 
cians Union of Las Vegas, Local 36 
strike, fighting the use of taped 
synthesised music. ` 
The dispute began at the end ol 
when the casinos’ contracts with La 
gas's musicians, bartenders and КИС 
wotkers ran out. The casinos agréed qui 
with the food and drink workers, but we 
unable to do so with the musicians. The 
sicians’ union is up against technology 
changing tastes: the trouble is that c 
do not really néed them anymore. 
Musicians in Las Vegas play eitt 
regular cabarets, repeating the same 
night after night, or in "celebrity rooms 
where stars—Frank Sinatra, Enge! 
Humperdinck—are on display. Five 
casinos—Bally's, Caesar's Palace, th 
mingo and Las Vegas Hiltons, and 





Gamblers' express 


LOS ANGELES 


O PROBLEM for Las Vegas in ex- 
de plaining why it would like to be at 
. one end of a high-speed train link with 
“southern California: its gaming industry 
would have a quick, flashy way to haul 
gamblers 250 miles across the Mojave 
desert from a teeming and wealthy mega- 
lopolis. Californian cities have had a 
harder time explaining their need to be at 
the other end of the high-speed conduit. 
Nevertheless, two districts in greater Los 
Angeles are vying to be the terminus. 

The proposal for a train using mag- 
netic levitation (maglev) or other super- 
high-speed train technology was first 
floated by gambling interests in Las Vegas 
ten years ago. The project, said promot- 
ers, would be built and operated privately 
with no government contribution. There 
was talk of an eventual extension of com- 
muter railways throughout car-saturated 
southern California. Officials in Los An- 
geles were eventually won over by the 
prospect of a privately financed showpiece 
of railway technology. 

Now both the California and Nevada 
state governments have climbed on 
board. They have appointed a bi-state 
commission to choose a route and select a 
contractor to build the line. If there are no 


big pitfalls, the $3 billion-4 billion line 





aml 


could be completed by 1995. 

The two Los Angeles districts compet- 
ing for the new railway terminus (see map) 
have come to be convinced that they have 
as much as Las Vegas to gain from the 
link. If the line veered north, say its advo- 
cates, it could double as a commuter ar- 
tery between the northern suburbs of Los 
Angeles: and a. new city airport at 
Palmdale. Advocates of an Anaheim ter- 
minus argue that their great local attrac- 
tion, Disneyland, could entice-as many 
tourists away from Las Vegas as gambling 







All aboard! 
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commission swung things in Anahiet 
direction: the southern route, it said 
could generate 5.7m round trips each yea 
by the end of the century, compared 
2.3m on the northern route. Palmda 
ficials, speaking of their airport, dis 
these findings. 

Another fight is about to erupt be- 
tween promoters of competing technol 
ogies. Bidders will have to show that the 
ideas for the train can compete with th 
airlines in both speed and price. This 
means they will have to run at no less than 
200 miles an hour. One German concern, 
Transrapid International, which operates 
a maglev train on a 20-mile test track ne 
Bremen, has already teamed up with the 
Bechtel Corporation to prepare a pr 
posal Bids are also expected from the 
builders of France's high-speed TOV train 
and Japan's bullet train (which both has 
long records of success in daily service; 
maglev is still experimental, and, ev 

if it works, could not link up directly 
with ordinary lines). 

In Las Vegas itself compani 
are competing for the right to 
build railways from the centr 
the airport and the Strip. 
short track, carrying a ma 
train, has already been started, 

is said to be so quiet that one of it 
stations will be built inside the 
library, above the main readin 
room. US 
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. Everything but music 


- Tropicana—decided that instead of paying 
_ the cabaret bands to play the same thing ev- 
ery night they would use either taped music 

or synthesisers, which can imitate almost all 


instruments. Atlantic City’s casino-hotels 
have already been doing this for some time. 

For the 150 or so employed musicians 
the threat was compounded by changes in 
Las Vegas's celebrity rooms. Until now, the 
musicians in these rooms have had annual 
contracts for 36 weeks of work whether they 
were needed or not. But the casinos have 
now decided that they can use tape, 
synthesisers or hire musicians as needed. 
Most of today’s new stars like to use their 
Own musicians anyway. 

Some of the old-style entertainers have 
backed the union. Mr Sinatra has said that 
he will not cross the picket line. So, at first, 
did Mr Wayne Newton, the embodiment of 
Las Vegas lounge-lizardry. He changed his 
mind after trying, and failing, to arbitrate 
the dispute. Others have complained that 
taped music limits their spontaneity. 

The dispute, now in its sixth month, has 
become a war of attrition, which means the 
union will probably lose. For every enter- 
tainer who will not cross the picket line, an- 
other will. And although one casino-hotel 
has bowed to aesthetic pressure and begun 
playing live music again, it bodes ill for the 
strikers that it hired non-union musicians to 
do so. 

















LOS ANGELES 


T WAS once America's best-selling af- 

ternoon daily. The Los Angeles Her- 
ald Examiner had a circulation of 
720,000 in 1962, when the Examiner 
merged with the Herald Express. Last 
week, when the now-morning newspaper 
closed its doors for good, circulation 
hovered around 238,000. That, in short, 
is what has happened to most “second” 
papers in America’s cities. 

Newspapers rarely fail because of edi- 
| torial quality. The Washington Star, 

| which folded in 1981, was considered 

| among the best newspapers in America. 
The Herald Examiner never enjoyed 
that reputation, but it was well regarded, 
to the end, for its aggressive local report- 
ing (this year, for instance, it broke the 
story on the mayor's financial dealings). 

The Hearst Corporation, which 
owned the Herald Examiner, is being 
blamed for its reluctance to change to a 
full-colour, tabloid format. But that 
would have cost at least $50m, and the 
paper was already reported to be losing 
$20m a year. 

The sad truth may just be that Los 
Angeles, like many other American cit- 
| ies, is incapable of sustaining more than 
—] one metropolitan English-language 
newspaper. What will happen to the 





When the presses stop 








Herald Examiner's readers tells the tale. 
The mighty Los Angeles Times (circula- 
tion 1.1m) expects to pick up no more 
than 50,000 new readers; the local or 
suburban papers (notably the Orange 
County Register) expect even fewer. The 
rest, presumably, either get the Times al- 
ready or will just watch television. 










































Student loans 


Be good 


STANFORD, CALIFORNIA 


CCUSE a graduate of being money- 
grabbing and the chances are he will 
blame the need to repay the loan that paid 
for his college education. But if he went to 
one of 24 law schools, or to any college in 
the state of Maryland, he could be saved 
from that dreadful fate by accepting a bar- 
gain: help with paying back his loan in re- 
turn for taking a low-paying public-service 
job for a certain length of time. 

The loan repayment assistance pro- 
gramme (LRAP) was first introduced by Har- 
vard Law School in 1974. For the next 12 
years Harvard was almost on its own. But in 
1986 the scheme began to catch on (though 
with 151 accredited law schools it has st 
some way to go). А 1989 law graduate mu, . 
well have a debt burden of $300-400 a 
month: a lucky LRAP participant will pay be- 
tween $200 (Cornell) and zero (Yale). The 
college pays the difference, with either a 
loan or a grant to the ex-student. 

À young lawyer taking a public-interest 
job will probably earn about $24,000 a year. 
By contrast, the average salary at a large pri- 
vate law firm is $46,000 (or $54,000 at a firm 
employing more than 100 lawyers). Surveys 
show that about 4096 of students entering a 
law school say that they would like to work 
with the poor rather than join the over- 
crowded field of ordinary civil litigation. But 
when they leave, few of them do. The Amer- 
ican Bar Association last year passed a reso- 
lution calling on all law schools—and fed- 
eral and state legislators—to establish 
LRAPs. And the students themselves are try- 
ing to expand the scheme. 

A coalition of law-student groups has 
formed the National Association for Publ 
Interest Law (МАРШ) based in Washington. 
A couple of weeks ago it held a convention, 
attended by some 800 students. And in Au- 
gust it produced its "Action Manual", 
which tells law students how to start, or to 
improve, an LRAP at their college. 

Maryland is the only state, so far, that 
has a full-blown scheme for helping students 
to do something useful and badly paid. Any- 
body who has studied at a Maryland college 
and then takes a job—legal, teaching, nurs- 
ing, social work, child care—that pays less 
than $40,000 a year will get some help: the 
exact amount depends on what is earned 
(the less that is earned, the greater the help). 
A doctor who decides to practise in Mary- 
land (so long as he goes in for humdrum 
medicine and not for fancier specialities) 
will get help in repaying his student loan re- 
gardless of where he studied. The Maryland 
scheme has been running for one year; simi- 
lar ideas are in the air. 
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The determination to excel, to achieve, to be the best. That's the spirit of Korea. That too, is the spirit o 
our untiring commitment to making your trip the best you've ever had. Next time you're flying to Kore: 


FLY THE SPIRIT OF KOREA TO KOREA. 
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HEY must be Palestinians we approve 

of, they must live in the West Bank 
and Gaza, they must not talk about an in- 
dependent Palestine or have anything to 
do with the Palestine Liberation Orga- 
nisation, they must accept our election 
plan—and you must take our side in any 
disagreement. 

Those, in a nutshell, are the assurances 
Israel wants from America in return for 
having accepted (on November 5th) Mr 
James Baker's five-point plan for holding a 
meeting in Cairo with a delegation of Pal- 
estinians. By accepting, Israel's prime 
minister hoped to earn an invitation, 



















Yes, Mr Baker, but... 


which America was hurtfully withholding, 
to see President Bush during a forthcom- 
ing visit to the United States. The first re- 
action of the American secretary of state 
was understandably cool. The PLO also 
wants assurances from Mr Baker before 
letting the meeting go ahead, and the two 
sets of assurances are predictably 
incompatible. 

The PLO’s formal position is that the 
Cairo meeting must be a first step towards 
an international peace conference in 
which the PLO will take part, and towards 
an Israeli withdrawal. In private, PLO offi- 
cials sound a little more flexible. But they 








iardians of Ayatollah Khomeini's legacy 
аге entrenched at every level of the bureau- 
cracy; many of the students who seized the 
American embassy occupy senior positions 
in the civil service. 

Two other men are also holding the 
president back. Mr Ahmad Khomeini, the 
ayatollah's son, is said to covet Mr 
Rafsanjani's job. He sits in his father's old 
house in north Tehran co-ordinating sup- 








porters of the “Imam’s line" and waiting for 
Mr Rafsanjani to stumble. Mr Ali 
Khamenei, the "leader of the revolution", 
used to be Mr Rafsanjani's ally, but has 
turned radical since inheriting his part of 
the old man's mantle. He has warned Mr 
Rafsanjani not to stray from "the straight 
line of the Imam.” That line led Iran straight 
to isolation and poverty. Mr Rafsanjani is 
still looking for that U-turn. 





Namibia's independence election 


Ballots, banners and barbecues 


FROM OUR AFRICA CORRESPONDENT 


HE build-up to Namibia's election was 
fraught with intimidation, fighting and 
high diplomacy at the United Nations. In 
the end, long queues were the main obstacle 
voters had to overcome, On November 7th, 
ve first of five days of polling, the lines be- 





Hot work, this freedom lark 
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OVAMBOLAND 


gan to form before dawn. As the sun grew 
fierce, some queues degenerated into mobs. 
At one polling station a baby was reportedly 
crushed to death. At two others the election 
supervisors, trapped inside by the crowd, 
had to radio for help. At a fourth, voters got 









are still adamant that some Palestinians in 
exile (and some from the annexed eastern 
half of Jerusalem) should take part in the 
Cairo talks, and that the delegation must 
be free to discuss the need for an Israeli 
withdrawal, not merely give its blessing to 
Israel's election plan. Israel rejects all 
these demands. Some members of its cabi- 
net say it has already offered too much. 

So far Mr Baker, caught in the middle, 
appears to be giving assurances to no - 
body—or not, at least, in public. Не wel ~ 
comed Israel's decision to endorse his five- — 
point plan but gave warning that this was 
merely the beginning of "a very long and 
complicated and difficult process". That, 
by Arab-Israeli standards, sounds almost 
optimistic. 








away through a window because the only 
door was blocked. | 

The queues moved slowly because the 
UN, which is supervising South Africa's con- 
duct of the election, is determined that ev- 
eryone should vote. Practically all adult Na- 
mibians, and hundreds of white ex- 
Namibians now living in South Africa, have 
been inscribed on the register: In parts of 
the country illiteracy is put at around 60%, 
so each voter receives a brief lesson from the. 
polling officer on how to mark a ballot. Even — 
so, a few are bound to make mistakes. There 
are ten parties to choose from, and their - 
symbols are easily confused. 

In such conditions, slick election man- 
agement can influence results. The two lead- 
ing parties, the South-West Africa People's _ 
Organisation (swaro) and the Democratic — 
Turnhalle Alliance, have toured villages — 
with lessons on how to recognise their sym- 
bols. Both have mustered fleets of buses and 
pick-ups to take their supporters to the poll- 
ing stations, which are sometimes as much 
as 25 miles from home. SWAPO asks to be re- 
warded for fighting a 23-year war against - 
South Africa's occupation of Namibia. The 
DTA calls the SWAPO men communists. 

The campaigns of the two parties dif 
fered markedly. In the northern province of ' 
Kavango, the DTA is run by an ex-major in 
the South African army with a neck nea 
as broad as his head. His SWAPO counterp 
is a former teacher who mends his specta 
with sticky tape. The DTA’s campaign 
been more professional and more under 
handed. Its final rally in Ovamboland, the 
northern province where 35% of the voters. 
live, featured bands flown in from Johanne 
burg and a gang of drunken whites to chase 
journalists away. The election rules say that, 
during the voting, no party may put up pos 
ers within 500 metres of the polls; the D 
complied with the letter of this by plastering 
forbidden areas the night before the voting 
started. It also circulated leaflets purporting 
to be from swAPo, telling SWAPO supporte! 
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FROM A CORRESPONDENT IN WINDHOEK 





HE woman's voice reverberates 

through the sports stadium. Mr Sam 
Nujoma, SWAPO's president and a bogey- 
man to South Africa's conservatives, is 
under attack again. His critic this time is 
| 8 woman, and speaks Afrikaans; but she 
mounts her assault from the left. 

Mrs Erika Beukes is leader of the 
Workers’ Revolutionary party, which is 
Trotskyite. Mr Nujoma, she says, is an 
| agent of imperialism, an enemy of Na- 
. mibia's working class. “We will have to 

break the hold of swaro on the work- 
ers," she says. Her audience of black and 
coloured people choruses in reply: 
“Hoor и? Hoor и?” ("Do you hear", in 
ikaans). 

In a bar in Gobabis, a farming town 
near the border with Botswana, a white 
man has a different way with Afrikaans. 
- He is directing journalists to the show- 
_ ground where Mr Nujoma will address 
| his final campaign rally. “Go along the 
| road until you see a lot of kaffirs," he 
| says. The silence becomes awkward. One 
of the journalists is black, and kaffir in 
Afrikaans equals nigger in English. The 
word was used quite without malice. It is 
| simply part of this Afrikaner's language. 
.... Mr Nujoma addresses his rally in Eng- 
| lish, with translations into Herero and 
_ Afrikaans. Alongside English, Afrikaans 
| is one of Namibia’s two official languages 
` and the lingua franca of its 1.3m people. 





not to vote during the first two days. 

| None of this is likely to have much im- 
pact in Ovamboland, where the DTA's asso- 
ciation with South Africa is especially dam- 
aging. Some of the phony swaro leaflets 

ere eaten by goats; the rest, judging from 
the turnout on the first two days, seem to 
have been ignored. For polling week the 
DTA organised barbecues in camps dotted 
round the bush; the leader of one admitted 











by noon on the first day not a single 
voter had come to claim his food. 
- Outside Ovamboland, swAPo's grip is 
less certain. The party should do well in the 
towns and mining settlements, where trade 
unions have bound most workers to its 
cause. In the countryside loyalty is still to 
ief and tribe. The South Africans dished 
Out cars and jobs to the chiefs, many of 
whom now work for the DTA. People from 
the smaller tribes fear domination by the 
Ovambos, who make up nearly half the 
population and who control swaro. Both 
parties profess confidence. SWAPO predicts 
it will get about 7096 of the vote in Kavango. 
The DTA says it will get the same. 

SWAPO, which likes to ignore the brutal- 
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In Katutura, the black township out- 
side Windhoek, the graffiti are in Afri- 
kaans. One slogan spurns the thousands 
of blue, red and green swaro flags which 
festoon the townships’ houses. “We fly 
SWAPO flags but we vote DTA,” it says. A 
riposte proclaims: "We eat DTA food but 
we vote SWAPO.” The DTA (the Demo- 
cratic Turnhalle Alliance, the main op- 
position group) has lured people to ral- 
lies with free food (and, at its final rally in 
Katutura, half-price beer). 

Most of Namibia’s 80,000 whites are 
Afrikaners. Their ranks, once solid, have 
shattered on the brink of independence. 
Mr Janni de Wet, leader of Action Chris- 
tian National, has a refined way of com- 
mending apartheid; he upholds the right 
of ethnic and religious groups to “self- 
determination and group autonomy”. 

Mr Dirk Mudge, chairman of the 
DTA, stands a few steps to the left. One of 
the first Afrikaners to recognise the need 
to recruit black allies, he talks about Na- 
mibia’s “diversity of ideology, of culture, 
of language and religion". Further left 
still is Mr Daniel Botha, a lecturer at the 
University of Namibia and nephew of a 
former South African cabinet minister. 
As one of swapo’s four white candi- 
dates, he is committed to stripping Afri- 
kaans of its rank as an official language. 
Namibians of all colours will keep on 
speaking it anyway. 

















































ities in its own recent past, suggests that the 
DTA may resort to violence if it is badly dis- 
appointed at the polls. The potential is cer- 
tainly there (as it is with swaro). The DTA 
has absorbed Namibia's disbanded army 
and counter-insurgency police, created by 
South Africa to fight swapo’s guerrillas. 
Those men could cause a nasty mess, espe- 
cially if helped by their old South African 
commanders. Last week's rumour of a 
SWAPO invasion from Angola, endorsed and 
then discounted by South Africa's foreign 
minister, Mr Pik Botha, was put about by 
the South African Defence Force. Some 
reckon the generals were trying to create an 
excuse for arming their friends in the DTA. 

None of this is discouraging the voters. 
The UN has taught Namibians that they can 
vote in privacy. “Му vote is my secret” reads 
the motto on one T-shirt; asked which party 
they will vote for, many Namibians proudly 
refuse to say. All in all, the UN seems happy 
with the state of things. The Finnish soldiers 
have brought saunas and the Fijian police- 
men in Ovamboland beat their Namibian 
counterparts at rugby 28-5. 








Nicaragua 


Death or glory 


БЕ economy is in tatters, the people аге 
fed up, and the government must face 
an election next February. It would be 
strange if Mr Daniel Ortega and his 
Sandinist junta were not showing signs of 
desperation. They cannot even protect their 
own people; 18 Nicaraguan government sol- 
diers were killed on patrol by an American- 
made mine on October 21st. The Sandinists 
struck back, formally renouncing their 
ceasefire and hinting they had moved their 
artillery to within range of the contra camps, 
across the border in Honduras. New weap- 
ons from Cuba gave them confidence. 

The risk is great. Just possibly, reopen- 
ing the civil war could bring the United 
States back as the rebels’ chief armourers 
Then, to be sure, Mr Ortega could kiss the 
world goodbye. But if his team gets its pro- 
paganda right the Sandinists could spring 
clear—closing down the rebel army, and 
wrong-footing the political opposition. 

The Americans, and the civilian opposi- 
tion in Nicaragua, want a contra army on 
standby in Honduras to keep up pressure 
until the election. The contras are not sup- 
posed to get fresh weapons. But they have 
plenty of old guns and nobody knows how 
much ammunition, either in their camps or 
cached within Nicaragua itself. It seems that, 
on October 21st, a few especially fierce 
contras mounted their own operation. Mr 
Ortega said it was an American plot. Senior 
American officials, presumably misin- 
formed, claimed it had not happened at all. 
That helped push Mr Ortega to declare the 
anti-contra war open again. 

The Central American presidents can 
see that Mr Ortega is in a corner; so can the 





Sandinists go canvassing 
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Northwestern University 


Kellogg 


Graduate School of Management 


Named the best U.S. business school by Business Week 
magazine, the Kellogg Graduate School of Management 
offers managers the best in executive education. Learn 
from distinguished faculty in the company of fellow 
executives. Learn from the best: Kellogg Graduate 
School of Management. 


February П ~ 
March 9, 1990 
June 17~ 

July 13, 1990 


May 6-25, 1990 
July 15~Aug. 3, 
1990 

October 7-26, 
1990 


September 
3-15, 1990 


Kellogg 
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Advanced Executive Program 


A four-week program for senior executives who 
have cross-functional or general management 
responsibilities. The curriculum emphasizes the 
organization's environment and the firm's 
managerial functions. To demonstrate linkages 
and tradeoffs of these two areas, an integrative 
case is team-taught by the faculty. 


Executive Development Program 


A three-week program for managers perceived 
to have potential for senior-level management 
responsibilities. The program covers manage- 
ment functions, macroeconomic theory, inter- 
national policy, intrapreneurship, and competi- 
tive analysis. 


_ International 


Advanced Executive Program 


A two-week program for general or senior 
functional managers responsible for interna- 
tional operations. The curriculum encompasses 
managing a global economy, formulating and 
implementing strategies for the multinational 
organization, and marketing across interna- 
tional boundaries. Faculty from the Kellogg 
School and leading European universities 
conduct the program. The program concludes 
with an integrative case in which participants 
design a coordinated Asian, European, 

and North American strategy for a major 
corporation. 


For further information on these and other 
Kellogg executive programs, contact 


Executive Programs 
Kellogg Graduate School of Management 
Northwestern University 

James L. Allen Center 

2169 Sheridan Road 

Evanston, IL 60208-2800 USA 

Phone 708-864-9270 Fax 708-491-4323 
Telex 821564 





"Fuller is a highly analytical observ 
who rarely calls the inajor move; 

wrong' 

Ivan Fallon, The Sunday Times (UK), 1 Octoher, 1989 
OB" Signifi icantly, the clearest warning of the crash ` 
given by Fuller, who tends to look some way beyo 

charts themselves.” - Barry Riley, The Financial Times 












16 July, 1988 
*" The dollar, he says, has reached the end of its 
decline against the tbe us the mark and othe 


currencies . . ."- G Todd, The Asian Wall Str 
Journal, 15 April 1988 ^ 

*"To his credit, David Fuller rightly called the 19 
crash, and soon thereafter argued the case for i 
stocks while other stock gurus were talking abouta eccesso 
in the US. But the London-based chartist has | 
hee d bearish in the past two months," - Amy Ba 
Business Times, (Singapore), October 21 - 22 1989 
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FOR SALE BY TENDER 


The best address next te 
the new Stock Exchang 


520 Collins Street; ndi 


Under instructions from А.С 
Receivers and Managers, Hersi 
Pty. Ltd. (Receivers and Managers 
Street Pty. Ltd. (Receivers and 


The Stock Exchange is moving westand bringing wit 
financial heart of Melbourne. 520 Collins Street 
right next door and is poised to enjoy sub: 

















































е Net floor area 8536 sqm approx. 
ә 18 level modern (1975) building. 
€ Good tenancy mix and parking. 
э Refurbishment opportunities. 
е Strata title potential. 

Tenders close 4 TR 30th November, 1989. 











360 COLLINS STREET MEL BOURNE: 











INTERNATIONAL UN 


ed Nations. No ruler likes to hear of his 
iers being killed with impunity. Mr Or- 
а had already requested that the UN 
should support and supervise the Central 
erican plan to disband the remaining 
. contras; and on November 7th the Security 
Council voted (America included) to send a 
600-man observer team. But it will take 
‘some weeks to raise the men and money. 
.. The brave but shaky civilian alliance 
that opposes the Sandinists inside Nicara- 
gua is on the spot. Its leaders call upon the 
go ent to keep the ceasefire. But they 
would alienate some powerful backers (espe- 
cially in the United States) if they said the 
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same to the contras. Talk of one-sided peace 
sounds like, and is, humbug, and will help 
the Sandinists in the election. 

As for President Bush and his men, they 
may talk rough, but caution is their watch- 
word. Huff and puff as he may, Mr Ortega 
must know that, and realise that his best 
hope of a fairly peaceful re-election next 
February is to abuse the gringos while stick- 
ing close by whatever his Central American 
neighbours ask him to do. His economic 
managers are hopeless, his soldiers dubious, 
his diplomats skilful. With the main action 
now in the UN, he may yet out-argue the ene- 
mies he could not beat. 

a 





Brazil's election candidates 


Star performers, wheel of fortune 


4 
FROM OUR SPECIAL CORRESPONDENT IN BRAZIL 


$69 DO not have a programme," ex- 
А plained the latest would-be candidate 
for the presidency of Brazil. Mr Silvio San- 
tos would like to do something to cut infla- 
tion, raise the minimum wage, reduce hun- 
ger and increase the supply of houses—and 
promises to ask experts how this might be 
done. He made his bid on November 2nd, 
with the election due on November 14th. 
lis ignorant goodwill was instantly reward- 
ed with a leap to the top of the opinion- 
polls: he got 2996 of voters' preferences. The 
score of the previous front-runner, Mr Fer- 
nando Collor de Mello, dropped from 29% 
to 19%. Ten other candidates (there are 22 
in all) had been scoring 1% or more in the 
polls: they all fell back when Mr Santos said 
he wanted to run. 
Mr Santos is the mastermind of Brazil’s 
second-largest television network, and its 
performer. Every weekend he presents 
all-day chat-and-give-away show, which 
makes him the darling of the masses. He de- 


Can you tell Collor from Santos? 
56 






cided to have his shot at the presidency long 
after the due date for registration, persuad- 
ing (by fair means or foul) the candidate of a 
small Protestant party to make room for him 
on the ticket. The electoral tribunal and the 
Supreme Court will probably reject his 
claim to be eligible. 

Mr Santos seemingly had the backing of 
the outgoing president, Mr Jose Sarney, 
whose presumed aim was to prevent Mr Col- 
lor stepping into his shoes. Mr Collor, sup- 
ported by the veteran proprietor of Brazil's 
largest television chain, Tv Globo, is almost 
as vague about his political programme as 
Mr Santos is. He draws support mainly by 
being very good-looking and promising to 
get rid of the "maharajas", the rich and 
greedy pillars of the Sarney regime. 

Amid widespread allegations of bribery 
and corruption, Brazil's first truly free presi- 
dential election for almost three decades 
looks like the sort of Tv show in which con- 
testants undergo ritual humiliation to win a 
shoddy prize. Promises to deliver 
better wages, greater welfare and 
improved education march 
shamelessly along with commit- 
ments to curb inflation and cut 
the budget deficit. Few candi- 
dates venture to debate such 
stark questions as the scale of 
government involvement in 
business, or the proper role for 
foreign money and companies in 
Brazil's development. 

The vote on November 14th 
is an elimination round. It is al- 
most certain that no candidate 
will get more than half the votes 
cast. The second round could be 
less frivolous. Mr Collor seems 
fairly sure of the right-wing slot. 
Brazil's ruling families would be 
content with him, since he be- 
longs to one of them: indeed he 





seems to have earned the outgoing presi- 
dent's dislike mainly by threatening the Sar- 
ney dynasty’s ambitions to keep control of 
the northern state of Maranhao. Mr Sar- 
ney’s personal preference is for one of the 
two old-stagers who would carry on his poli- 
cies, Mr Ulysses Guimaraes and Mr Aure- 
liano Chaves. Between them they get barely 
5% in the opinion polls. 

More workable right-wing policies are 
advanced by a radical free-marketeer, Mr 
Guilhermo Afif (cousin to the clever and 
much-mistrusted Mr Paulo Maluf, of Sao 
Paulo, who is also a candidate and also of 
Syrian origin). Mr Afif made the mistake of 
offering a coherent manifesto, so putting off 
voters who prefer to think about personal- 
ities. The sin of seriousness has also dam- 
aged the prospects of Mr Mario Covas, with 
his soft-nosed social-democratic policies. 

The front-running left-winger is old Mr 
Leonel Brizola, with his base in Rio de Janei 
ro. He is strong on education and on hous 
ing the poor, and calls himself the candidate 
of hope. Some doubt whether he is really on 
the left at all: he claims the mantle of Getu- 
lio Vargas, who headed various govern- 
ments both dictatorial and democratic be- 
tween 1930 and 1954, modelled his 
corporatist policies on Mussolini's, and put 
a bullet through his brain when corruption 
scandals lapped at the palace door. 

The true left is led by the bearded, fiery 
Mr Luis Ignacio da Silva, always known as 
"Lula", one of the world's finest rabble- 
rousers. His main following is among the 
Sao Paulo car-workers, who live and think 
much as European car-workers used to a 
couple of decades ago. Lula would like to de- 
ploy this relatively privileged group as the 
spearhead of the working class, to smash the 
bosses and bring food and work for all. 
Poorer Brazilians, most of them neither 
white nor in regular jobs, may doubt that. 
Lula is usually thought to be an honest man 
which makes a change—his opponents havı 
desperately sought to pin a scandal on him. 

One of the three parties backing Lula 
calls itself Communist. The authentic Com- 
munist party's candidate is Mr Roberto Fre- 
ire, who would probably follow the Moscow 
line if anybody knew what it was. In the polls 
he scores around 1%, thus giving the lie to 
two decades of scaremongering by the gener- 
als about a red takeover if ever they relin- 
quished control. 

Many Brazilians find the whole thing a 
humiliation. The army made a bad job of 
running the country, and gave up. Semi-de- 
mocracy has not made a good showing ei- 
ther. The excuse for the campaign, for what 
it is worth, is that Brazil is reaping the fruits 
of 29 years of dictatorship and low spending 
on education. All but a few Brazilians are 
getting steadily poorer. But it seems bread 
and circuses will have to do, until a real crisis 
comes along. 
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New BBC VIDEO Language Course for Children 
Turns TV into a Language Teacher Kids Love! 


It's a scientific fact...and one of Nature's marvels. During the early 
years of childhood, the human mind is best programmed for learning 
a language — any language. That's why children learn so much more 
easily than adults, even before being able to read. They learn the same 
way they learned English — naturally — by listening, seeing, and imi- 
tating. In the international world our children will compete in — where so many 
Europeans and Asians start 
a foreign language early — 
a second language will be 
essential. Vital for compet- 
with polished and 
accomplished peers. 


Give Your Child That Critical Early Advantage! 


And now, for the first time ever in the USA, your child can learn French, Spanish, Ital- 
ian or German using the most successful Language Course for Children ever created! 

Muzzy, a breakthrough VIDEO learning program, is produced by the BBC — the 
world's foremost teacher of languages. Specifically designed for children (pre-school 
through age 12), Muzzy enchants them with colorful animation, delightful songs, and 
charming, involving characters. 


Proven Results With Thousands of Kids Like Yours! 


Through listen-and-learn and see-and-learn, your child will begin speaking a foreign 
language from the very first day! Just like the children of the hundreds and hundreds of 
proud and grateful parents who have written us. Kids at every age level. Kids who now 
have a vital head start on tomorrow! 

Everything needed for a child to master beginning French, Spanish, Italian or 
German is included. Four video cassettes. Two audio cassettes. An activity book. An 
excellent parent's guide plus answer book. All in attractive, durable storage cases. 


Sample ages for beginning a second language** 
Japan 


Pre-School 
Pre-School 
Pre-School 


Age § France 
.Age7 Spain 
.Age 8 Canada.. 


Sweden 
Austria 





** Ages represent top schools and programs: compulsory language education 
usually begins several years later 


No Risk Guarantee! 


Here is perhaps the greatest gift you will ever give your child. . .a second language. And 
at an astonishingly affordable price of just $145*, payable in four equal installments. 
There's no risk! If you and your child are not absolutely delighted, you may return the 
course within 30 days for a full refund. Your child deserves every advantage! Order 
k ча у from Early Advantage, 47 Richards Avenue, Norwalk, Conn. 06857. 
-= Call Tall.Eroo: 1.800.167.4514 
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She's Only Seven Years Old*... 


“I couldn't believe it! 
My daughter is already 
speaking French!” 


y 


* Proven results for pre-school through age 1 








Now available in 
French, Spanish, 
Italian or German. 






By exclusive arrangement with the British Broadcasting 
Corp. A program proven with thousands of European 
oungsters, And the whole family can learn the language, “ 
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The ВВС Language Course for Child 


Early Advantage 
47 Richards Avenue 
Norwalk, Conn. 06857 


For Fastest Service — Call Toll-Free: 1-800-367-4534 


Satisti 
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Yes! Please send me The BBC Language ( | for Childrem 
1 have indicated. 1 understand only VHS f s available. ~ 
(Please check appropriate item 
Language 
FRENCH SPANISH TALIAN 
mn — ЦМ 
Address 
City/State/Zip — = Р" 
Signature & 
Charge each of four monthly $37.44* installments to my 


credit card 





VISA MasterCard Diners Club American Express 
Credu Card N - =- 

I prefer not to use my credit card and will pay by cheeks 
Enclosed is my deposit of $50* for each course. I will 
pay the balance of $99.75* as billed in three monthly 
installments. 


* Includes one-time shipping handling charge of $4.75. CT residents add SS 
TN residents add 7% sales tax Allow 2 to 4 weeks for shipment ало Ө 
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eading-Hotels 
of theWorld 


Ein Anruf, 225 Leading Hotels 
(One Call, 225 Leading Hotels) 


For your personal copy of our Directory of 225 luxury 
hotels worldwide in your choice of English, French, German, Spanish, 
Italian or Japanese, and for reservations contact your travel consultant or telephone: 


U.S.A./Canada (800) 223-6800 West Germany 01-30-21-10 Madrid (91) 401-2412 Tokyo (03) 797-3631/4 
New York C ity (212) 838-3110 Frankfurt (069) 299-8770 Barcelona (93) 301-0184 Sydney 233-8422 

Mexico City (5) 584-9866 Italy 1678-22005 Singapore (65) 737-9955 Sao Paulo (11) 251-5021 
Great Britain 0-800-181-123 Milan (02) 669-86131 Hong Kong (5) 483-928 Buenos Aires (1) 322-3563 





Do you travel on business? 


While culture shock can be a colourful experience for the casual 
visitor, it can prove a disaster when trying to establish good 
business relations. 

The Economist Business Traveller's Guides is the only 
series of guides to cover every aspect of doing business 
internationally, with cogent briefs on: 


* Business practice and etiquette ® Law, tax and employment 
* Political and economic * Importing, exporting and 
circumstances distribution 
* Major industries and e The financial and business 
professions worlds 


Together with comprehensive guides to major business 
cities, including: hotels and restaurants, transport, and local 
business services and resources. 


Price per title including postage: UK £13.95; Rest of World 
£17.50. Payment can be made by cheque, credit card or by 
pro-forma invoice. 


Please send orders with payment to: 
The 1 Marston Book Services 
“CO ) P O Box 87, Osney Mead 
conomist OXFORD OX2 ODT 
Facsimile: (0865) 791927 Telex: 837515 
PUBLICATIONS For credit card orders and enquiries please contact 
Mrs Pat Crook on Oxford (0865) 791155 
Personal callers may purchase books from The Economist Publications Bookshop, 23A St James's Street, London SWI. 
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Hurtling into the unknown 


FROM OUR BONN CORRESPONDENT 


FTER vears of grim dullness, East Ger- 
many is now producing so many sensa- 
tions it is hard to pick the biggest. The en- 
tire government resigned on November 7th; 
the entire Politburo followed a day later. Ef- 
forts to stop mass emigration to the West 
have been virtually abandoned. Huge but 
irderly demonstrations call for free elec- 
_ ions and an end to the communist party's 
monopoly on power. A new election law 
which might conceivably destroy that mo- 
nopoly is already under official discussion. 
All this amounts to a (so far) bloodless revo- 
lution. The country will not go 
back to what it was. East Germany 
may not even survive as an inde- 
pendent state. 

Were it not for his dreadful 
hardline record, some sympathy 
might be spared for the belea- 
guered new leader, Mr Egon 
Krenz. Since replacing Mr Erich 
Honecker as party boss on Octo- 
ber 18th, Mr Krenz has pushed for 
changes any one of which would, 
in less extraordinary days, have 
been welcomed as a big conces- 
sion. He hurried up preparation of 
a bill giving most East Germans 
the right to travel west for up to 30 

ays a year. He agreed to let young 

= people do a stretch of non-military 
work instead of national service. 
He has promised reforms in edu- 
cation and in the economy (with- 
out being specific) and has let the 
long-servile media show some 


ost, 

Above all he has bundled most of the 
old guard out of the Politburo, where real 
power lies (or lay, until much of it descended 
to the streets). Among those dumped were 
figures sadly familiar for decades: like Mr 
Giinter Mittag, in charge of the economy, 
Mr Erich Mielke, boss of the hated state se- 
curity service, and Mr Kurt Hager, the chief 
ideologist. On November 8th the remaining 
13 members of the Politiburo resigned, giv- 
ing Mr Krenz a chance to draft in some 
fresher faces. 

The most prominent newcomer is Mr 
Hans Modrow, the relatively popular party 
boss in Dresden and long a critic of Mr 
Honecker. Mr Modrow also looks set to be- 
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come the new prime minister. He will re- 
place the rigid Mr Willi Stoph, who has had 
the job, on and off, for a big slice of East 
Germany's 40-year history. 

Much of this may be a tactical retreat, 
an effort to allow frustrated East Germans to 
let off steam before a clampdown. lt is one 
sign of the new glasnost that such suspicions 
are now voiced openly on television. But, 
tactical or not, Mr Krenz's moves have 
clearly been inadequate. 

The bill allowing freer travel was made 
public on November 6th—and rejected by a 





parliamentary committee next day. lt was 
one sign that Mr Krenz cannot rely on full 
backing even in bodies long used to wielding 
the rubber stamp. The committee thought 
the conditions still too strict, and noted that 
unless East Germans had more access to for- 
eign currency they could make little use of 
any freedom to travel they were given. At 
present East Germans are allowed to take 
only DMI5 ($8) out of the country once a 
year. Their own feeble currency is not offi- 
cially convertible, though at West Berlin ki- 
osks it takes about 12 East German marks to 
buy you DMI. 

Lots of people have decided not to wait 
around to see what other goodies, or blud- 
geons, Mr Krenz may have up his sleeve. 





























































Since restrictions on emigration by way 0 
Czechoslovakia were lifted on. Novembe 
4th, close to 10,000 East Germans have 
been streaming across the border into Wes 
Germany each day. That surge, along wit 
the many who nipped out earlier by othe 
routes, means that more than 200,000 
Germans (more than 196 of the populati 
have left their country for good this yea 
Only a week or two ago West German offt 
cials reckoned there were more than ай 
other Im in the queue; now they аге givii 
up guessing. The more who come, 
longer Mr Krenz fails to deliver democratic 
reform, the more the flood will swell. — 
West German politicians insist they û 
not seek to unite Germans by "depopul 
ing East Germany", That is a credible clai 
since it is ever harder and costlier to cop 
with the inflow. This week the governme 
earmarked DM8 billion ($4.3 billion) to ea 
a housing shortage made worse | 
the new arrivals. As well as tl 
East Germans, more than 300,0 
ethnic Germans have arrived fro 
other parts of communist Europ 
this year. 
The East Germans who stay а 
home seem to spend much of thei 
time on the streets. Hundreds o 
thousands of demonstrators turi 
out regularly in Leipzig and Dr 
den, and some lm me 
through East Berlin on No 
4th. Their banners show thi 
dain for Mr Krenz. At 
communists with a less 
reputation, such as Mr 
Schabowski, the East Berlin part 
chief, to talk to the crowds are 
ten drowned in whistles and c 
calls. Forty years of accumulate 
despair and disgust is burst 
forth at last. - 
What happens now? One pos 
sibility is that Mr Krenz will ackno 
that the country is in no mood for half-me 
sures, accept the consequences and agi 
that the new election law should allow a fu 
free vote. That would mean his own do 
fall and probably that of the party too. 
doubt that, given a fair vote, East Germ 
would boot out the communists, even i 
relative liberal like Mr Modrow were to tz 
over the leadership. East Germany's “ot 
parties", long mere satellites of the comm 
nists, are starting to sense their chance. Th 
goes particularly for the increasingly outsp 
ken Liberal Democratic party which, the 
with very long memories may recall, g 
around 2596 of the vote when half-free ele 
tions were held back in the 1940s in the east 
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j _ FROM OUR BONN CORRESPONDENT 


` HOR West Germans, the drama to the 
_ A east is gripping. Just over a year from 
| now they will be gripped by something at 
home: what promises to be the most ex- 
citing general election in years. The poli- 
| ticians are waking up to the fact that go- 
| ings-on in both halves of Europe could 
| boost the far-right vote and upset the fa- 
miliar pattern of centrist government. 
The flood of immigrants from the 
east will eventually help the economy. 
|| For now it is adding to a housing short- 
| age and raising fears about jobs. Partly as 
|| a result, the far right has made big gains 
this year in places as diverse as Berlin, Ba- 
den-Wiirttemberg, Frankfurt and North 
Rhine-Westphalia. 

Some senior members of the ruling 
ia centre-right coalition, such as Count 
| Otto Lambsdorff, 

Chairman of the Free 

|| Democrats, see anothe 
| danger looming—this 
` опе to the west. They 
_ fear that, if the Euro- 
E: Community 
sses on quickly with 


' and Monetary 
Union (EMU), as the 
French want, the Ger- 

_ man government will 





on + EMU = election worry 
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be landed with a nasty campaign debate 
about the fate of the D-mark. Droves of 
voters could desert to the far-right Re- 
publicans, who sniff at the EC and bellow 
about putting “German interests first”. 

After two bouts of hyperinflation this 
century, Germans are ultra-sensitive 
about their currency. Count Lambsdorff 
feels strongly enough on the topic to 
speak out, even though that puts him 
clearly at odds with his party colleague 
Mr Hans-Dietrich Genscher, the foreign 
minister. Mr Genscher, like the French, 
wants to race towards EMU. The 
Lambsdorff line is shared by the 
Bundesbank and by some weighty Chris- 
tian Democrats, the party of the chancel- 
lor, Mr Helmut Kohl. 

Until now, Germans who doubted 
the wisdom of a dash to 
EMU had been reluctant 
to go public, for fear of 
being thought un-Euro- 
pean. Now the doubts 
are coming into the 
open. Don't be sur- 
prised if, despite Mr 
Genscher's — enthusi- 
asm, the government 
seems less than en- 
chanted with EMU in 






































































ern zone of Germany. 

.. The other possibility is that Mr Krenz 
will try to plough cautiously on with his new 
team, thus risking an explosion. So far the 
demonstrators have been disciplined, even 
good-humoured, but there are ever more of 
them and they are getting bolder. West Ger- 

an officials believe there could yet be a vio- 
lent crackdown, like the one in Beijing's 

fiananmen Square earlier this year. At the 
ime, Mr Krenz publicly applauded the Chi- 
nese leaders. 

‘How would the Russians, with 380,000 
oldiers in East Germany, react if Mr Krenz 
asked for their help? Some reports reaching 
Bonn from Moscow suggest that Russian 
troops would be ordered to keep out of 
use an intervention would set 
back perestroika and East-West relations for 
years. On the other hand, Mr Gorbachev— 
ike Mr Krenz—has spoken firmly against 
Jerman reunification, which would move 
stibly on to the agenda if the East Ger- 
man communists lost power. Both leaders 
would like just enough East German 
berestroika to satisy the population while 
keeping the communists in power. That fine 
alance may be impossible to strike. 


things, 
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Greece 
Missed again 


FROM OUR ATHENS CORRESPOPNDENT 


ES would sympathise. Twice 
this year Greeks have gone to the polls 
to make a clutch at stable government, and 
twice it has slipped through their fingers. At 
the second try, on November 5th, the con- 
servative New Democracy party still failed to 
win a majority of seats, partly because the 
electoral system is tilted against it but mainly 
because Mr Andreas Papandreou and his 
Socialists go on pulling in the votes in a way 
that could not happen in any normal Euro- 
pean democracy. 

In Greek politics it is not 
what you have done that mat- 
ters; it is who you are. Mr 
Papandreou was prime minis- 
ter, until earlier this year, of a 
government with a dim eco- 
nomic record. His govern- 
ment was splattered with 
scandal, though it has yet to 
be proved whether or not he 
was himself guilty of corrup- 





tion. He is accused of tapping the tele- 
phones of enemies, colleagues and his mis- 
tress. He has been through a particularly 
smirk-and-giggle marriage break-up, and a 
new marriage to the mistress. Yet he and his 
party did not lose many votes in this year’s 
first election, in June, and in this month's 
second go it actually won more seats than in 
June. Why? 

Because Greek politics is still the politics 
of clan and chieftain. The great clan of the 
Greek left still holds together, despite the 
evasions and disappointments of eight years 
of Papandreou government. For all the 
embarrassments he has suffered this year, it 
goes on giving its loyalty to Mr Papandreou. 

The solidarity of the left was forged in 
the three decades after the Greek civil war 
ended in 1949, During that period of con- 
servative (sometimes army) rule the left saw 
the best jobs go to the victorious right, and 
suffered many other sorts of discriminatio: 
It had to wait until 1981 for its own chanc. 
to form a government, and claim the spoils. 
That did not end its bitterness. 

After the June election this year, the 
conservatives took Greece’s two communist 
parties into a coalition whose sole task was 
to examine the charges of corruption 
against the Papandreou government, and 
then call another election. Not even the in- 
cineration by this coalition last August of 
16m police dossiers left over from the bad 
old days was enough to end Socialist suspi- 
cions, or weaken the solidity of the Socialist 
vote. Indeed, the communists were made to 
suffer for their “collusion” with the right. 
The communist-led Left Alliance lost a sixth 
of its votes between June and November, 
and a quarter of its seats in parliament. 

To be sure, all this was helped by the 
revision of the electoral system that Mr 
Papandreou enacted before the Socialists 
lost power in June. The revised system 
makes it harder to win a clear majority i 
parliament. Mr Constantine Mitsotakis s 
New Democracy failed to win a majority on 
November 5th even though it polled more 
votes than the Socialists did in 1985— 
which gave them a majority of 22 in the 300- 
member parliament, and a second four-year 
term of office. This time New Democracy 
has only 148 seats, three more than in June. 
The Socialists have 128, also three more 
than in June. The Left Alliance has 21. 
There are three independents: the first 


Still all Greek to them 
Seats in the Greek parliament after election in: 
November 1989 (June 1989) x : 
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Papandreou, still the left’s chieftain‏ 
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_Sreen to enter the Greek parliament, a defi- 
ant representative of the Turkish-speaking 
Muslim minority of western Thrace, and a 
candidate lucky enough to be backed by 
both the Socialists and the Left Alliance. 

And what now? New Democracy cannot 
count on the support of the three indepen- 
dents. It would like to resume its partner- 
ship with the communists, at least to tide 
Greece over the winter, but after their elec- 
tion losses the communists have cold feet. It 
is hard to see how New Democracy and the 
Socialists could get together, even though 
there was not all that much difference be- 
tween their election programmes. If the ha- 
tred of clan rivalry were not enough to keep 
them apart, Mr Papandreou loathes Mr 
Mitsotakis for helping to overthrow his fa- 
ther’s government a quarter of a century 
ago. The communists, having helped since 
June to dig into the scandals of the 
Papandreou government, would find it hard 

to serve under his premiership in a Socialist- 
_. Left Alliance coalition. Anyway, such а co- 
alition would still need the support of at 
least two independents. 

Unless President Sartzetakis works 
some miracle of conciliation, it looks like yet 
another election. The date currently being 
pencilled in by inspired guessers is Decem- 
ber 17th. Tantalus, flex your knees. 





Drugs in Italy 
Two gentlemen 
on Verona 


FROM OUR ROME CORRESPONDENT 


HE prosperous, pretty city of Verona 
fits nobody's idea of a drug-dealers' 
stronghold. By Italian standards it no longer 
is: among its 260,000 people there are 3,500 
regular heroin users, which is not high in a 
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country where more than 750 people have 
died from heroin abuse this year. A decade 
ago, though, Verona had a frightening 
problem. In 1978, large consignments of 
heroin and semi-processed morphine began 
flooding into the city. lts beautiful piazzas 
became notorious haunts for small-time 
dealers. ltaly's largest heroin-smuggling 
rings set up shop in town. The police were 
quite unprepared. The crime rate shot up. 

What happened next was surprising. A 
five-year study of the local heroin market, 
now almost complete, may hold valuable les- 
sons for drug-fighters everywhere. Mr Pino 
Arlacchi, a professor of sociology at Flor- 
ence University, and Mr Roger Lewis, a Brit- 
ish specialist in drug addiction, have been 
looking at the drugs market in five Italian 
cities, including Rome and Naples. Their 
Verona findings, published this month in 
the journal Micro Mega, upsets the received 
wisdom about the role of organised crime in 
the spread of heroin consumption. 

When the epidemic first struck Verona, 
a public outcry was followed by a crack- 
down by the (strengthened) local police. By 
1982 they had identified a Verona-based 
heroin connection involving Turkish and 
Syrian producers, a Yugoslav smuggling 
ring, and a group of Italian dealers supplying 
Palermo and Milan, Italy’s main production 
and distribution centres, with about 
4,000kg of heroin and morphine base a year. 
The arrest and trial of the trade’s principals 
brought an immediate drop in major and 
petty crime. Yet the Verona customers kept 
on buying their heroin from local dealers, 
who quickly filled the gap left by the big 
criminal families. 

In ltaly's biggest-ever drugs bust, in 
1987, the police seized 100kg of heroin in a 
country house outside Verona. Two men 
were arrested, one a gentleman farmer and 
the other a restaurant owner. Neither had 
police records. Most heroin deals have 
moved off the streets into suburban apart- 
ments. By catching the big-time crooks the 
police have made their own job harder, 
since they can find professional dealers 
more easily then dilettantes. 

A main difficulty for the researchers was 
to estimate heroin consumption. Drug-users 
tend, for many reasons, to claim they use 
more than they really do. The Arlacchi- 
Lewis estimates, based on interviews with 
habitual heroin-users over several months, 
are alarming enough, but well below the fig- 
ures bandied about by government agencies 
and municipal authorities. They think the 
entire Verona drug "inferno" generates an- 
nual sales of 53 billion lire ($39m). 

The Verona drug-users did not match 
the stereotypes, either. Poor people were no 
more likely to use drugs than the well-off. 
Many addicts came from the middle-in- 
come, self-employed families who made 
good during the region's past 20 years of fast 
economic growth. Better-educated young 






















































. EU 
people tended to use the drug less. 

Mr Arlacchi, who has made a speci 
study of the Mafia and similar criminal orga- 
nisations, believes that the gangs are still in 
the heroin trade but are not central to it. 
Mafia families opened up northern and cen 
tral Italy's drug markets, but no single Май 
family now dominates it. Local 
small-scale local suppliers keep the m 
working; there is no easy equation betweer 
the Mafia and drugs. 

Amid the gloom, Mr Arlacchi offers O 
ray of hope. There is plenty of heroin on of 
fer in Italy now. But his studies seem to sho 
that demand for the drug has stabilised, anc 
may even be in decline. A similar trend car 
be identified elsewhere in Europe and i 
North America. For the first time, demane 
for drugs seems to be steadying as the supply 
increases. i 
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Sweden 
Nice reform, 
nasty burden 


FROM OUR NORDIC CORRESPONDENT 


N AN average day in Swedish industry 
at least one out of four people is 
from work. Some have respectable г 
(illness, holidays), but others stay a 
cause of the disincentives to work built into 
the tax system. High tax rates have епсош 
aged not only absenteeism but also exten: 
sive cheating. In the face of these rez 
the egalitarian idealism which produce 
Sweden's steeply progressive tax system hi 
at last been forced partly aside. { 
On November 7th, Mr Ingva 
Carlsson's Social Democratic minority go 
ernment and the liberal and centrist op 
tion parties agreed on a bold simplification 
of Sweden’s income-tax structure. It wi 
bring in a two-tier income-tax system 
place of the old five-tier one. Most people 
all those earning under SKr180,0 
($28,000) a year—will pay only the loc 
government income tax, which averag 
31%. Richer Swedes will have to pay a fla 
rate national tax of 20% on top of that. Thi 
means the top rate of income tax will com 
down from 68% to 51%. Among the mar 
other changes, corporate tax will con 
down by stages from 50% to 30%. 
A senior manager with an income 0 
SKr400,000 will be left with an ext 
SKr50,000 in his pocket in 1991, an averaj 
worker will have an additional SKr10,00 
The architect of the reform, the finan 
minister, Mr Kjell-Olof Feldt, is feeli 
pretty pleased with himself The har 
pressed Swedes may not be: they will pay r 
less tax than before. } 
lt will just be coming out of differen 
pockets. The reform will be fully financed b 
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eliminating or trimming deductions, taxing 
fringe benefits, slapping the 23% value- 
added tax on a wide range of hitherto ex- 
empt services, and hiking the petrol tax by 
31%. The total tax burden will remain at 
around 56% of GDP, top in the West. Alas, 
poor Swedes. 





Soviet Union 


The shivers 


FROM OUR MOSCOW CORRESPONDENT 


Seam Winter defeated Napoleon. 
General Winter defeated Hitler. Now 
Mr Gorbachev is facing the onset of battle. 

He is better armed than they were, but 
not much. The French and German invad- 
ers both suffered because their soldiers did 
not have Russian valonki—felt boots capa- 
ble of withstanding even Moscow’s winter 
chill. This autumn the Soviet state statistical 
office carried out a study of 420 cities and 
villages: in 83% of them there was a shortage 
of boots. Half the time, last year’s pair can’t 
be worn: so much salt is strewn to unfreeze 
the snow that boots rarely last more than 
two years. 

Having enough coal matters more for 
surviving the winter. The Soviet Union is in 
danger of running short. During September 
the country added only 3.4m tonnes to its 
coal reserves, 15% less than in September 
1988. Some of the worst-hit areas are those 
least able to withstand a shortfall—Mur- 
mansk, Komi and other places in or near the 
Arctic Circle, where the temperature is al- 
ready down to -40°C. The two-week-long 
strike by coal miners at Vorkuta, also in the 
Arctic Circle, is partly to blame. But the 
whole country is facing the possibility of hy- 
pothermia in coming months. According to 
the government, 16 of the 25 districts of the 


Here go another few man-days 
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Russian republic “have failed to make the 
necessary preparations for winter". 

Hit by a nationwide strike in the sum- 
mer, coal production had by October fallen 
24m tonnes (or 5.596) compared with the 
same month last year. Hit again by chaos on 
the railways, coal sometimes sits idly at the 
pitheads. The result is not just a lack of fuel 
for heating, but industrial chaos too. 

The steel ministry is accusing the coal 
industry of failing to provide enough fuel. 
The coal ministry accuses the rail ministry of 
not supplying enough trains for transport. 
The steel ministry makes the same accusa- 
tion, and has even refused to supply the rail- 
way ministry with steel for railway tracks be- 
cause the railwaymen have failed to come up 
with the promised number of wagons. And 
so on. So dangerous has the ministerial bick- 
ering become that the prime minister, Mr 
Nikolai Ryzhkov, has had to step in to nego- 
tiate an emergency plan to end it. 

Although the miners in Vorkuta were 
still on strike at mid-week, the threat of a 
nationwide coal strike seems to have been 
averted, at least for the moment. In the two 
biggest coal-mining areas, the Ukraine and 
western Siberia, miners are back at work af- 
ter threatening or actually staging symbolic 
two-hour stoppages. But disruption comes 
from other workers too. So far this year, 7m 
man-days have been lost through strikes. In 
September alone, when miners were at 
work, 2.3m man-days were lost (this is the 
equivalent of 100,000 people being on strike 
every day for a month). 

Most of these disruptions came not in 
the industrial heartland of Russia but in the 
outlying republics of Georgia, Moldavia, 
Azerbaijan and Armenia. They were politi- 
cal strikes, called to support nationalist de- 
mands. Those demands are as urgent as 
ever. Celebrations of the 72nd anniversary 
of the revolution, on November 7th, had to 


be cancelled in Moldavia, Georgia and Ar- 





menia. Protesters clambered over tanks in 
Kishinev, the Moldavian capital, while the 
local communist leaders scuttled for safety. 
The celebrations in Moscow went ahead. 
But so did an alternative parade of some 
10,000 people, calling for faster reform and 
carrying portraits of Mr Boris Yeltsin. 
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French defence 
Stop-gap or 
stop-Rafale? 





N WHAT has all the appearance of a lost 

cause, the French navy is struggling to get 
a modern fighter aircraft to protect its fleet. 
Ranged against it are the air force, a majority 
of the National Assembly and Dassault, a 
politically ^ powerful French aircraft 
manufacturer. 

The immediate argument is over wha. 
to do about the hopelessly obsolete F-8 Cru- 
sader fighter. The Crusader, whose technol- 
ogy dates from the 19505, still provides the 
air defence for the French fleet. This an- 
tique will be retired in 1998, when the navy 
is due to get its version of France's new 
fighter, the Rafale. The navy wants to buy 
some second-hand F-18 Hornets from the 
United States to tide it over until then. The 
navy's opponents want it to refurbish the 
Crusaders instead. This would be cheaper— 
around FFr1.8 billion ($290m), compared 
with FFr3.2 billion-3.8 billion for the used 
Hornets—but the navy argues, correctly, 
that it would be a much worse buy. Renova- 
tion would keep the old Crusaders flying 
safely, but it would do next to nothing to 
improve their military punch—which, 
against modern attackers, is now almost 
down to zero. 

The real worry of those arguing against 
the navy is that, if it buys the Hornets, the 
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Wa fet top ia en F-M Tomcat GRE 
- wom 0 to 170 mph in just 3 seconds! 

Now you can experience the thrill of 
flying the most formidable combat aircraft 
inthe world — planes ofelectrifying capabili- 
ties, astonishing supersonic speeds, and 
dazzling arrays of weaponry. It's all in а new, 
all-action video library, IN THE а 
narration written by leading experts on 
military aviation. 


Six Action-Packed Videos In Color 


You'll receive six exciting videos, filled with 
authentic, breathtaking action. Go on a 
mission aboard the finest reconnaissance 
aircraft built, the incredible SR-71 Blackbird 
in Spies in the Skies. Fly with dedicated 
spy planes like the ones used over Cuba 
and Vietnam. In Red Star see close-ups 
of the new Soviet MiG-29. See the Famous 
Hind and Halo attack helicopters in re- 
markable footage from Nicaragua and 
Afghanistan. Fly carrier launched air strikes 
against North Vietnam in Flat Tops, and 
search for Soviet submarines in the Hawkeye. 
In Eagles in the Sky, fire Phoenix 
missiles from the Navy's F-14 Tomcat, and 
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IN THE COCKPIT is available exclusively 
from Easton Press Video. Each set of six 
videos-60 minutes each- comes in a hand- 
some library case and is priced at just 
$149.75! payable in convenient monthly 
installments. To order, simply return the 
attached coupon or call the Toll-Free num- 
ber. If you are not totally satisfied, return 
your set within 15 days for a full refund. 
Order today to avoid disappointment! 

' plus 475 shipping/handling per set 


CALL TOLL FREE 1-800-367-4534 
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hole Rafale programme might unwind. 
navy is committed to paying 20% of the 
fale’s costs, which are estimated at 
FFr150 billion. The navy would get 86 air- 
craft and the air force around 250. The navy 
says it will stick with this plan, swearing it is 
ly trying to provide for the defence of 
the fleet between now and 1998. 
But the air force and Dassault smell a 
rat. Their fear is that, once the Hornets en- 
ter service, the Americans will produce a 
modernised version in the 1990s, and that 
they will prove much cheaper for the French 
navy than the Rafales would be. If the navy's 
86 were subtracted from the production 
run, the remaining Rafales might then be- 
come too expensive to build or sell. 
The navy has scheduled a trial of the 
rnets. It will lease some from the Ameri- 
an navy for a few weeks in February and 
operate them from one of its carriers. The 
air force and Dassault want the government 
to cancel the test. If it does not, the navy is 
almost certain to take a strong liking to this 
remarkable aircraft and press the govern- 
ment to let it have a few more—just as a 
‘stop-gap, mind you. 


Hello, world 


FROM OUR SPECIAL CORRESPONDENT IN VALETTA 


TT IS not often that little Malta grabs the 
| world’s, or even Europe's, attention. But 
it is about to. Next month's Bush-Gorba- 
chev boating summit off Valetta will make 
outsiders notice it. So will Malta's soon-to- 

be-handed-in application to join the Euro- 
pean Community. 
| Malta's 16 years of sometimes loony La- 
our party rule, most of it with Mr Dom 

Mintoff as prime minister, came to an end 
Wh years ago. In his time, Mr Mintoff be- 

tiended some of the third world's nastiest 

nes, notably that of Colonel 
Jaddafi in Libya, while his sup- 
sorters often behaved thuggishly 

t home. That experience gave the 

conservative Nationalist party— 
vhich led Malta to independence 
from Britain 25 years ago and is 
now back in charge—a strong feel- 
ing that it was worthwhile to trade 

in some sovereignty in return for a 

secure democratic future їп 


Eu Ope. 


` The Nationalists have already 
steered Malta away from North 
Africa. True, Libyan day-trippers 
still empty the supermarkets, and 
Libyan investment in hotels and 
industry continues. But the treaty 
of friendship with Libya is being 
renewed without the clauses that 
called for exchanges of military in- 
х 64 
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FROM OUR BRUSSELS CORRESPONDENT 


(CT XELAYING tactics” is a polite way 

of putting it. The European 
Commission is about to take a decision 
that will put off Turkey's negotiations to 
join the Community until the mid- 
1990s. Add at least a decade of negotia- 
tions after that (Spain's entry talks lasted 
nine years) and Turkish membership is 
unlikely before 2005-2010. 

Before formal negotiations can get 
started with a would-be member, the 
commission must issue its “opinion” on 
the suitability of opening talks. After 
promising to issue its opinion by the end 
of this year, the commission is about to 
extend the deadline until after 1992. It 
will publish only a “first report” on Tur- 
key's 1987 application. Such a document 
is an invention of the Brussels bureau- 
| cracy; it has no legal effect on the mem- 
bership process. 

The Turks will not like this. The com- 
mission therefore wants to issue its re- 
port just before Christmas. It will then 
come too late for Turkey to lobby Ec 
leaders before their summit in Stras- 








We must have lunch sometime 




















bourg on December 8th. The commis- 
sion can hardly say a flat "no" to Tur- 
key's application, despite the daunting 
economic and social problems of admit- 
ting a country with Chilean living stan- 
dards and a population that looks like 
overtaking West Germany's before the 
century is out. Turkey's present associa- 
tion agreement explicitly foreshadows 
eventual membership. It was negotiated 
in 1962 when the Community needed all 
the friends it could get. Now it can be 
much fussier. 
















































formation. Arabic is no longer compulsory 
in secondary schools. 

Malta is now looking towards Europe. 
Some 7096 of its trade is with the Commu- 
nity. The ЕС'з regional fund looks 
appetising to the Maltese, whose GDP per 
head is roughly the same as Portugal's and 
who need costly infrastructure such as 
power stations and desalination plants 
(which already provide half the dry and 
chalky island's water). 

Malta's industries could be smothered 
by the EC's post-1992 single market. But Mr 
George Bonello, the minister of finance and 
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an admirer of Mrs Thatcher, says compe- 
tition is coming anyway as Malta lowers its 
import barriers. (He has his own experience 
of painful competition: he lost his front 
teeth when the then Labour minister of 
works punched him in parliament.) Mr 
Bonello has already removed import li- 
cences and counts on tourism and export in- 
dustries such as textiles and electrical com- 
ponents to take up the slack. Liberalisation 
has worked: GDP growth has been runnin 
at 10% a year. Mr Bonello now plans ir 
come-tax cuts and a stockmarket. 

The European Community is not ex- 
actly keen on new members at the 
moment, least of all minnows like 
Malta. The island’s neutrality is an 
extra complication. Federalist- 
minded members want to put de- 
fence policy on the EC agenda, and 
fear that neutral members could 
get in the way of that. But Mr Ed- 
магі Fenech-Adami,  Malta's 
prime minister, reckons that his 
country's neutrality is vague 
enough to allay such fears. The 
constitution defines it as no for- 
eign bases on Maltese soil, and no 
participation in a military alliance. 
“This does not mean we have to 
be neutral in our allegiances; we 
could take part in an Ec defence 
policy," he says in salesmanlike 
fashion. 





Clearly the judges had no difficulty 


in voting Camus the best cognac in the world 










dea at the Ritz, 
Boating at Henle 














For over 200 years, Asprey have made luxury items that are essentially English. 
Step into our London showrooms and you will be dazzled by the skills with which 
our designers and craftsmen create treasured possessions. 

| Follow your nose to our hand made lug, &gage and leather goods, inhaling the 
t strong rich scent of English leather. Our bookbinding section, you will think, is the library 
ofan English stately home. While our antique department rivals many a private collection. 
Take a leisurely stroll through each of our eleven departments, from silverware to china, 
jewellery to gold watches and grandfather clocks. 

You'll find that Asprey says more about the English way of life than any event 


n the social calendar. Because no Englishman worth his salt would arrive at Ascot, 


Hénley or the Ritz without first paying us a visit. 


NEW BOND STREET, LONDON FENCHURCH STREET. LONDON FIFTH AVENUE, NEW YORK 
01-403 6767 01-626 2160 (212) 688 1811 
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It hadn't been the easiest of assignments. But now he had the 
data and the samples he wanted, and the weather was worse- 
ning. Time to make a move. “Take me to the Hilton” A great 
place, the Hilton. He sometimes took it for granted, but that 
was a compliment. He'd never been let down yet. He smiled to 





himself at the prospect of a warm welcome and a hot bath. 
For the next few days, the only ice he wanted to see would be 
in a tall glass in the lobby bar. © For reservations 

at over 400 hotels, call your travel agent, any H (IN 


Hilton hotel or Hilton Reservations Worldwide. 
INTERNATIONAL 
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As global marketing strategies have become а reality... - 
so has the need for timely intercontinental business travel. 
Today, thanks to Pratt & Whitney Canada's PW300, — 
a new generation of mid-size business jets, with the ability 
to match the speed and range of more costly private jets 
and commercial airliners, will soon be available. 
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` Fully supported, worldwide, a PW300 powered mid-size 

|! business jet gives you the freedom to fly where you want, 
when you want... at a price well below that of heavy - | 
corporate jets. The PW300 Turbofan. The power that matches 
the needs of the next generation of mid-size business jets, _ 


that match the needs of global marketing. 





























The bank that puts the 
Arab world at your fingertips 


When you're doing business with the Arab tries GIB offers the highest professional standards 


world, it’s only sensible to use a bank that speaks the in merchant and wholesale commercial banking ser- 
language, knows the markets and understands the vices, including trade finance, foreign exchange and 
business environment. investment advice. 


And when it comes to experience And with its offices in London, New York, 


and contacts in the region, nobody has / Singapore, Tokyo and Frankfurt - and bank- 
more to offer you than Gulf International 8 ing connections worldwide - it is ideally 
Bank. placed to serve you wherever you are. 


Founded specifically to develop trade, P Јо, For full information, contact your nearest 
industry and investment in the Arab coun- GuifintemationalBankasc office. 


GIB OFFICES: HEAD OFFICE: PO. ВОХ 1017, MANAMA, BAHRAIN TEL: (0973) 534000 TELEX: 8802 DOWALI BN 
LONDON: 2-6, CANNON STREET, LONDON TEL (044) 1 248 6411 TELEX: 8812889 GIBANK G NEW YORK: 499, PARK AVENUE, NEW YORK TEL: (01) 212 303 3060 TELEX: 424027 GIBANK NY 
SINGAPORE: SHELL TOWER, 50 RAFFLES PLACE, SINGAPORE TEL: (065) 224 8771 TELEX: 28227 GIBSIN RS TOKYO: 1-1, MINAMI AOYAMA 1-СНОМЕ, MINATO-KU, TOKYO TEL: (081) 3 423 4096 TELEX 2425595 GIBTYO 
FRANKFURT: TRITON HAUS, 42 BOCKENHEIMER LANDSTRASSE, FRANKFURT/MAIN TEL: (049) 69 720363 TELEX: 4185504 GIBG 













SCHOOLS BRIEF 


How British politics has changed 


Our new series of schools briefs is on British politics. Before 


Christe 
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ias the briefs will concentrate on political institutions. Af- 
s they will cover some contemporary political issues. 


` Our introductory brief looks at three ways in which political life 


has changed in the 1980s 


А MARTIAN looking at Brit- 

ЕЎ. ish politics at the end of the 
1980s might think that the de- 
cade had been one of stability. 
The same prime minister lives in 
10 Downing Street as was there 
in 1979; the central issue of pub- 
Hig life remains the performance 

f the British economy, which 
still has faster inflation and a 
worse balance of payments than 
its international competitors. 

In 1979 Britain’s foreign pol- 
icy was shaped by a non-roman- 
tic commitment to the European 
Community (ЕС) and whole- 
hearted support for the Atlantic 
alliance (with special attention 
paid to relations with America). 
Its friendships with Common- 
wealth countries were soured by 
policy on Southern Africa. All 
this is true today. In 1989, as in 
1979, Britain is one of the few 
countries with nuclear arms. 

In terms of domestic party 
politics, the two main parties 
took 8196 of the vote at the 1979 
general election. Opinion polls 
in the autumn of 1989 report 
that their combined strength is 
“ist about the same. In 1989 

2 лоѕс members of the Liberal 
"Democrat party would think 
that 11 parliamentary seats—the 
number that their predecessors 
in the Liberals won in 1979— 
would reasonably reflect their 
strength. ín the country. The 
Conservatives are still led by a 
woman whose beliefs shape her 
government's policies, but 
whose views (as in 1979) are far 
from shared by all her party’s 
supporters, in Parliament or the 
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country at large. 

The Labour party has, indeed, 
changed. It is led by a man who 
had for many years been identi- 
fied with the left of the party, but 
who has moved steadily to the 
right. The same is true of some of 
his senior colleagues. But that 
was not true in 1979, when the 
Labour cabinet was dominated 
by people who had always been 
on the right of the party. 

Though much of the outward 
appearance is the same, British 
politics has been changing: in its 
ideas, in the strength of the po- 
litical parties which support 
those ideas, and in the context 
in which those parties operate. 


Ideas: the role of the state 

A useful way of looking at the 
changes in British politics is to 
concentrate on competing theo- 
ties of the state—what it can and 
should do, and how it does it. 
Take economic policy first. 

It is dangerous to assume that 
in the years between 1945 and 
the 1980s, British politics always 
presented a face of bland consen- 
sus. Those who were there re- 
member passionate debate on 
such matters as the retreat from 
Empire or the legal framework 
for trade unions. 

Nonetheless, for much of that 
period there was something like 
agreement on economic policy. 
The agreement had three well- 
springs. The first was Fabian so- 
cialism, which thought that pub- 
lic influence on (and sometimes 
public control of) key economic 
decisions was to the common 





good. The second was Tory pa- 
ternalism, which reacted against 
the consequences of what it saw 
as the heartless capitalism of the 
inter-war years. The third was 
the experience of war itself, 
when what seemed to be a be- 
nign form of state intervention 
in the economy was thought to 
have aided the quest for victory. 

It was the wartime coalition 
government, in its 1944 white 
paper on employment policy, 
which first enunciated the new 
consensus. After the war, it said, 
demand might have to be stimu- 
lated by government at those 
points in the business cycle when 
unemployment might otherwise 
rise. Meanwhile, the 1943 Bever- 
idge report on social insurance 
had set out a system of welfare 
benefits to ease poverty and 
want. 

With the exception of the first 
half of Mr Edward Heath's gov- 
ernment, both the welfare state 
and the economically interven- 
tionist state were accepted by 
Conservative politicians as 
much as Labour ones from 1944 
on. When Mrs Margaret 
Thatcher became leader of the 
Tories in 1975, however, she 
brought with her a set of classi- 
cally liberal ideas of the kind 
long advocated by Mr Friedrich 
von Hayek, an Austrian econo- 
mist who had spent many years 
in England. 

Mr Hayek doubted the effi- 
cacy of governmental interven- 
tion in the economy. His most 
fervent political disciple, Sir 
Keith (now Lord) Joseph, 
warned his civil servants at the 
department of industry not to at- 
tempt to "Play God in the mar- 
ket place". But Mr Hayek went 
further than that. For him, the 
interventionist state was a state 
that could not stop growing, and 
hence threatened individual lib- 
erty. There thus was a moral as 
well as a practical case for rolling 
back the state by setting markets 
free, privatising nationalised in- 
dustries, and deregulating hith- 
erto controlled activities. 



























































Seen from that perspe 
the politics of British econ 
policy is a line: at one en 
free-market, liberal set of belt 
at the other, an interven 
regulatory set. But politic 
does not live by econo 
alone. А similar line ca 
drawn which plots what po 
cians think is the right role 
the state in social affairs. 15 
state a classically liberal, 
malist, one, prepared to gta: 
dividuals rights against itself? 
is it more authoritarian? Does 
think that incursions into | 
sonal liberty can be justihed 
the common good? 
Combining this with the ec 
nomic-policy line produces a 
litical map with four territo: 
It also gives some sense of 
movement of political pa 
around various ideas. In chi 
for example, mainstream C 
servative thought has, u 
Mrs Thatcher, moved in am 
free-market direction. Butit 
also moved in a more authori 
ian one, as police powers 
been extended and gow 
mental secrecy been reitifor 
In short, a combination of ^w 
government" (on economic m 
ters) but "strong state" (on. 
liberties). The chart alse 
those wet Conservatives 
have always been opposed. 
Mrs Thatcher as having bec 
more civil-libertarian © 
Conservatives now su 
moves for less governs 
crecy) and slightly more 
market. 
The centre parties (nòt go 


= 

































tally, the parties who have 
ver been in power themselves 
modern times) continue to 
demonstrate a commitment to 
ivil libertarianism. But they too 
ave moved along the economic 
ixis towards more free-market 
policies, with the spp moving fur- 
her than the Liberal Democrats. 
: What of Labour? The main- 
tream party has moved deci- 
ely in the direction of the free- 
market (a reflection. of the 
inportance given to the market 
n the party's 1989 policy re- 
iew), the left of the party much 
ess so. On social issues, Labour's 
niews have not changed much. 


ies: two or many? 
w have the relative positions 
e political parties altered in 





general election, when Britain 
seemed to reject multi-party poli- 
tícs. In the previous election, in 
October 1974, the Liberals had 
won 18.396 of the vote and 13 
seats; in 1979, they dropped to 
13.8% and 11 seats. More spec- 
tacular was the fall of the nation- 
alists; the Scottish National 
party lost no fewer than nine of 
the 11 seats it had won in Octo- 
ber 1974. 

Yet the appearance of two- 
party politics was deceptive. 
Within two years of the 1979 
election, a new party—the spp— 
had been formed, and was win- 
ning by-elections. In the autumn 
of 1981, the spp and the Liberals 
combined to form the Alliance, 
which lasted six years. During 
that time the two parties fought 
on the same policies, and with 


980s? Start with the 1979 








Parties over? 






























RE political parties declining in importance? They all seem 
k to have fewer members. Though reliable membership fig- 
res аге not available for the Conservative party, Labour’s in- 
ividual membership dropped from about 350,000 to around 
00,000 during the 1980s. The combined membership of the 
eral Democrats and the spp at the end of the decade— 
000-90,000— is at least 60,000 fewer than at the time of the 
jance's peak before the 1987 election. 
eclining membership is only half the story. Party activists 
€ lost power because their leaders have gained it. At the 
ning of the decade, the home-policy committee of 
bour's National Executive Committee (NEC) was a source of 
onstant opposition to the leadership; Labour’s annual party 
conference was a week of ritual humiliation for the party's MPs. 
ow Mr Neil Kinnock, Labour's leader, has total control of 
€ NEC, while the party conference is a shadow of its former 
isterous self. So is the Conservative conference; not for 
some years has a conference severely embarrassed the leader- 
ship on such traditional populist matters as law and order or 
mmigration control Indeed, the last party conference to 
. kybosh a party leadership was the Liberal conference of 1986, 
when activists threw out Alliance defence policy. But the cen- 
tre parties, too, have seen a decline of influence among activ- 
ists and the growing power of a leader. The new Liberal Demo- 
crat party has a constitution that gives more power to the 
_ leader than the old Liberal party did; Liberal Democrat confer- 
nces are now bland to the point of tedium. 
` Why have parties declined? Partly, the answer must lie in 
hanging social conditions. People no longer want to spend 
heir evenings in draughty rooms, or think that their life must 
‘evolve round the party. To that extent, the Green party, a 
loose and occasional association of like-minded people, may be 
model of the future. 
Partly, too, the decline of parties must have something to do 
with the power of television. Both Mrs Thatcher and Mr 
nnock have been adroit in using television to go over the 
heads of their parties direct to the public. Indeed, the most 
mous party political broadcast of the decade (Labour’s first 
ne in the 1987 election campaign) was so obsessed with its 
eader that it did not mention the party it was made for at all. 
As television enters the House of Commons, these new politi- 
cal skills will no doubt continue to be vital—while parties be- 
-come far less significant. 
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rare exceptions did not run càn- 
didates against each other. 

Voter support for the Alliance 
peaked twice (see chart 2 on pre- 
vious page); first in 1981-82, be- 
fore the Falklands war, and again 
іп 1985-86. :Ву the time of the 
1987 election its support (at 
2396) was more than five per- 
centage points below its 1983-87 
peak. After the election the Alli- 
ance split, with most of the spp 
voting to join the Liberals in a 
new party, now known as the 
Liberal Democrats. A rump of 
the spp, under Dr David Owen's 
leadership, remained indepen- 
dent. Support for these two cen- 
tre parties has slumped dramati- 
cally since 1987. 

The simple conclusion—that 
Britain has returned to “nor- 
mal" two-party politics—has to 
be treated with caution, for three 
reasons. First, no matter how 
well Labour and the Conserva- 
tives are doing, there seems to be 
an almost irreducible minimum 
of 15-2096 of the electorate who 
choose not to support them. 
That is a far larger residual vote 
than exists in a genuine two- 
party system like America's. 

Second, it is worth remember- 
ing that for most of the 1980s, 
Britain consciously chose three- 
party politics. The 1980s showed 
that if the two main parties do 
not deliver what the voters want, 
a third party can tap a substan- 
tial protest vote. Third, though 
the old parties of the Alliance 
may have had a rough two years 
since 1987, another party, the 
Greens, has had a marvellous 
time. They won a remarkable 
15% of the votes cast in the 1989 
elections to the European parlia- 
ment. Their performance sug- 
gests that the duopoly of Labour 
and the Tories is less absolute 
than it sometimes seems. 


Context: international affairs 
The most important change in 
the context of politics is its 
internationalisation. All parties 
have to fight elections to the Eu- 
ropean parliament, and the La- 
bour party in particular has used 
the parliament to forge working 
links with European socialist 
parties. 

But it is politicians in govern- 
ment who have felt most keenly 
the effect of a new international 
context. In policy areas as differ- 
ent as anti-terrorism and eco- 
nomic management, drugs pol 
icy and health-care, government 
ministers and their officials are 


finding that they spend. more. 


and more time with foreign 
counterparts, working out ¢om- 
mon positions. And as the coun- 
tries of the Ec work towards the 
completion of their internal mar- 
ket at the end of 1992, so this 
internationalisation will grow. 

It is easy to miss its signifi 
cance. Chart 3 plots the budgets 
of ten government departments 
against a subjective measure of 
the degree to which their policy 
concerns have become 
internationalised, At first glance, 
high-spending departments, like 
those of health, education, and 
social. services. remain highly 
"domestic" in their concerns. 
With the exception of the. de- 
fence. ministry, those depart- 
ments which tend to be more 
“international” are ones with: 
smaller budgets, like the agric 











ture ministry (most agricultural- 
support schemes are now deter- 
mined in Brussels) and the 
Foreign Office. 

This is a little misleading, for 
two reasons. First, the size of a 
department's budget may not be 
а good indicator of its politica! 
importance. (something that 
obviously true.of the telatively- 
low-spending Treasury). Second, 
the distribution of departments 
on the chart is not fixed for ever. 
Indeed, as the ЕС adopts more 
common social policies, depart- 
ments like those of employment, 
health and social security will be- 
come less domestic. 

Note, finally, the way that the 
internationalisation of politics 
feeds back into parties' political 
ideas. Arguably, it was only 
when Labour looked at success- 
ful European socialist parties— 
parties whose idea of an inter- 
ventionist state was quite differ- 
ent from Labour’s—that its chal- 
lenge to the Tories became 
serious. So the three elements 
sketched out here provide some- 
thing of a séamless web which 
helps to explain how British poli- 
tics is changing. 












Still heated 


Опа quick trip to New York, 
Margaret Thatcher told the 
United Nations General As- 
sembly that targets for cuts in 
greenhouse gases should wait 
until next year. 








~ The government finally admit- 
ted that nuclear power could 
not be privatised when the 
rest of the electricity industry 
is sold. Its costs are so high 
and future so uncertain that 
nobody would buy it. 


5 The row over Nigel 
Lawson's resignation contin- 
ued. He said on television that 
he had told Mrs Thatcher he 
would resign if she did not 
sack Sir Alan Walters. The 
prime minister then told the 
House of Commons that his 
resignation was "totally 
incomprehensible”. 


Peter Brooke, the Northern 
Ireland secretary, said that a 
military victory over the IRA 
was hard to imagine, and did 
not rule out talks with Sinn 
Fein if the IRA renounced 
violence. 


Poll tax fall-out 
Who will pay more (+) and less (-) 
after the switch from rates 


. Note: Figures per region represent the difference between 
amount payable under the communi где (with safety. 
Source: Morgan Grenfell rr EN m 


Chris Patten, the environ- 
ment secretary, announced 
payment figures for the poll 
tax for next year. The average 
person will pay £278. Poor ar- 
eas’ bills will rise; rich areas’ 


will fall. 
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Health and safety 


The ambulancemen’s pay 
dispute got worse. First the 
police, then the army were 
brought in to man the service. 
Ambulancemen want the gov- 
ernment to increase its pay of- 
fer of 6.5%, to restore their 
parity with firemen’s pay. 


There is a “collective liability” 
on British Rail for last year’s 
fatal crash at Clapham Junc- 
tion caused by signal failure, 
said an official report. Poor 
pay, low skills and ancient 
management practices played 
their part. BR asked the rail 
unions for urgent talks on sig- 
nalmen’s pay. 











Breath tests on suspected 
drunken drivers are spread- 
ing fast. Drunken driving is 
not, so the biggest rise is in 
the number of irritated 
motorists. 
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Prelates and prizes 


Urged on by the archbishop 
of Canterbury, the Church 
of England general synod 
voted to pave the way for the 
ordination of women. There is 


„talk of a split in the church. 
"The Bishop of London com- 


pares the prospect of women 
priests to the threat of inva- 
sion by an enemy army. 


A bitter row broke out be- 
tween judges for the 
Whitbread book prize. Two 
judges claimed that the 
organisers steered them into 
choosing a safe compromise 
instead of a harrowing novel 
about incest. 


A shortlist of three men and 
one woman emerged from the 
13,000 who volunteered to be 
Britain's first astronaut on an 
Anglo-Soviet mission. All four 
now go to Russia for final 
tests. First prize: 18 months’ 
training in Star City. Second 
prize, 36 months? 


Paul Boateng became the first 
black front-bencher in Par- 
liament. A Methodist and son 
of a Ghanaian cabinet minis- 
ter, he once appeared in the 
News of the World in a ©- 
string and a judge’s wig. He 
joins Labour’s Treasury team, 
in pinstripes. 





. Birmingham's three most s 





















































Legal tangles 


The new home secretary, Dar 
vid Waddington, told со 
leagues that he expects ad 
bate on the death penalty 
before the next election. He 
will vote in favour. When the 
Guildford Four were found - 
guilty 14 years ago, the judge 
said that, if Britain had had | 
capital punishment, they 
would have swung. 


nior churchmen made a join) 
appeal for a review of the: 

victions of the Birmingha: 
Six, who were given life sen 
tences for IRA bombs in the 
city in 1974. 


Private Eye, a satirical maga: 
zine, reached an ошобо 
libel settlement with бо! 
Sutcliffe, the wife of the Yo 
shire Ripper. It did not wa 
to reveal the damages it had 
paid out, but the court in- 
sisted; £160,000, said Mrs 
Sutcliffe's lawyers. 


Football scored an own-goal: 
its battle against violence o 
the terraces: an Arsenal v Ni 
wich City game ended with. 
punch-up between the play 
ers, The Football Association: 
was infuriated, but the Nor 
wich chairman (a justice of th 
peace) said "it was just a hea 
ofthe moment thing". 


The trial of four people ac 
cused of running a broth 
west London ground to а Ван 
after it was alleged thatotie о 
the jurors was a client. 
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Precarious in labour market 
regulation: The A ы of atypical 
employment in Western Europe 
Edited by Gerry and Janine Rodgers 

This book provides information on the extent of different 
forms of atypical work and their growth in the 1970s and 
1980s, mainly referring to Belgium, France, the Federal 
Republic of Germany, Italy, the Netherlands and the 
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A signal failure 





British Rail and the government need a shared vision of how railways 
should be run. Without that, the mistakes behind the Clapham disaster are 


bound to be repeated 


HE still-to-be-collared successor to Sir 
Robert Reid as chairman of British Rail 
(BR) will inherit a business utterly confused 
bout where it is going. On the one hand, 
.Jusiness is booming: after a long absence, 
people are climbing back on trains. Profit- 
ability is returning to parts of BR; all sorts of 
new trains are on order, some of them capa- 
ble of up to 140 miles per hour. On the 
other, commuters fume over frequent delays 
and cancellations; railway staff grate at what 
they see as inadequate pay in a neglected ser- 
vice. And the 35 people who died in a rush- 
hour crash at Clapham Junction last Decem- 
ber lost their lives, says the official report on 
the accident published on November 7th, as 
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a result of "faults which are inherent in the 
way the railway has been run for a number 
of years”. 

If all a new chairman needed 
to do was sort out old-fashioned 
manning and management 
practices, his task would be rel- 
atively simple. In fact, Sir Rob- 
ert has already made BR 
unrecognisably more efficient, 
and reduced its need for sub- 
sidy by 45% since 1984. His 
problem is that the govern- 
ment has rewarded him with 
uncertainty about the railways’ future, inter- 
ference where it suits Whitehall, and a 
hands-off approach where helping hands 
are most needed. 

The reticent captains of industry being 
head-hunted for Sir Robert’s job after he re- 
tires next March can imagine a job descrip- 
tion of bitter candour from the outgoing 
chairman: 

@ You are told to act commercially, but 
when you have won yourself new customers 
and try to finance fresh investment with a 
decent price increase, the government turns 
it down. 

@ The government encourages you to have a 
showdown with your unions, leading to a 
costly strike. It then criticises you when the 
showdown turns out badly. 

€ You are told to look for ways of building a 
self-financing fast railway to the Channel 
tunnel. The government then bows to po- 
litical pressure to make it environmentally 
friendly and therefore too expensive to pay 
for itself, but offers no subsidy. 

e Struggling to cope with unprecedented 
numbers of London commuters, you get to- 
gether with the underground people to pro- 
pose imaginative new fast lines running east- 
west and north-south through the capital. 
One day the transport minister makes wel- 
coming noises; the next, his successor says, 
sorry, they can't be afforded— you'll have to 
make do with a tube extension to the 
Docklands. i 

The upshot of such vacillation is a more 
commercial railway business that has pro- 



































duced happy results for taxpayers, b 
mixed blessings for travellers. To mak 
efficient (see charts), Sir Robert Һа 
25% of his staff and 20% of his locomoti 
since 1984, while running more servic 
carrying more passengers and launc 
long-overdue investment programmes 
new rolling-stock. 

The results are not as happy as t 
ures suggest. Trains and their crews 
longer sit around in sidings, so fewe 
sources are wasted; but when somet 
goes wrong, there is no back-up. So d 
and cancellations have multiplied. ^ 
passenger, BR is starting to seem mmo: 
charter airline—where travellers enjoy t 
extra hours at Corfu airport "due to the | 
arrival of the incoming aircraft" -= 
good scheduled one that laws on anor 
machine. There is only one difference: 
ter-airline passengers pay rock-bottom fà 
BR fares have risen steadily to levels 
other Europeans find eye-opening and w 
le-emptying, with the benefits flow: 
mainly to the exchequer. 

On the busy Southern Region | 
around Clapham Junction, the pressure 
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istomers satisfied seems to have led to 

tting on safety. Fed up with char- 
r-style service at scheduled prices, long-suf- 
ring commuters boo loudly when the 7.54 
to. Waterloo is cancelled, and do not clap 
when they hear that it is due to emergency 

ignalling work. British Rail admitted to 
the Clapham inquiry that, in its resignalling 
Ork, too much emphasis had been placed 
the "comfort and convenience" of trav- 
ellers rather than on their safety. 


Sorting out objectives 
The new trains coming into service over the 
xt few years will make travelling on British 
Rail cleaner, faster even, but probably not 
re reliable or less crowded. Much of the 
Vestment is to replace, not expand, rolling 
К. And delays caused by staff shortages 
e unlikely to be reduced until more money 
somehow becomes available for pay, at least 
he labour-hungry south. 
So long as the overriding pressure on 
passenger-business managers is to wean 
themselves off government subsidy—while 
voiding big fare increases—investment in 
tter service will remain stingy. Those busi- 
ness managers would be able to make more 
lanced decisions if Whitehall were to lay 
wn clearer and more honest objectives, of 
isely the kind that government policy 
he nationalised industries is said to re- 
е, Ideally, the transport department 
d state in which areas BR must rely on 
velling- customers for revenues and 
government will be a customer itself, 
ісе as à public good. 
nterCity business requires no fur- 
arification: it already works well as a 
mmercial, profit-making business. But by 
standards of some European railways its 
Vice is not exceptional. If the division's 
ains: are ever to travel significantly faster 
h the present 125 mph maximum (other 
п on the exceptionally straight east-coast 
| line), BR may well need more capital to 
ew track, 
The commuter services around London 
controlled by Network SouthEast. 
е most mass-transit systems, it has to 
ope with sharp peaks in demand while 
manding a near-monopoly in providing 
vice to a captive market. The peaks make 
ecessary to spend a lot on underused ca- 
ity; the near-monopoly makes public 
jlation of prices desirable. To assess 
ether and how much subsidy is needed, 
government needs to judge whether and 
ow the service that it wants and the prices 
зас it demands can Бе reconciled—rather 
n simply peck away at subsidies and fare- 


Provincial services, which are generally 
iardest to make viable in a motor-car 
face the greatest confusion over their fu- 
In the booming 1980s custom has in- 
ed around the cities and even in some 
areas—especially where there has been 
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investment in cheaper  lightweigh 
“sprinter” trains providing faster and some- 
times more frequent services. On the lines 
running into Chester from north Wales, the 
biggest worries recently have not been 
empty trains, but overcrowded ones in the 
holiday season. 

But as their subsidy too has been 
steadily reduced, provincial managers worry 
whether they will be able to keep service up 
to scratch. And unlike their counterparts in 
Network SouthEast they know they will im- 
mediately lose passengers to the roads if they 
do not—they have few monopolies of com- 
muter transport into cities to exploit. The 
government needs to decide which of the 
provincial rail services it thinks are worth 
subsidising. (To date, survival for many lines 
has depended mainly on decision-taking in- 








ertia: lines that were open in 1974 remain 
open, unless someone moves to close them.) 
Once. chosen, the routes should be ade- 
quately financed to keep their customers. 

The next chairman of BR is unlikely to 
hear this kind of analysis from the transport 
minister—any transport minister. He will 
have to spell out to Whitehall, more clearly 
than BR has done in Sir Robert's time at the 
top, exactly what the trade-offs are between 
parsimony and well-run services. British 
Rail, said the report on the Clapham disas- 
ter, should prevent “commercial consider- 
ations of a business-led railway from com- 
promising safety". That must be the rule for 
any transport company; but BR's govern- 
ment-as-customer cannot pretend that 
trade-offs between cheapness and safety do 
not exist. 





Higher education 


Pretty poly 


HE past few years have been kind to the 

polytechnics. The government likes 
their approach to education and has given 
them greater freedom from local authorities. 
Polytechnics’ heads are usually as quick to 
praise Mrs Margaret Thatcher as university 
academics are to damn her. But they have— 
at least—one remaining grouse. They want 
to change their collective name, and the 
government is not going to let them. 

In September the polytechnic heads put 
in a round-robin to the Department of Edu- 
cation and Science (DES), asking it to allow 
(though not compel) a polytechnic to incor- 
porate the word "university" in its title. The 
division between universities and polytech- 
nics, they argue, is a British quirk—a legacy 
of a snobbish distinction between gentle- 
men (who study abstractions) and oper- 
atives (who learn about things). 

In other countries, institutions that can 
teach doctoral students—as British poly- 
technics can—are usually classified as uni- 
versities. Today's best polytechnics produce 
far better research than the weakest univer- 
sities. In August the Conference of Euro- 
pean (university) Rectors conceded as much 
by admitting 20 polytechnic directors to 
their club. 

The distinction seriously harms the 
polytechnics, they say. A MORI poll that they 
commissioned revealed confusion about the 
meaning of “polytechnic”; 75% of those 
questioned were unclear whether they of- 
fered a-level or degree courses. So they are 
at a disadvantage in recruiting students or 
winning contracts from industry, as are their 
graduates in competing for jobs. Overseas, 
“polytechnic” means little or nothing. 
American universities (some of them feeble 
by comparison) will have no truck with 
them. Asian students buying an expensive 








education in Britain will not settle for any- 
thing that is not called a university. 

Ministers say a name-change would en- 
courage "academic drift". “My worst fear”, 
the minister for higher education, Mr Rob- 
ert Jackson, has said, "is of the development 
of a system in which the polytechnics turn 
themselves simply into pale imitations of the 
more prestigious universities—just when 
that attribution of superior prestige is begin- 
ning to wane." And ministers suspect thi 
parity of status would lead to demands for 
parity of finance. A good polytechnic educa- 
tion at present costs the government much 
less than a bad university one. 

Certainly, academic drift was rife in the 
1960s. But recently many universities have 


been trying hard to look like polytechnics. 


And the financial argument could as well be 
used to force down university costs as to bid 
up spending on polys. 

Recent educational reforms aim at creat- 
ing a market-driven system of higher educa- 
tion, with rival institutions competing for 
"contracts" from both the private and pub- 
lic sectors, and from both Britain and 
abroad. Polytechnics have treated this pol- 
icy as an opportunity to be seized. The worst 
universities consider it an aberration to be 
sneered at. Should a market-oriented gov- 
ernment force enterprising institutions to 
carry a label that consurnets find at best con- 
fusing, at worst a turn-off? 

Ex d 
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Electricity privatisation 


Nuked 


OVEMBER 9th marked the beginning 

of the end for Britain's nuclear-power 

programme. Mr John Wakeham, the energy 

secretary, announced that all nuclear-power 

stations were to be withdrawn from the 

forthcoming sale of Britain’s electricity in- 

` dustry—as predicted in The Economist two 

weeks ago. This is, however, only half an an- 

` swer. The privatisation plans should now go 
Баск to the drawing board. 

“<The nuclear about-turn is the latest 
embarrassment in a shambolic tale. In July, 
Mr Cecil Parkinson, Mr Wakeham’s prede- 
cessor, pulled Britain's seven elderly 
Magnox nuclear stations from the sale after 
': was revealed that each could cost up to £1 

оп to decommission. In September, Mr 








Wakeham delayed the privatisation by at 
least six months because the industry could 
not agree a system of supply contracts. 

It is a tribute to Mrs Thatcher's blind 
faith in nuclear power that the remaining 
nuclear stations stayed in the sale plans until 
Mr Wakeham’s date with reality. The Cen- 
tral Electricity Generating Board's five ad- 
vanced gas-cooled power stations are among 
the world’s least reliable and most expensive 
to run. Sizewell B, under construction and 
the first of what was to be a family of four 
pressurised-water reactors, is already £170m 
over budget. Its electricity will cost up to 
three times as much as coal-fired power. 

The other three planned pwrs will now 
be scrapped. Lord Marshall, pro-nuclear 
chairman of the CEGB and chairman-desig- 
nate of National Power (which was to have 
run the CEGB's nuclear stations), is to lose 
his job. Nuclear will now be safely cosseted 
in the public sector, its spiralling costs hid- 


en rather than displayed 
prospectus. 


is wrong. The privatisation plans 
a complete rethink. Why? Because the 
structure of the privatised industry was 
signed to fudge nuclear's costs, with 
tional Power owning 70% of the CE 
power stations and PowerGen (the other 
be-privatised company) the rest—a duo 
which means that there will be little cow 
tition in generation before the end of 
century. To cope with this consumer 
friendly structure, a vast regula 
work will be needed. Electricit 
ready soared by 1596 in two years to pay 

all this. Sus 


five competing generating сопу 
let a real market in power emerge, 
Thatcher wants privatisation to be poy 
that is the way. 





































Anyone who thinks this is good e 


Much better to split the СЕОВ into, 





_ Export promotion 


Diplomats for sale 


Each month, trade figures send shock-waves through the City. Yet the Brit- 
ish network to help would-be exporters remains a public-private tangle 


"T^HE managing director of Unicorn Secu- 
rity Consultants, Mr J.H.B. Wilson, is a 
member of that precious breed of English- 
men: the exporters. Britain's ballooning cur- 
rent-account deficit, which reached £2 bil- 
lion ín August, might arguably have alarmed 
government into trying to do more to help 
Mr Wilson and his ilk. Luckily it didn’t. Brit- 
ish officialdom has decided to charge him 
for the help it gives him to sell abroad. It has 
thus made an inadequate start in unravel- 
“ng a muddled system. 
. Charging was the brainchild of the last 
trade and industry minister, Lord Young. In 
January he handed over the Export Informa- 
tion Service (EIS) to a private firm, Export 
Opportunities Ltd, which immediately 
bumped up the prices. In April Lord Young 
also introduced payments for the informa- 
tion which the commercial sections of Brit- 
ish embassies supply to exporters. Any in- 
quiry which takes more than four hours to 
answer now sets the inquirer back £100 
(plus УАТ). 

The government argues that payments 
help to screen-out frivolous inquiries and to 
keep civil servants on their toes: business- 
men become more fussy about quality when 
they part with cash. The businessmen don't 
like this chilly logic. They think that the gov- 

-ernment’s whole approach to export pro- 
motion is humdrum and see charges as just 
another symptom of Whitehall's indiffer- 
ence to the exporter's lot. More precisely, 
they reckon that they are being charged for 

services which they have already paid for in 


tax. The state, they say, is happy to pay for 
the junketings of ambassadors and other 
such gilded folk, but not the more essential 
task of helping exporters. 

The age-old desire for a free lunch? Yes, 
and no. This row about charges is just a 
petty—and illogical—expression of a much 
broader dismay at British commercial diplo- 
macy. Many British businessmen dislike the 






























entire structure that has been built g 
promote trade. “Confusing”, "unm 
ily complicated”, “ramshackle” are ph 
which keep cropping up in conversa 
with the brave exporters. Mr A 
Plant, the chief executive of the 1 
Chamber of Commerce, claims that ^t 
no way to run a railroad". 


charges against the current regime: that 
servants are doing jobs which ought 
left to businessmen; that relations 
the two government departm 
volved-—the Department of Trade a 
dustry (bri) and the Foreign Offic 

are horrendously complica 
there are too many other secon 
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Disgruntled exporters level thre 


































ompeting for the exporter’s time: 
At home, the government provides help 
Or exporters through the British Overseas 
rade Board (Bors), an agency of the DTI. 
broad, businessmen have to deal with 
ommercial attachés, answerable to the Fo. 
hunted between DTI pillar and FO post, 
any exporters end up angry and confused. 
“Another problem is that pt! officials 
nd commercial attachés are likely to be civil 
rvants to their cufflinks. Admittedly, the 
утв has tried hard to recruit businessmen. 
it has been said, at least since the Berrill 
sport on foreign representation in the 
970s, that the FO's commercial attachés are 
sually diplomatic all-rounders without any 
rticular sympathy for, or interest in, the 
ess world. 
Like most British civil servants abroad, 
e commercial attachés live peripatetic 
No sooner have they got to know one 
ket than they are posted across the 
ld. Businessmen who have stable rela- 
with foreign clients complain that they 
to deal with a sequence of novice com- 
cial: attachés. Quite often they end up 
ng the advice, with diplomats thanking 
em most awfully for their insights. They 
ould then, presumably, reverse the 
rges. 
As well as the DTI and the Fo, there are a 
e range of smaller institutions that hope 
elp businessmen abroad: banks, export 
s, export houses, the BBC, trade associa- 
local chambers of commerce, the De- 





partment of Employment’s small-firms ser- 
vice, and regional branches of the BOTB. 
Frequently underfinanced, these organisa- 
tions duplicate each other's work, and waste 
time bickering about who has the right to do 
what. In particular, local branches of the 
BOTB often duplicate services provided by lo- 
cal chambers of commerce. 

This plethora of organisations is more a 
cause of confusion than of healthy compe- 
tition: harassed businessmen have trouble 
working out who does what. The Interna- 
tional Chamber of Commerce complains, 
oddly, that it receives endless requests for 
advice on exporting products—a subject 
outside its brief. "Many people write to us 
thinking we are a chamber of commerce", 
explains a spokesman, unsmilingly. 

Businessmen reckon that they order 
these things better in West Germany, a 
country that rigorously limits the scope of its 
commercial diplomacy. The German export 
system is simple, streamlined, and fully 
privatised. Whereas would-be British ex- 
porters have to deal not with one but with 
two branches of the civil service, Germans 
have to deal with none. Businessmen simply 


which they are legally obliged to belong— 
and the chamber puts them into contact 
with a parallel chamber in the overseas mar- 
ket where they wish to do business. 

Employees of chambers of commerce 
have two great advantages over the commer- 
cial attachés of embassies. They are busi- 
nessmen rather than representatives of a 
foreign power; and they tend to stay put in 
one place, becoming thoroughly integrated 
into the local business life. Significantly, the 
French are already beginning to move to- 
wards a German model, teinforcing fee- 
charging but centrally supported chambers 
abroad, and slimming down the commercial 
sections of their embassies. 

At present, Britain's local chambers of 
commerce are nowhere near the level of 
sophistication of their German counter- 
parts. Still, the case for reforming Britain’ " 
system is strong, and has been reinforced t 
Lord Young's reforms, which have turned 
the BOTB into a hybrid—a civil-service de- 
partment which charges fees for some of its 
services, contracts others out to private 
companies, and employs businessmen as 
well as civil servants. Better for government 
to limit its export involvement to areas and 
places where governments are customers, or 
can really influence customers. For the rest, 
British businessmen would do better, one 
way or another, to pay professionals for pro- 
fessional export advice where they need it. 
e ا‎ 


























«€€[)ECAUSE Cincinnati is our 
; home..." runs the headline on 
'rocter & Gamble’s (P&G) handout; the 
xt details the company’s dedication to 
good corporate citizenship in its Ameri- 
'an backyard—for which, indeed, it is cel- 
brated. Newcastle, its British base, is less 
ivoured. Devastated by industrial de- 
line, the city needs corporate friends. Yet 
'&G, the only multinational with its Brit- 
ish headquarters there, is holding up a 
grand 25-acre riverfront development de- 
‘signed to turn the place around. 

The £150m scheme—conference hall, 
otel, restaurants, shops, . offices, 
ouses—has won favour with most 
ynesiders. The Tyne and Wear Develop- 
ment Cotporation (турс) held a public 
allot on three rival schemes-—1,000 peo- 
le voted—before choosing one put up by 
Rosehaugh, a property developer. The 
ity council is keen. 

Forty-eight owners, including a pi- 
geon-fanciers’ club, had slices of the 25- 
acre stretch of quayside. The pigeons are 
shifting to architect-designed lofts nearby, 
‘and almost all the other owners have 





Throwing the quay away 


agreed to sell. P&G says no. 

P&G's site is close to where Thomas 
Hedley had his soapworks a century ago: 
Mr Hedley's business grew until it became 
part of P&G. Sentiment apart, though, the 





site seems unimportant both to P&G and 
to posterity. Most of the company's 900 
employees work in its headquarters in 
Gosforth, outside the city. The remain- 
ing—mostly derelict—quayside buildings 
are of little architectural value. 

The developers need P&G's site not 
just because crumbling pre-war buildings 
would look odd in the middle of their 


posh new area, but for a crucial road. P&G 


has no plans to budge. "We want to see a 
development that would let us stay in our 
building," said a spokesman. 

Traditional rivalry between the west 
and the east of the city is fuelling the row. 
The west is keener on the development 
than are the eastern council estates bor- 
dering on the quayside. The local Labour 
MP, Mr Nicholas Brown—whose strong- | 
hold is the east—has long had edgy rela- | 
tions with the leader of the Labour-run | 
council, Mr Jeremy Beecham, a west-end | 
man. While Mr Beecham has made | 
friends with the Twoc, Mr Brown has | 
never had much time for it. The P&G row | 
has sharpened tempers. Mr Brown has | 
been attacking the TwDc for being nasty | 
to a big local employer, and there has | 
been a sharp exchange of letters between | 

| 
| 
| 
| 
| 
| 
| 


"ec MU ER 


the MP and the council leader. 

On November 14th a court will hear 
the TWDC's plea for a compulsory-pur- 
chase order. If P&G fends this off, it will 
make a lot of money: its site is probably 
worth £1.5m-2m now; in the middle of a 
smart development, it could be worth 
£5m-6m. No doubt Newcastle will eventu- 
ally get its glitzy riverfront; but, thanks to 
this. leading corporate citizen, later and 
more expensively. 
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Skullduggery and mayh 


T PRIME minister’s question time on 

u November 7th Mrs Margaret 
Thatcher did little to cool political 
passions. Once again, she said she was baf- 
fled that Mr Nigel Lawson, her erstwhile 
© chancellor, “should want to resign with 
‘such suddenness and haste”, and claimed 
` that "it was quite clear that he was deter- 

mined to go and go that дау”. 

Who now can believe what? So much 
disinformation is flying around Westmin- 
ster that the sensible rule is to accept the 
opposite of what one is told. For instance, 
many Labour MPs said they were frus- 
trated over their leader's performance at 
question time: Mr Neil Kinnock failed to 

.challenge Mrs Thatcher to dispute Mr 
Lawson's own account of his exit. The 
boys on the backbenches thought Mr 
Kinnock had muffed his chance to nail 
the prime minister. But do they really 
want her nailed? Many Labour Mrs think 
that Mrs Thatcher has become an elec- 
toral liability to the Tories; ergo, the 
longer she stays, the better. Others (in- 
cluding, it is said, Mr Kinnock) still fear 
her leadership; ergo, they want her to go. 

Tories, too, are divided. Some say 
their constituents want a change; others 
(especially from urban seats) dismiss this 
as the condescension and timidity of the 
shire middle-classes, who have never 
taken to her. Britain's skilled workers, 
they argue, still love the lady. 

The problem for Tory MPs continues 
to be timing. If a challenge to Mrs 
Thatcher is not mounted during the an- 
nual window of opportunity that opens 
next month, she is safe until the general 
election; no one believes that in return for 
aclear run this winter she would go volun- 
tarily next year. No potential stalking 
horse has yet emerged, for good reason. 
Any Tory MP who challenged and failed 
could face severe retribution; deselection 
by his local party, say, or an end to the 
chances of a knighthood. 

In any challenge the battle would be 
for abstentions rather than votes. But 
even for abstentions, a heavyweight chal- 
lenger is needed —and none has so far vol- 
unteered, Nonetheless, the plotters insist 
they will. have a candidate, and now say 
his identity will emerge only minutes be- 
fore nominations close; under the rules 
the identity of the proposer and seconder 
of a candidate is secret. 

How deep do feelings run? This deep: 
Tories say the only safe abstention will be 
a spoilt ballot, since a scrutineer with a 
cleverly palmed pencil could mark a blank 
paper. One senior Thatcher supporter 



































































em, contd 


says that if he could get hold of ten ballot 
papers to mark for her, he would. Silly 
talk, you might think; but spoken in all 
seriousness. 


Poor lamb 
The rumours (all denied) about Mr Cecil 


Parkinson's finances have crowned a mis- 
erable six months for the transport secre- 
tary. In the spring, as energy secretary, he 
coveted the industry department, where 
he had spent three months in 1983. Se- 
cretly, he might even have hoped for the 


Below the salt, these days | 


foreign. office, which the prime minister 
had earmarked for him six years ago, be- 
fore he told her that his secretary was 
pregnant by him. Some of his friends 
talked of the Treasury. 

It was not to be. In the summer reshuf- 
fle, he was handed transport, a portfolio 
distinctly below the salt. And after Mr 
Nigel Lawson’s resignation last month, 
Mr Parkinson stayed put. 

“His best friends”, said one still sym- 
pathetic to him this week, "would not say 
he was a details man". Amen to that, civil 
servants groan, as they pick over the mess 
in which he left electricity privatisation. 
On his last day at the energy department, 
he bowed to what all but he had known to 
be inevitable, and removed the aging 
Magnox nuclear power stations from the 
sale. Now Mr John Wakeham, his succes- 
sor, has been forced to drop all nuclear 
power from the privatisation. 

His record at transport has been no 
better. He handled the disaster of the 
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Marchioness, a Thames pleasure boat 
which sank in August, with tact. But his 
negotiations with the Treasury on. this 
year’s public-spending round have been 
pathetic. Of the rail and road $3 
veiled by Mr Paul Channon, his pr 
sor, it'seems Mr Parkinson has beer 
to secure Treasury approval for just o 
the extension of the Jubilee tube line. 

Excuses can be found. Some insid 
say that Mr Channon gaily announced his 
grand plans to the public and then played 
the Whitehall game of trying to "bounce". 
the Treasury into paying for them. Mr 
Norman Lamont, the tough chief secre- 
tary, would not be bounced. Again, chati- 
table souls say that the City's Big Bang 
would not have happened without Mr 
Parkinson; in the summer of 1983 he per 
suaded the Stock Exchange to liberalise 
its rulebook. And he was much loved as 
party chairman from 1981 to 1983. 

But the Whitehall consensus is that he 
is just not of Cabinet calibre. It is not only 
civil servants who have long said this; 
some Cabinet colleagues were stunned 
when Mrs Thatcher brought him back in 
1987 after four years’ exile, and were bat- 
fled by speculation this spring that he 
might be promoted. Now Mr Parkinsor 
himself must know he has reached his lim 
its: usually a wise time to go. 
































Brain teaser 


Numerate readers will have spotted that 
we got our arithmetic in a twist last week 
in describing the rules for a Tory leader 
ship election. To win on the first ballot, а. 
candidate has to get both an overall mae 
jority of the 373 eligible voters and a mar 
gin over any other candidate of at least | 
15% of the 373. We simply added 1596 to. 
the 50% and said that 65% of the 373 pose 
sible votes (or 243) were required fora 
first-ballot victory. So 131 defections from 
Mrs Thatcher would trigger a second 
ballot. 

Wrong, on two counts. First, defectors 
from Mrs Thatcher might abstain rather 
than vote for another candidate. In pràc 
tice, she would probably satisfy both re 
quirements by getting a simple major? 
Second, we came up with a dud figure $ 
what Mrs Thatcher would need against an 
opponent capable of attracting every anti 
Thatcher vote. One need take only the: 
50% majority and add half of the 15% 
margin to reach the critical number: 187 
votes plus 28 votes (half of the 56 «hat 
amounts to 15%) would ensure a first bal 
lot score of 215. That would exceed the. 
best possible runner-up by 37—-that is, 
just over the required 15%. Elementary. 









Size has little to do with brain power in busi- 
ness. Nor with the qualities that separate a 
good bank from a great one. What wins bat- 
tles is creativity, enthusiasm, efficiency and 
standards of personal service. Skills that 
tend to be associated more with a smaller 
bank than with the bureaucracy of an 
international giant. 

Creditanstalt doesn't rank among the ten 
largest in world banking: but we have 
achieved pre-eminence in Austria. Our 
steadily increasing list of clients has 

chosen us for our abilities, our attitude, our 
geographic strengths and our imaginative - 
solutions to their financial ! problema - not for 
our bulk! 


CREDITANSTALT 


Austria's leading bank. 





















Head office: Schottengasse 6, A-1010 Vienna, 
Tel. (0222) 531 31/1151, Fax 535 02 03 


London office: 29, Gresham Street, Londón EC2V TAH, 
Tel. (1) 822 2600, Fax (1) 822 2663 - 


New York office: 245 Park Avenue, New York, NY 10167, 
Tel. (212) 856 1000, Fax (212) 856 1234 


Hong Kong office: Exchange Square Tower ill; 
28th Floor, 8 Connaught Place; Central, Hong Kong, 
Tel. (5) 868 3111, Fax (5) 858 5115... 


Further offices in Atlanta, Berlin (GDR), Budapest, Buenos 
Aires, Dubai, Milan, Moscow, Prague ап Francisco, Tokyo. 














BUSINESS THIS WEEK 


Corporate romance 








Morgan Grenfell, a British 
merchant bank, tried to dodge 
Indosuez, a French financial 
group which wants to buy it. 
Morgan's first white-knight 
choice, BZW, turned it down 
because it thought the price 
too expensive at $1.2 billion 
(18 times annual earnings). 
Morgan says it has at least 
three other suitors. 


Paribas, a blue-blooded 
French banking group, in- 
creased its hostile bid for 
Navigation Mixte, an insur- 
ance-to-frozen-food conglom- 
erate. It is now offering $3.6 
billion for all Mixte's equity. It 
was previously offering to buy 
only 67% of it. 


Britain's eighth-biggest build- 
ing society, Cheltenham & 
_ Gloucester, will pay deposi- 

` tors at the Guardian building 
society 4% more than the 
value of their deposits if they 
agree to a merger of the two 
societies. The Guardian has 
over $2 billion in deposits, so 
the bribe will cost саб $65m. 


... and divorce 


British & Commonwealth, a 
financial-services company, is 
to sell its fund-management di- 
vision, Gartmore, for $200m. 
B&C needs the money to cut 
its $1.1 billion-worth of debt. 


To concentrate on mineral wa- 
ter and Roquefort cheese, 
Source Perrier wants to sell 
its unnaturally-fizzy drinks 
business for $400m. 
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In the courts 


Ten people were arrested in 
connection with the County 
NatWest/Blue Arrow af- 
fair, including Charles Vil- 
liers, ex-chairman of the mer- 
chant bank; Jonathan Cohen, 
its ex-chief executive. They, 
NatWest Investment Bank, 
County NatWest and UBS 
Phillips & Drew are charged 
with conspiracy to defraud. 


A West German court 
stopped Hoechst from produc- 
ing genetically engineered hu- 
man insulin, a drug to treat 
diabetes. The court ruled that 
as parliament does not specifi- 
cally allow gene technology, 
any use of it was illegal. 
Hoechst had spent $33m on 
its insulin-producing factory. 


The six defendants in the 
American Princeton/New- 
port fraud case received token 
prison sentences. The judge 
rebuked the authorities for 
charging them under the 
Racketeer-Influenced and 
Corrupt Organisations law, 
designed to catch gangsters, 
when their crimes were mainly 
tax-avoidance and securities 
fraud. Michael Milken, a for- 
mer employee of Drexel 
Burnham Lambert who faces 
similar charges, will now prob- 
ably choose to go to trial 
rather than to plea-bargain. 


Black gold 






my em 
Saudi Arabia, which has 
nearly 2096 of the world's 















crude-oil reserves, found more 
oil. Its latest discovery is high- 
quality low-sulphur oil, which 
is valuable because it can eas- 
ily be refined into petrol. 


A French commodity trader, 
Sucres and Denrees, agreed to 
buy 1596 of Iran's oil exports 
for the next 18 months for 


$2.6 billion. 


Shareholder power 


Big shareholders in DRG, a 
British paper-and-packaging 
company, threatened to block 
the full takeover of the com- 
pany by Pembridge, a Bermu- 
dan shell-company which now 
owns 54% of DRG. The share- 
holders reckon that if they re- 
tain a 25% stake they can 
block Pembridge’s plans to 
break up the company or can 
force Pembridge to pay a 
higher price for their remain- 
ing shares. 


NFC, formerly Britain's state- 
owned National Freight 
Corporation and now mainly 
owned by employees, polled 
its shareholders to find out 
what its strategy should be. 
Most wanted the group to ex- 

pand internationally but some 
wanted the group to move 
into property, travel and road 
haulage—the very businesses 

it is now in. 


Chipping away 


In another attempt to patch 


up the squabble over technical 


standards in the computer in- 
dustry, AT&T, inventor of the 


. Unix operating system, asked 








computer-making rivals to bir 
shares in its Unix software 
business. The rivals, mean- 
while, continue to write their 
own version of the program. 


IBM has licensed its technology. 
for memory chips to Micron _ 
Technology, an American | 
memory-chip specialist. Th IS 
a swipe at Japanese producers | 
but also further undermines 
US Memories, an industry- 
wide chip consortium. 


Ups and downs 


Dennis Weatherstone, an Eng: 
lishman, is to succeed Lewis 
Preston as head of J.P. Mor 
gan, a top New York bank. 


Sensing that the Federal Re- 
serve was easing credit, the 
Southwest Bank of St Louis 
lowered its prime rate by ha 

a point, to 10%. The South 
west prides itself on being the 
first American bank to тане 
or lower its prime rate. 


Short-selling of the dollar by 
Polish speculators on the 


¦ streets of Warsaw has driven 
| up the value of the zloty. In: 
| the past ten days the Polish 

| currency has risen by nearly 


one-third. A dollar now equals: 
5,000 zloties. When Solidarity 

took over on September 12th, 
the rate was 12,000. 


Bottom lines 
McCaw Cellular Commie 


nications, an American mo- 
bile-telephone company bide 
ding to take over a rival, LÎN 
Broadcasting, reduced its 
third-quarter losses to $45m. 
from $82m a year ago. 


Texas Air's subsidiary, Con 
nental Airline, reported t 

its third-quarter income mor 
than doubled to $43m come 
pared with the same quarter a 
year earlier. But at another 
subsidiary, Eastern Air 
Lines, losses for the same pec 
riod increased by more Шай 
two-thirds, to $185.2m. 




























This is the key to the 


world’s most advanced | 






locking system. 


It is the first key which 
complements a sophisti- 
cated mechanical 
design with an electronic 
coding concept. The 
secret lies in a tiny chip 
integrated in the key 
itself, Manufactured by 
KABA, a Swiss company, 
it can be programmed 
to open only certain 
designated doors within 
a master locking system, 
and even to provide 
access only at certain 
times of day. This design 
offers a unique remedy 
in the event of key loss 
or theft, The respective 
locks do not have to 

be replaced. Instead, 
they are simply repro- 
grammed to reject the 


missing key. 


General Management in CH-4002 Basel, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplotz 6. Worldwide network: A 
(Adviser), Buenos Aires, Cairo; Calabar (Adviser), Calgary, Caracas, Chicago, Dallas, Dublin, Edinburgh; Frankfurt, Grand C. 

: n, Lima, London, Los Angeles, Luxembourg, Madrid, Manchester, Melbourne, Mexico, Miami, Monte "Carlo, M 
C New York, Osaka, Panama, Paris, Rio de Janeiro, San Francisco, São Paulo, Seoul, Singapore, St. Helier Jersey, Stuttgart, Sydni 


| s finest 
capital market services. 


Today, when large corporations need 
funds, they have many markets to 
choose from, and a bank that pro- 
vides access to them all: Swiss Bank | 
Corporation. You need that kind of 
coverage to take a global approach 
when the markets are changing so 
fast. Plus an ally with the ability to 
adapt and anticipate. And the con- 
fidence of having a powerful distri- 
bution network behind you. In short, 
you need what Swiss Bank Corporation 
does when it underwrites an average 


of three securities issues each day. 


Schweizerischer Bankverein 
Société de Banque Suisse 


The key Swiss bank 


ae Swiss Bank Corporation 
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| The sincerest form of flattery 


apanese companies plan to break into the commercial-aircraft market. 
tep one: get Boeing, the world's biggest plane-maker, to teach them 
how—just as Japan's car- and computer-makers learnt from abroad 


NTRIKE-bound Boeing has plenty of wor- 
ries, including an angry workforce, a 
growing order backlog and impatient cus- 
tomers. The company's executives may have 
just added another unwelcome item to their 
worry list: enraged congressmen. Boeing 
nts to share the development and produc- 
_ m of its next new aircraft, a wide-body jet 
‘capable of carrying 285-350 passengers, with 
three Japanese companies. — 

This does not go down well with a Con- 
gress still smarting over the Bush adminis- 
tration’s agreement earlier this year to trans- 
fer know-how to the Japanese to build an 
advanced fighter aircraft called the FSX. 
Trade hardliners in Washington will fear 
that Japan is making a “technology grab” 
for the $50 billion-a-year business of build- 
ing commercial jets—the one remaining in- 
dustry that American firms, namely Boeing 

;:; and McDonnell Douglas, still dominate. 
"They may be right. 

Nevertheless, Boeing has little choice 
but to turn to the Japanese. Paradoxically, 
the biggest problems besetting the Seattle- 
based aircraft manufacturer are problems of 
success. For instance: 

V Air-passenger volumes are increasing at 
nearly 696 a year. They are expected to carry 
on doing so throughout the 1990s. At the 
same time, airlines around the world are 
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having to pension off many of the jets they 
bought when the air-travel business began 
to take off in the 1960s. Between them, 
Boeing, McDonnell Douglas and Europe's 
Airbus Industrie can expect to share orders 
for 850-900 new aircraft a year for more 
than a decade—worth at least $400 billion 
when spares and engines are included. 

@ With a backlog of 1,600 aircraft on order, 
Boeing's factories are working flat out—or 
they were until 58,000 machinists went on 
strike early last ‘month. Pay is part of the 
problem, as are the long hours of overtime 
that Boeing's workers are béing forced to 
put in. Reluctant to expand capacity. in case 
of a sudden downturn, and with little spare 
labour in the Seattle area, Boeing's only op- 
tion is to subcontract still more of its 
manufacturing. 

€ So that success can breed still more suc- 
cess, Boeing is also having to rethink its 
business. It can earn more money as à de- 
signer, assembler and marketer of aircraft 
than as an integrated manufacturer produc- 
ing all the parts. Already two-thirds of the 
value of a 747 jumbo comes from outside sup- 
pliers. Just like America's carmakers, Boeing 
has.to forge close alliances with component 
suppliers which can be trusted not only to 
manufacture parts.and sub-assemblies, but 
also to do the R&D needed to ensure that 














their components get better and thea 
Although Boeing accounts for 


craft sales, it has nothing to o 
the fastest-growing parts of 
market-—twin-engine aircraft to haul 
passengers cheaply over distances 
4,000 miles. This is the niche chat 
Industrie is filling with its A330// 
and McDonnell Douglas with the 
gined MD-11. Hence Boeing's recent ta 
with its three big Japanese subicont: 
on the 767-X, a new airliner based 
seat 767 but with a redesigned w 
longer body. 

For a dozen years or more, Boel 
had good value from Mitsubishi Heavy 
dustries, Kawasaki Heavy Industri 
Fuji Heavy Industries, which hav 
flaps, wing ribs and fuselage pa 
riety of Boeing airliners. But the Ame 
firm has a more important reason to ke 
Japanese subcontractors happy. m 
of Boeing's biggest markets atin 
one-third of its 747 orders last year anc 


































and Fuji have become impatiet 
Boeing. Throughout the mid-19 


aircraft known as the 717. The ini 
was for a 150-seater. This wa 
modified to accommodare 180 
The idea was shelved by Boeing 
lost interest in the 77s fuebefficient prope 
engines when oil prices fell. Meanwhil 
Ministry of International Trade and ind 
try (ITD had given the Jap: 
some Y 10 billion ($70m) in de 
and promised more to come. 
The sézX project landed in Tol 
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е to prevent relations between Boeing 
the Japanese authorities turning nasty. 
After their recent experience, the Japanese 
partners will be pushing hard to see that 
Boeing is not talking about yet another “pa- 
per aircraft”. Actually, that seems less likely 
now that Airbus Industrie and McDonnell 
Douglas are pushing ahead with their new 
300-seaters. Also, MITI is keener than ever 
on aircraft manufacturing. It is hinting that 
it will underwrite projects that help Japanese 
rms get into the commercial-aircraft indus- 
try's big league. 

Boeing has got the message. Rough esti- 
mates put the 767-X's launch cost at $4 bil- 
lion. Under the most likely arrangement, 
the three Japanese partners would have to 

mp up 2096— more than $800m between 
them—over five years. They will be more 
than willing. 

MITI has been waiting for an opportu- 
nity like this for years. Ever since the high 
yen wreaked havoc on much of Japan's man- 
ufacturing, an expanded aircraft industry 
has been part of Mim1’s vision for the future. 
Many Japanese manufacturers are adding 
value to their materials at a rate of less than 
3100 per pound. Shipbuilding adds value at 


In the wings 
Japan's aircraft industry 


Sales 
Yen ($bn) 
1,700 (13.3) 
767 (6.0) 
663 (5.2) 


less than one-tenth that. Techniques honed 
in building commercial aircraft can provide 
a five-fold improvement іп manufacturing's 
added value. 

With aeronautics now firmly under its 
wing, MITI sees the technologies associated 
with designing and building aircraft as the 
Most promising tool for reshaping Japanese 





Guinea pigs 


| \ \ [ITH shares, junk bonds, property 
n and the dollar all shivering, where 
| should the canny investor place his 
|| money? In Papua New Guinea, the High- 
_ land tribesmen have no doubts. Their 
М favourite investments have long been 
[Е pigs апа women—in that order. 

A Highlander’s status used to depend 
upon the number of pigs he owned. Lo- 
| cally, pigs still serve a function per- 
|. formed by Porsches in allegedly more so- 
. phisticated societies—they аге a symbol 
| of conspicuous wealth. Unlike the 
> Joneses keeping up with you next 
_ door, tribesmen are keen not only 
| on displaying wealth, but also on 

| giving it away. That builds up fu- 
. ture obligations for others. A good 
Occasion to prove wealth is mar- 
riage: the bride's clan must be paid 
| abride price by the groom's clan. A 
bride price is still paid by almost ev- 
_ ery groom throughout the country, 
from investment bankers (there are 
a few) to pig farmers. Real show-offs 

| become polygamists. 
| . Papua New Guinea has moved 
| from the stone age to the plastic age 
|| in just a few decades. American Ex- 
| press will now do nicely in the 
` country’s painfully costly hotels. 
in many areas pigs, kina shells 
(after which the country’s currency 
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is named) and even grass skirts are still 
negotiable currency. They are quite ac- 
ceptable as payment for the bride price. 
Random sampling suggests that the 
bride price varies considerably. In the 
Southern Highlands the going rate is 20 
pigs, worth about 10,000 kina ($11,000). 
In East Sepik the average bride is going 
for a bargain 1,000 kina. There is clearly 
an opportunity for arbitrage. The high- 
est bride price believed to have been paid 
is 100,000 kina—by an official in the fi- 


nance ministry. 
















































manufacturing in the 1990s. The immediare 
problem for MITI is that 80% of the Japane 
aircraft industry's business now comes гош 
building American military aircraft under li- 
cence. Despite the jitters in Washington 
about the rsx, building jet fighters is not the 
way to teach manufacturers how to make 
competitive commercial jets. MrT!'s target is 
a 1096 share of the passenger-jet market by 
the turn of the century. 

To wean the country's three main air- 
frame makers off military jets, the govern- 
ment has given the go-ahead to a replace- 
ment for the vintage and bone-rattling vs-11, 
Japan's first attempt to go it alone in com- 
mercial aircraft. This year MITI provided 
Y 100m for initial studies of an advanced 75- 
100-seat propJjet. A further Y200m will 
come next year. Taking a leaf from Boeing's 
book, Mrri wants the Japanese manufactur- 
ers to subcontract work on the vs-11 succes- 
sor to China and South-East Asian coun- 
tries, all potential customers for the new 
aircraft as well as potentially cheaper supp" 
ers of parts than Japanese manufacturers. 

Beyond that lies мІТ1'5 seven-year feasi- 
bility plan for a supersonic jetliner. This 
year MITI provided some ¥400m to nudge 
along research on the kind of materials, 
structures and engines needed for a replace- 
ment for Concorde. Japanese manufacturers 
have few illusions about going it alone on an 
aircraft that would be twice the size of the 
Anglo-French jet, able to fly at three times 
the speed of sound (half as fast again as Con- 
corde), and would be very expensive. If 
nothing else, the project would direct atten- 
tion to the design tools and testing equip- 
ment (wind tunnels, fatigue rigs, engine test- 
beds) that the Japanese industry 
would need to rank alongside those of 
America and Western Europe. 

In the meantime, first-hand experience 
of how to build a wide-body passenger jet 
like the 767-x would be of great help. Boeing 
would not share any of the final assembly 
work, because that is where the company 
tailors its aircraft to customers' needs, estab- 
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Aspects of EMU 


Ped 's finance ministers meet on Ne 13th to discuss eco- 
mic and monetary union. Britain, sti its feet, may soon 
look И less кш the than critics say. The. ete 0 aes a a one-cur- 


rency Europe really makes sense is onl ip teak starting to be 


HE Delors committee, which has so 

far set the agenda for discussion of 
EMU inside and outside government, was 
given a narrow mandate: work out the 
steps to get from here to monetary union. 
Its report duly provided a blueprint—a 
bad one, as it happens—for a breathtak- 
ingly radical reform that was simply 
deemed to be a good thing. Debate over 
what form monetary union might take, 
and over whether any form of monetary 
union is better than the exchange-rate 
mechanism (ERM) of the European mone- 
tary system as it now stands, is overdue. 

This debate can start at next week's 
meeting of finance ministers in Brussels 
largely because the British government 
has squirmed out of a promise. At the pre- 
vious meeting, in Antibes, Mr Nigel 
Lawson talked of alternative approaches 
tO EMU, with vague reference to the idea of 

“competing currencies”, and promised to 
produce a paper. In the meantime some- 
thing else came up, and Mr Lawson will 
not be going to Brussels. But his successor, 
Mr John Major, will, and Mr Lawson’s pa- 
per will be in his briefcase. 

This document, released last week, 
pretends to offer the alternative approach 
to EMU that was promised, but really does 
no such thing. It also pretends to flesh out 
the idea of competing currencies. It does 
not do that, either. 

The competing-currencies idea im- 
plied that people should be free to decide 
which European currency to use in their 
transactions. The best (least inflationary) 
would become the most popular: market 
forces would pick Europe’s common cur- 
rency. The trouble is that people are al- 
ready free to use any currency they choose 
and show no sign of abandoning their na- 
tional monies. Governments would there- 
fore need to “encourage” competition. 
Hence the idea that corner shops in 
Wigan might be forced to accept payment 
in Greek drachmas. 

Ditching this nonsense while pretend- 
ing to be clarifying it, the Treasury is now 
arguing for competition not among cur- 
rencies but among monetary policies. Its 
new claim is that the ERM promotes com- 
petition among governments to achieve 
the lowest inflation rate, whereas a single- 
currency system (or a system with fully 
fixed exchange rates) would not. 

So while the Treasury’s paper takes for 
granted Britain’s undertaking to join the 
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ERM in due course, and even suggests 
some further tinkering with the system, it 
does not foresee a single-currency Europe. 
In terms of the Delors report, it wants to 
stop after stage one. The Treasury i insists 
its proposal is nonetheless “ап evolution- 
ary approach to monetary union"—the 
alternative to Delors it promised in An- 
tibes. If so, it has in mind a multi-currency 
monetary union—a concept of unusual 


subtlety, even by Whitehall standards. 





The Treasury's plea of consistency 
throughout is unconvincing, but the eco- 
nomics of its new position deserve to be 
taken seriously. An article by Mr David 
Currie in the London Business School's 
most recent "Economic Outlook" sup- 
plies the intellectual backbone. 

Recall that Sir Alan Walters has ac- 
cused the ERM of having an inflationary 
bias because it keeps nominal interest 
rates equal across the system's members, 
thus implying lower real interest rates 
(looser monetary policy) in the high-infla- 
tion countries. This view sets aside the 
fact that the ERM is not a fully fixed sys- 
tem: parities can and do move within the 
ERM's divergence limits (see chart). This 
means that governments retain a degree 
of monetary control. By raising interest 
rates a government can move its currency 
to the top of its band, thus tightening 
monetary policy. 





Mr Currie's point is that a system like 
the ERM not only allows governments to 
keep money relatively tight, but encour- 
ages them to do so. As a currency falls to 
the bottom of its band, governments have 
to consider the possibility of a realign- 
ment of the system, which is politically 
embarrassing for the government whose 
currency is to be devalued. There are no 
such worries for a currency that rises into 
the upper half of its band. In other words 
the system is "asymmetric". In effect, gov- 
ernments compete to keep their curren- 
cies high in their bands. This competition 
drives inflation rates down towards the in- 
flation rate of the lowest-inflation country 
(West Germany). 

Under a fully fixed or single-currency 
system, inflation rates would also. con- 
verge, but not in the same way. In a single- 
currency system, the common inflation 
rate would be decided by the monetary 
policy of the European central bank. It 
would tend to reflect the average prefer- 
ences of the people running the bank, 
rather than giving automatic weight to the 
most anti-inflationary. This looks like a 
respectable reason for not going beyond 
Delors stage one—even though the big 
microeconomic benefits of a single cur- 
rency (exchange-rate certainty and lower 
transaction costs) would then be lost. 

Advocates of a single currency have 
two possible replies. The first is to ensure 
that any European central bank would be 
as anti-inflationary as West Germany's 
Bundesbank. This seems perfectly feasi- 
ble: central bankers with long terms of ap- 
pointment and an explicit responsibility 
(like the Bundesbank) to preserve the 
value of the currency should have suffi- 
cient independence to do their job. Alter- 
natively, a fully fixed or single-currency 
system might be pegged to a basket of 
commodities, or to some other standard 
of purchasing power, creating a modern 
version of the gold standard. 

Britain’s government can rightly say 
that these arguments need to be devel- 
oped. Since either would fit well with its 
own non-interventionist vision of Europe, 
it is a pity that it has not taken on the task 
itself, preferring instead to block further 
change by any means available. 

The Treasury's new paper will com- 
pete for attention in Brussels with another 
report listing questions about how the 
Delors programme might proceed. This is 
a preliminary to the calling of a confer- 
ence to revise the Treaty of Rome. The list 
continues to take it for granted that the 
Delors vision of monetary union is a sensi- 
ble goal. Despite its defects, the Treasury's 
paper at least insists that this assumption 
be examined. West Germany and Holland 
are having similar doubts. Britain may not 
be isolated in Brussels after all. 
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lishes important marketing connections and 
Stamps its name on the aircraft. But if they 
play their cards right, Mitsubishi, Kawasaki 
апа Fuji Heavies, along with Ishikawajima- 
. Harima Heavy, which is developing aero-en- 
- gine expertise, could turn themselves into 
the leading component suppliers to the 
world's aircraft builders. 
Japanese firms already have 7096 of the 
_ work subcontracted overseas by Boeing and 
McDonnell Douglas. They would aim to 
. turn this into design and manufacturing 
leadership in such areas as hydraulic sys- 
tems, control surfaces, in-flight entertain- 
. ment equipment and other bits and bobs. 
With computers and cars, Japanese manu- 
| facturers got a foot in the global market by 
- first building a strong component industry 
at home. Later, they filled market gaps 
abroad that American and European firms 
had overlooked, with high-quality, low- 
priced finished products. Japan is betting it 
can pull off a similar trick with aircraft. 










National Semiconductor 
A long recovery 


79) 


A CLARA, CALIFORNIA 


СОК three of the past four years National 
Semiconductor, a California chipmaker 
and one of America's giants, has lost money. 
may lose money this year too—especially 
if the current downturn in the chip market 
worsens. National's tale is one of poor mar- 
- keting and poor management—and a warn- 
ing to those who think that trying to drum 
up support in Washington is an easy way to 
fight the Japanese. 
.. National's founder, Mr Charles Sporck, 
one of the chip industry's leading campaign- 
ers for government backing against Japanese 
competition, has had to give up the fun of 
industrial politics for the much drearier task 
of clearing up problems at home. Mr Sporck 
has performed radical surgery on his com- 
pany. At the beginning of this year, he sold 
off its electronic-equipment business, which 
accounted for 44% of National's 1988 sales 
of $2.5 billion. Before completing the sale, 
he laid off 2,000 workers, 5% of the compa- 
s staff. Then he restructured what was 
left, namely National’s chip business, so that 
development, marketing and sales suited 
customers’ needs rather than the interests of 
ational's chip engineers. The cure has 
been working, yet the company still faces a 
lengthy and uncertain recovery. 
__ As one of America's first chip compa- 
nies, National Semiconductor has a fine 
pedigree. It is a pity that pedigrees count 
only in canine competitions. The problems 
W have plagued the entire American 
chip industry—a price plunge, politics and a 
sluggish response to Japanese competition— 
have hit National especially hard. 





















Sporck crossed the Potomac 


Merely to stay in business National has 
had to raise almost $500m from the sale of 
assets. Since 1986 its chip operations have 
suffered an accumulated running loss of 
over $350m. In the year to May 1989 the 
company had an operating loss of $187m on 
chip sales worth $1.6 billion. 

The sorry tale of National’s decline be- 
gan when the world chip market crashed in 
the mid-1980s. Japanese firms were ready to 
sell chips at rock-bottom prices. Many 
American competitors accuse them of sell- 
ing chips at a loss. Whatever the truth of the 
matter, American companies were either 
unwilling or unable to meet Japanese prices. 
This caused two changes in the American 
industry: first, a movement away from com- 
modity chips towards more specialised chips 
where the Japanese were less able to com- 
pete; then a frenzy of lobbying and politick- 
ing by chip companies in Washington. Na- 
tional’s top brass concentrated too much on 
politics and not enough on moving the com- 
pany up market. 

National has always been a company 
driven by manufacturing, perhaps too 
driven for today’s increasingly complex mar- 
ket. In the 1970s relatively few standard 
chips went into relatively few products, so 
marketing was not much of a problem. 

After chip prices fell, most American 
manufacturers could compete only by sell- 
ing chips for niche markets. National did 
not have the marketing skills to find or ex- 
ploit the right niches. According to 
Donaldson, Lufkin & Jenrette, a stockbro- 
ker, the difficulty of moving from commod- 
ity chipmaking was exacerbated by Nation- 
al's large investment in plant, which 
committed the company to continue mak- 
ing standard chips. Moreover, some of Na- 
tional's brightest employees were tempted 
away from the firm to local start-ups by lu- 
crative equity deals. 

Conscious of his company's exposure to 
competition in commodity chips, Mr 
Sporck concentrated on lobbying in Wash- 
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ington for government help 
in battling the Japanese. He 
also helped form a research 
consortium called Sema- 
tech. He regularly warned 
of America's fate if Japan 
was allowed to take over the 
chip industry. It was proba- 
bly just a lucky accident 
that such fears of Japanese 
domination enabled Na- 
tional to pick up Fairchild, 
a chip-making rival, for a 
song in 1987 after Washing- 
ton frowned on Fujitsu's at- 
tempt to buy the company. 

Nevertheless National 
has paid a heavy price for 
Mr Sporck's preoccupation 
with lobbying. While he 
was in Washington, his 
company was actually run by the heads of ite 
two businesses, the chip group and the i 
formation-systems group. That was a mis- 
take. Mr Sporck should either have given up 
the top job at National or done it properly. 
In January he admitted that he had been 
slow to acknowledge the chip business’s 
problems. In April he returned to Santa 
Clara to take personal control of 
chipmaking. Mr James Smaha, the head of 
the semiconductor group, left. 

Analysts are heartened by recent 
changes at the company, yet remain wary. 
They say that, with the cash it has raised 
from the sale of its equipment businesses, 
the company is not in danger of imminent 
collapse. But they still worry about its long- 
term health. National's slim profits will 
make it hard to invest the large sums needed 
to keep up with the chip industry's relent- 
less technological change. National is still in 
a fragile state, poorly equipped to weather a 
sudden storm. 





Europe's chemical industry 
Here we go again 
F that favoured phrase, “reliable 


sources", can be believed, the European 
Commission will soon open proceedings 
against Imperial Chemical Industries (ict), 
Solvay and a number of other giant chemi- 
cal firms for allegedly operating a cartel in 
soda ash, a raw material used to make glass. 
It is not the threat of the usual paltry penal- 
ties if the commission is successful that will 
embarrass the companies, but the timing of 
the commission's action. Europe's chemical 
industry is lobbying the commission hard to 
renew anti-dumping charges on imported 
American soda ash. That plea will now raise 
a wry smile in Brussels. 
Worse, the industry is also more likely 
to meet with scepticism over a host of far 
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To play a fine violin tuned to perfect pitch is indeed an experience to be 
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Equally an experience to Бе savoured is to be behind the 
wheel of a Volvo 760. 

The resonant growl of its 2.8 litre V6 fuel-injected engine 
with microprocessor-controlled ignition. The high-performance 
tuning of Volvo’s turbo-charge. 

There's more music to your ears 

The new Volvo Multilink rear suspension system for 
superior roadholding. And the all-new Electronic Climate 
Control System. 

The Volvo 760. You don't have to be a music lover ti 
appreciate its performance, just a connoisseur of superb cars 


True, the difference between a single malt Whatever it is, the taste of The Glenlivet is 


whisky and a blended whisky is just about the original. “The Father of All Scotch Whiskies”. 
impossible to tell by looking at them. Even for us. In fact it is held in such high esteem that most 

The easiest test is taste. And if you were discerning drinkers never mix it with anything. They 
to try just one sip of each, у‹ yu’d discover one to enjoy it straight. No water. No soda. Not even ice. 


possess a more mellow body. 
A more delicate bouquet. 
A subtle smokey flavour that 
is unforgettable. That will be 
The Glenlivet’ « riginal | 2-year 
old single malt w hisky. 

A different kind of 
whisky. Never blended with 


other malt or grain whiskies. 





Absolutely pure. 


Which one is The Glenlivet 
original single malt whisky? 


What's the secret behind this distinctive The pure taste of The Glenlivet has stood 


taste? We're not sure ourselves. It could be our apart from the others for well over 







carefully selected barley. Fine, fully ripe. Or the 200 years. And just one small sip 


smokey aroma absorbed by the malted barley as will prove, it still does today. 





it dries over slc »w-burning peat à 


from the Scottish moors. 


She 
t 
Or the crisp, clear highland GLENLIVET 


water from Josie’s Well. Scotland’s first malt whisky. 


"The Glenlivet and Glenlivet” are registered trademarks in the UK and other countries 
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Notepad сроке deals, hard hat for Brussels - 


more pressing issues. Suffering from a gen- 
eral squeeze on margins, chemical compa- 
nies want to swap their businesses and estab- 
lish more joint ventures. To do many of 
these things they need approval from the 
mmission's competition authorities—the 
ту officials who have repeatedly launched 
embarrassing raids on their offices to prove 
price-fixing and other wrongdoings. 

ICI, for one, is negotiating to extend ap- 
proval for its huge polyvinylchloride (Pvc) 
joint venture with EniChem, which already 
has a 25% share of Europe's pvc market. It 
will be difficult for the commission to ap- 
prove this while simultaneously pursuing ICI 
for allegedly taking part in an illegal cartel. 

e companies also want the commis- 
sion to provide protection for them under 
the free-trade agreement between the EC and 
the Gulf states that is expected to be con- 
cluded by the end of the year. The compa- 
nies long opposed such an agreement, argu- 
ing that Middle East petrochemical 
producers would flood the European market 
and force prices down. Having lost that bat- 
iw Posta s chemical firms still want tem- 

iers against imports of some 
inicie from the Gulf. 

Chemical companies also have some 
persuading to do about environmental is- 
sues. After Denmark announced that it 
would ban the use of Pvc, the companies 
have sought assurances that the toughest na- 
tional environmental laws would not be uni- 
formly adopted within the EC. The industry 
is worried, too, by talk in Brussels of setting 
up an American-style Environmental Pro- 
tection Agency for Europe. 

The chemical industry has been trying 
for years to shake off its cosy image. In the 
1920s the giants agreed to carve up markets 
between them: ІСІ got Britain and its empire; 
German chemical companies got central Eu- 
rope; Du Pont got America and the rest of 
the world. Although that arrangement lin- 
gered on after the second world war, it was 
supposed to have been dissolved years ago 
when such cartels became illegal. But old 
habits die hard. Since 1983 the EC has 
brought to trial five cases against the indus- 
try over cartels or other “exclusionary” ac- 
tivities. Only the cement and glass indus- 
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tries have as bad a record. 

In its defence, the industry points out 
that each bulk chemical is made by many 
manufacturers, and the top six producers 
never hold more than 4596 of a market. 
Commission officials believe this does not 
necessarily preclude collusion. The industry 
also claims that changes in the economy 
feed directly through to changes in the price 
of their products, implying that prices have 
not been artificially propped up. 

The industry's reputation for price-fix- 
ing is reinforced by the hyperactive corridor 
talk and bonhomie of its three annual jam- 
borees (one each for the top brass, the in- 
dustry's salesmen and purchasing managers, 
and for marketing strategists). Stories of 
chemicals companies “co-ordinating” their 
efforts to manage markets are a staple of in- 
dustry gossip. The most recent chat has 
polypropylene manufacturers agreeing to 
cut plant capacities in September, shortly af- 
ter a steep fall in polypropylene prices. 
Rightly or wrongly, the industry still has a 
lot to do to convince those who doubt that 
it is run competitively. 





Telecommunications 


After the tone... 


HE next sweet-talking secretary you 

speak to over the telephone may really 
be a machine. Soaring sales of clever new 
telephone systems which can transfer calls, 
take messages, answer queries and even take 
orders mean that the chances of getting an- 
other human on the line are declining. 
Companies find these “voice-mail” systems, 
used well, a great productivity-booster. Used 
badly, they are more annoying to customers 
than even the rudest or dimmest secretary 
or telephonist. 

Like a conventional answering machine, 
voice-mail systems can record messages “at 
the sound of the tone". Their simplest appli- 
cation is to relieve secretaries from taking 
messages. But as part of a computerised sys- 
tem, voice mail can offer other clever 
services: 


€ Automated operators. Pre-recorded re- 
plies allow a caller to route his own call: 
"Press six for the complaints department. 
Press seven for sales. Have a nice day." 

ө Voice-mail can just as easily automate or- 
dering or product information: "Press one 
to order a sales catalogue. Press two to buy a 
widget. Take care now.” 

@ Similar menus can guide the caller to pre- 
recorded information: "Press one for the 
times of trains from London to destinations 
beginning with A, B, or C." 

e Mailing lists. Instead of telephoning five 
or ten colleagues one by one to reschedule a 
meeting, you can broadcast your message 
simultaneously to all of them—or at least to 
their voice-mailboxes. 

The equipment that works these won- 
ders comes in two basic forms. Big-company 
systems with their own computer can pro- 
vide voice-mail services to between 100 and 
4,000 users at a price of $45,000-250,000. 
Smaller systems working through a standard 
personal computer can serve from two users 
to a few hundred. They tend to offer fewer 





features, but cost much less: $800-25,000. 

Three of the biggest suppliers are the 
same big telecoms companies that sell office- 
telephone systems built around a private 
branch exchange (РВХ). According to 
Dataquest, a Californian firm of market re- 
searchers, AT&T, Rolm (IBM's telecoms sub- 
sidiary) and Northern Telecom each have 
around 10% of the world market. A Texan 
voice-mail specialist, vmx, has another 1096. 
But the mar e leader, with well over 15%, is 
a young Silicon Valley firm called Octel. 

Founded in 1982, Octel had sales of 
$87m in the 12 months to June 1989 and net 
profits of $12m. It has grown by turning a 
potential disadvantage—its lack of clout in 
telecoms—into a selling point. The telecoms 
giants, Octel rightly reckoned, would try to 
lock customers into their own equipment by 
making voice-mail systems (which include 
both hardware and software) that work best 
with their own brand of psx, So Octel made 
its systems work equally well with all kinds 
of PBX. 

Competition in the $500m-a-year voice- 
mail market is now hotting up. With sales 
growing at 50% a year, tiny companies are 
jumping in with pc-based systems. The big 
telecoms companies have learnt that propri- 


93 





4 
1 







OICE-mail systems can create night- 

mares of pre-recorded bureaucracy. 
Try telephoning a firm in California and 
ending up, six extensions later, at a 
voice-mailbox in Tennessee—without 
speaking to anyone. Callers dropped 
into voice-mail never-never land can re- 
act by taking their business to a firm 
where real people still 
answer the telephone. 
So one of the first les- 
sons of voice-mail is pre- 
recorded etiquette: 
_ € Say who you are. Pre- 
recorded messages 
should give both name 
and position. Callers 
from outside will not be 








71... 
happy if they end up leaving a message 
on the office cleaner's voice-mailbox. 
@ Say when you will be back, to avoid 
urgent calls going unanswered. Get a col- 
league to check your voice-mailbox while 
you are away on holiday. 
€ Ensure callers can always get through 
to a human being—somehow. Reaching 
the telephone operator's voice-mailbox 
is enough to make some people scream. 
Callers have their part to play, too. 
Proper short voice-mes- 
sages can do the job of 
paper memos—and be 
less irritating. And if 
you tell a voice-mailbox 
why you are trying to 
reach its master, he is 
more likely to be pre- 
pared when he calls you 
back. 




































etary links between their PBXs and voice- 
mail systems win few friends and are now 
ying to make their products as accommo- 
dating as Octel's. Big telecoms-service com- 
panies—like America's "baby Bells" and 
British Telecom—are trying to transform 
the market by providing voice-mail ser- 
so far, pretty basic ones—through 
their own public telephone exchanges. 
—— 15 Canada, for a successful example, 
about half of the subscribers to Bell Cana- 
da's mobile cellular-telephone network have 
voice-mailboxes to take messages when they 
are not in their car to answer a call. The 
‘company was delighted to discover that 
oice-mail subscribers use their telephones 
more than others. Us West, one of Ameri- 
ca’s baby Bells, convinced so many citizens 
of Boise, Idaho, to rent its voice-mailboxes 
that it is now trying out the service in the 
much bigger city of Denver, Colorado. But 
British Telecom has not been overwhelmed 
by demand for its voice-mailbox services. 
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Arc entina’s economy 
Action man 


BUENOS AIRES 


ARGENTINA has so consistently mis- 
4 X managed its heavily indebted economy 
that only the foolhardy would bet that Presi- 
dent Carlos Menem can turn it round. Yet 
thanks to an abrupt and unexpected adop- 
tion of fiscal rectitude and free-market prin- 
ciples since assuming office in July, sceptical 
western bankers abroad and political oppo- 
‘nents at home are prepared, foolishly or not, 
to give the president a chance. 
.. The flamboyant Mr Menem, who began 
- his term by being photographed in a variety 
` of macho poses, wants to avoid the errors of 
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Mr Raul Alfonsin, his plodding predecessor. 
Mr Alfonsin twice froze prices and wages to 
stop inflation. When the freeze began to 
chill the economy, he lost his nerve and 
pumped money into it. His failure to cut the 
government's budget deficit made a resur- 
gence of inflation inevitable. 

Mr Menem, too, made an agreement 
with labour and management to freeze 
wages and prices, but only for the three 
months to the end of September. This 
brought the monthly inflation rate crashing 
down from 196.6% in July to 9.4% in Sep- 
tember. The rate for October may prove to 
have been 6.8%, still equiv- 
alent to a 120% annual 
rate, but the hope is that 
the psychological break af- 
forded by the short freeze 
has been enough to keep it 
headed in the right 
direction. 

Last month the govern- 
ment approved a wage in- 
crease for civil servants of 
896 on the understanding 
that wages and charges in 
services such as telephones, 
gas, water and electricity 
would remain unchanged 
for the next six months. 
Unfortunately there has 
been no such agreement for 
private-sector wages or 
prices. Labour unrest is 
threatening to derail the 
economy once again. Busi- 
ness leaders have pledged 
their support for wage re- 
straint in exchange for a 
price freeze, but unions are 
demanding immediate 30% 
pay rises. Mr Menem does 
not want to see them get 





Menem v economy 


more than 15%, which he claims the private 
sector should be able to absorb without 
price increases. 

Mr Menem is also trying to hold down 
the budget deficit. He has sent to Congress a 
tax bill that simplifies the system and intro- 
duces a 13% sales tax. At the same time he 
has promised that the government will 
spend no more than it receives, barring the 
servicing of domestic and foreign debt, 
which will be refinanced. As Bolivia found, 
that promise has to be adhered to day-to-day 
if it is to be credible. 

Just as boldly, Mr Menem's government 
has passed a law banning the continued sub- 
sidy of state enterprises. This is less good 
than it sounds, because the government is 
also promoting the dubious notion that 
"deficit-prone" state enterprises, such as the 
post office and the railways, will be financed 
by the earnings of profitable ones, such as 
an oil company, YPF. 

The government's privatisation plau, 
which Congress has approved in principle, 
is drastic. Pushing it through could be trau- 
matic. First to go, probably this year, will be 
two overmanned television stations. By the 
middle of next year the appalling telephone 
company may be sold, though finding a 
buyer for a company suffering from years of 
chronic underinvestment and a bloated pay- 
roll of 42,650 will not be easy. Next on the 
block will be profitable bits of the railways. 

Cheered by Mr Menem's actions, the 
long-suffering International Monetary Fund 
has agreed in principle to lend Argentina 
another $1.4 billion. A lot of the money will 
go on paying arrears to the Fund itself, the 
World Bank and the Inter- 
American Development 
Bank. Next to come will be 
painful talks with the com- 
mercial banks, to which Ar- 
gentina is almost $4 bill” 
in arrears. 

Locals now talk about a 
modest economic upturn. 
This is a surprise in a coun- 
try where the commodity in 
shortest supply is confi 
dence. With an industrial 
base, masses of prime farm- 
land, and natural resources 
like oil, Argentina should 
be prosperous, not bank- 
rupt. To achieve prosperity, 
the country needs eco- 
nomic stability. Western 
bankers are waiting for 
three signals: firm imposi- 
tion of the tax reform; clear 
evidence that the budget is 
more or less balanced; and 
at least one big privatisa- 
tion. No need, however, for 
the bookmakers to lose 
much sleep yet. 
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The Folio Society would like to make you an offer 
as exceptional as the books we publish 


This classic set for only £15 —a saving of £70 
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The seven-volume Folio Jane Austen 
contains all the novels along witha 
selection of her Shorter Works 
(including her last. unfinished novel. 
Sanditon). The text is taken from 
Professor R. W. Chapman s definitive 
edition, illustrated with 1 1 2 wood 
engravings by Joan Hassall. The set 
comes in a single cloth-covered 
slip-case; each volume is medium 8 ve 
(9" x 53”). bound in full cloth with 
illustrated paper sides and introduced 
by Richard Church 

Published price: £85 


EREis a special opportunity to 

acquire a beautifully produced 

edition of one of the world's 
best-loved authors at an exceptional 
saving, and start building up a library of 
fine editions, by joining an international 
circle of book-lovers – The Folio Society. 


AN EXCEPTIONAL PUBLISHER 

The Folio Society was founded in 1947 

to ‘produce editions of the world’s great 

'terature in a format worthy of the con- 
nts, at a price within the reach of 

everyman’. That is still our watchword, 





CLASSICS AND CURIOSITIES 

Our publications range from classics like 
Macaulay's History of England and 
comic gems like The Diary of a Nobody, to 
neglected masterpieces and curiosities 
that we feel deserve a wider audience: 
over 145 books in all. E ——— 


HOW TO JOIN AND ACQUIRE 
YOUR FOLIO JANE AUSTEN 
Simply post the coupon to us, 
together with your payment of £15, 
and we'll send you the set, together 
with a Prospectus listing all 
Folio books in print. Choose 








BEAUTIFULLY four books from the 
PRODUCED Prospectus, and you're 
BOOKS a member. If you decide 
Each book is given special not to join, send The 
care in every area of Folio Jane Austen 
production: individually back and we'll refund 
designed bindings in a your initial payment 
variety of materials; in full. But note 
carefully chosen, pe we eo -— 
* A de a limited number 
сне энек: $ of sets to spare for 
cp m а al this offer -toug 
ecial protective =; sure of getting 
your copy, send 


»ip-case. Every offthe coupon 
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Edward Bawden and Patrick Procktor. 


MUCH MORE THAN A BOOK CLUB 

We organise tours, competitions and the now 
well-established Folio literary debates. Members 
also receive a free subscription to our own literary 
quarterly. And we have a gallery in the Royal 
Arcade in London where members. and prospective 
members, may view all current Folio titles. 


ORDERING BOOKS IS A PLEASURE 
The Folio Society provides its members with a level 
of service rarely found these days. Every order is 
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I have the right to return any book if not 
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ORE than a mere store, Sears, Roe- 

buck is an American institution. Eu- 
gene Talmadge, a governor of Georgia, used 
to tell voters: “Your only friends are Jesus 
Christ, Sears Roebuck and Gene Tal- 
madge." The best man of President-to-be 
Lyndon Johnson rushed off to a Sears store 
in San Antonio, Texas, to buy a $2.50 wed- 
d ing ring for Lady Bird. 

But Sears is now an institution in some 
decay. In a desperate attempt to stop the rot, 
$ ars has thrown away old strengths with- 
out finding new ones. 

. On November 6th Standard & Poor's 
put $5.4 billion of Sears's debt on its surveil- 
lance list for possible downgrading. In an ef- 
fort to regain the confidence of Wall Street, 
the company's top managers gave a too-san- 
guine account of the retail chain's progress 
to a mass meeting of analysts in New York's 
Plaza Hotel earlier this month. Only the Pol- 
lyannas were impressed. Most investors 
ES 
stayed restless. 
. Sears is engaged in insurance (Allstate), 
perty (Coldwell Banker) and investment 

ing (Dean Witter) as well as retailing. 
its merchandising operation—which in- 
s its famous mail-order catalogue as 
well as its more than 800 department 
tores—is closest to the heart of its chief ex- 
xutive, Edward Brennan, who joined Sears 

956 at the age of 22. "Nothing is more 
mportant," says Mr Brennan. "It is the 
foundation of our relationship with the 
American consumer." 

.. Nobody disagrees with Mr Brennan's 
three. motherhood-and-apple-pie aims for 
stumbling stores: to expand market 
, to improve operating margins and to 
ease return on equity. This will require 
structural changes. Sears has lost 
marker share to speciality stores and super- 
discounters, particularly in hardware and in 
electronic and electrical goods. Two of the 

tiest drops: Sears's share of the paint 

ket is down from a peak of 4296 to 1896, 
and of appliances down from 4696 to 3296. 

he store's durable workaday clothes have 
ired a dreary 1950s patina. Sales and 
ts in recent years have been lacklustre 
chart). 
In 1988-89 Mr Brennan and his senior 
managers have made three big mistakes: 

@ Introducing a much-touted policy of “ev- 
eryday low prices". Sears hoped to sell 
ds more quickly and avoid an incessant 
round of one-off sales. Explains Mr Michael 
Bozic, the boss of the merchandise group: 
oo much management, and management 
time, were being expended on the promo- 
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The value of friendship 


Hit by discounters, America's premier retailer has lost its way 


tional planning process.” 

When Sears slashed prices in March, 
the strategy looked good, but since then it 
has backfired. At first customers stormed 
into the stores: sales of home appliances and 
electronics were up by about 2096 on a year 
earlier; sales of clothes by 5-1096. But soon 
people decided to wait until prices went 
even lower in one of the company's less fre- 
quent sales. 

"Everyday low prices” were supposed to 
convince people that it was pointless to wait 
for a sale. Since prices were always low, they 
might as well buy today rather than tomor- 
row. But in fact Sears has not stopped stag- 
ing sales and special offers; it is merely stag- 
ing them less often. Customers, it seems, 
suspect "everyday low prices" is a con, and 


IF IT | 
HELPS... i 
THINK OF IT 
ASASALE “, 
THAT NEVER 
ENDS! 


ITEMS! 


4 


[Financial services 


ү 
= КЕ КЕ 


Sears Merchandise Group 





the ploy is proving expensive for Sears. 

In the third quarter to September 30 

1989, the sales of the merchandise groups at 
$6.9 billion were no higher than in the pre- 
vious year, despite about 5% inflation in the 
intervening period. Net profit declined to 
$82.9m from $110.5m in the third quarter 
of 1988, 
@ Losing the loyalty of Sears’s own staff. A 
former chief executive of Sears used to boast 
that the store chain owed its success to 
“men, merchandise, methods and money— 
and men come first." The company’s sala- 
ries and benefits were above average, and 
Sears employees were generally recognised 
as better trained and motivated than those 
of other retailers. 

Sears's poor profit and sales perfor- 
mance made upheaval inevitable. Industry 
insiders say the store's employees were in a 
mood to be understanding and recognised 
thousands of jobs would have to go. Th 
were ready to be tolerant about the cha... 
caused by virtually every manager acquiring, 
in Mr Bozic's words, “а new boss, a new job 
or a new accountability." 

But the management has gone too far in 
squeezing costs. It has reduced its pension- 
ers' medical benefits, its staff's holiday enti- 
tlements, and cut discounts for employees. 
In many stores employees have turned surly. 
Unless Sears can regain their confidence, it 
will lose customers to more obliging rivals. 
Nordstrom, a Seattle-based chain, is a case 
in point. The courtesy of its highly-moti- 
vated employees has helped Nordstrom in- 
crease its sales fivefold (to $2.3 billion) and 
its net profit sixfold (to $123m) in the 1980s. 
@ Putting the 1,454-foot Sears Tower, the 
world's tallest building, up for sale a year 
ago. Sears hoped that cash-rich Japanese in- 
vestors would buy it. But no bidders have 
come forward. Apparently the Japanese 
don't like to buy too many American na- 
tional monuments, for fear of provokin 
xenophobic backlash. The Sears Tower in 
Chicago is even more a symbol of America's 
commercial virility than New York's Rocke- 
feller Centre, snapped up on October 30th 
by Mitsubishi Estate. 

Now Sears cannot afford to withdraw 
the building from sale, despite Chicago's 
soft property market. Estimates of its value 
have dropped from as high as $1.2 billion to 
$800m-900m. The company is committed to 
moving its head-office employees to cheaper 
premises, and it needs the cash. lt has 
started wrestling with a complicated mort- 
gage-equity deal for the 110-storey Tower. 

These big mistakes are wounding, not 
fatal. Despite all the changes, Sears is still 
trusted by most of its customers. They re- 
main confident that the store will stand be- 
hind the goods it sells—and that the goods 
will never be shoddy. This trust is Sears’s 
bedrock. If it throws away that final asset, it 
will throw away everything. 
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We doubt ít For the time being, international 
companies like yours will continue to suffer the 
inconvenience of separate currencies in every major 
market in the world. 


Companies operating in multiple countries face 


- Significant currency conversion problems, like when it 


comes to consolidating accounts from New York, 
Tokyo and London. How great an obstacle this is 
depends on your choice of financial management 
software. 


To receive a report on the financial management 
alternatives adopted by international companies, just 
. clip your business card to the coupon. It could change 
your outlook on the world. 
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ur business is safeguarding your 
success for your successors. 








ONLY you know how hard-won your success 
has been — too hard-won to see it dissipated 
either in your or your children’s lifetimes. 

At Lloyds Bank International Private Banking, 
we have an outstanding reputation for effective 
international tax and inheritance planning. We 


` plan and implement a secure package for you and 


your heirs in strict accordance with your wishes. 
Private Companies, Trusts and Foundations 
are among the vehicles we can use to minimise 
your tax liabilities, preserve your capital and thus 
safeguard you and your family's future. 


YOUR PRIVATE BANK 


Through a personal adviser, your account execu- 
tive, you will have access to all the skills and 














experience of a banking team represented in 40 
countries, with contacts everywhere in the world. 
Nowhere will you be assured a more professional, 
discreet, efficient and personal service — 
worldwide. 

To find out more, please contact: Steve 
Ushiyama, 2901-4 Admiralty Centre, Tower 1, 
18 Harcourt Road, GPO Box 10126, Hong Kong, 
or telephone (852-5) 823.2122/3, 


Lloyds Bank 
International 
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FINANCE 


Japan's unstoppable 


property boom 


TOKYO 


Financial regulators struggling to keep the lid on Japan’s soaraway prop- 


erty prices have just had it blown off 


Win a general election expected early 
in the new year and land prices be- 
coming a new front in the trade war with 
America, a nervous Japanese government 

spent the past couple of weeks rolling 
- — its heaviest financial artillery. It hopes to 
crush any return of the speculative on- 
slaught that doubled the price of Tokyo 
property between 1986 and 1988. 

Adding insult to the injury felt by for- 
eign companies who say it is too expensive 
to set up in Tokyo and other Japanese cities, 
high land prices at home are quoted as a rea- 
son for Mitsubishi Estate's purchase of the 
Rockefeller Centre in New York and for Jap- 
anese purchases of other American land- 
marks. At their so-called Structural Impedi- 
ment Initiative talks in Washington on 
November 8th, American officials 
told their Japanese counterparts that 
they wanted Japanese land prices 
pushed downwards. 

As a récent survey by the Na- 
tional Land Agency shows, past offi- 
cial measures to restrain runaway 
land values in Tokyo have succeeded 
only in spreading speculation and 

1 prices to the rest of the coun- 
try—especially to Tokyo’s dormitory 
towns. Residential land prices in To- 
kyo rose by only 3% in the year to the 
end of September, after a 24% rise in 
the previous 12 months, but they 
shot up by 95% in the next-door pre- 
fecture of Chiba. In Japan’s second 
city, Osaka, they were up by 37% and 
in the ancient capital of Kyoto by 
28%. The same tale is being heard in 
cities all over Japan. 

Last week Mr Satoshi Sumita, the 
governor of the Bank of Japan, 
warned property speculators and 
their backers to mend their ways. The 
big Japanese national commercial 
banks had their knuckles rapped a 
couple of years ago for making irre- 
sponsible loans to property develop- 
ers. Since then most have been chary 
about being seen to encourage specu- 
lators—in Tokyo at least. Much of 
this lending was channelled through 
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Property has gone thigh-high 


smaller affiliates. No such window-dressing 
was seen in the provinces. Along with the 64 
regional banks, the big commercial banks 
have gone on a lending binge as the prop- 
erty boom spread out from Tokyo. 

In an effort to check on who is lending 
what to whom, the Ministry of Finance has 
extended its powers of "administrative guid- 
ance" over property loans to financial insti- 
tutions other than banks—ie, credit associa- 
tions, and the life and non-life insurance 
companies. What seems especially to have 
irked the finance officials is that, though 
they have managed to tie the commercial 
banks’ hands, the big life insurance compa- 
nies have been shovelling money—¥2.9 tril- 
lion ($20 billion) between April and Sep- 
tember—into the property market. 


il 
li 


нини вини 











Moreover, the government has further ex- 
tended the area in which it monitors prop- 
erty lending from the Tokyo and Osaka met- 
ropolitan regions to other cities. 

Under the new regulations, the finance 
ministry will be able to demand details of ev- 
ery loan of more than ¥ I billion ($7m) to see 
if any hanky-panky over property invest- 
ment is involved. The ministry's men smirk 
about the logjam of requests for loan ap- 
provals such a move is going to create. And 
just in case any wayward insurance company 
fails to behave, it will suddenly find that its 
prospects for the forthcoming year are be- 
ginning to dim. Financial institutions that 
step out of line in Japan are usually punished 
by having their loan growth for the follow- 
ing year restricted. "Administrative guid- 
ance" can also be used to force them to call 
in their loans. 

The best way to stop another explosion 
in Tokyo property prices is to get more 
building land on to the market, fast. The 
Ministry of Construction, with its many 
friends in the building industry, has gone 
out of its way to persuade Tokyo's urban 
farmers to develop their under-used but tax- 
advantaged land. Despite its 30km sprawl in 
most directions, greater Tokyo has some 
36,000 hectares of farming land— 
1296 of its area. These valuable hect- 
ares are mostly divided into small 
plots, for growing vegetables. 

The construction ministry reck- 
ons that one-third of this could be 
turned over to residential use— 
enough to build, maybe, Im flats. As 
owners, say ministry officials, farm- 
ers’ average income would soar from 
¥880,000 to ¥10m. So, too, the ur 
ban farmers retort, would their taxes. 
Those in the Tokyo area pay an aver- 
age of only ¥22,000 a year in property 
taxes. If taxed like everyone else, they 
would face average tax demands of 
¥1.6m a year. 

That they are not selling suggests 
that Japan’s urban farmers are wait- 
ing to be offered some carrots as well 
as sticks. So far, officialdom has come 
up with plans only to levy taxes on 
Tokyo's underused farming land. 
The governing Liberal Democratic 
party agrees in principle, but a gen- 
eral election is looming, and the party 
cannot afford to upset any more of its 
traditional supporters. Liberalising 
food imports (a bit) has already alien- 
ated many farmers. 

Most likely, any increases in 
property taxes for farmers will have to 
be offset by reductions in the taxes 
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harged on capital gains from land sales. 
hat would probably do more than any- 
hing to put more building land into circula- 
on-—-especially in Tokyo, where land val- 
ues have risen 16-fold over the past 20 years. 
Unfortunately, doing so would benefit prop- 
tty speculators even more, and produce yet 
another property boom. 
One dodge the government had hoped 
would ease the pressure on office accommo- 
dation in Tokyo was to relocate some of its 
departments to the provinces, espe- 
ly Sendai and Hokkaido in the north. 
owever, rank-and-file civil servants have 
objected to upping sticks and taking their 
ildren away from the decent schools that 
luster around the capital. After all the hag- 
ing, only 68 government agencies and offi- 
cial bodies have been given their marching 
rders. Instead of going to the wide open 
ces to the north, most of the agencies 
ave moved just down the road to 
ghbouring cities such as Omiya and Yo- 
ohama, pushing those areas' house prices 
' even further. 
dging by the strong recovery in com- 
issions among Japan's top property agents, 
uthorities are going to have a tough 
holding down property prices. Mr 
k Brown, a property analyst at Barclays 
Zoete Wedd in Tokyo, says that 





































Japanese investment in US by sector 
Year ending March 1989 
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Sumitomo Realty’s agency arm is expecting 
¥27 billion in brokerage fees this financial 
year, an increase of 1896 over 1988. Toyo 
Trust reckons that its income from 
brokering property in Tokyo and Osaka will 
be up 3096 this year. 

Not surprisingly, share prices of Japa- 
nese property developers have begun to 
move again, outperforming the Tokyo 
stockmarket by 596 in September and 796 in 


October. 


Mitsui Real Estate, Tokyu Land; 
Sumitomo Realty and Japan's leading con- 
dominium builder, Daikyo, have been nota- 
ble superstars. Even the conservative 
Mitsubishi Estate has managed to keep 
abreast of the market. 

What can the government do to stop 
the seemingly unstoppable boom? Moves to 
free up more urban land for housing and 
commercial development will take too long. 
The only answer seems to be to raise interest 
rates. The Bank of Japan raised its discount 
rate by half a percentage point as recently as 
October 11th. The talk this past week is of 
yet another half-point rise. But with chis and 
any other methods, the government must 
strike an awkward balance: stopping frantic 
price rises without sending property and 
stockmarkets crashing. 

The betting is that the Bank of Japan 
will now let short-term interest rates edge up 
throughout November. Normally, it pusl 
them down at this time of the year, bef... 
bumping them up suddenly in December— 
in time to encourage people to save rather 
than spend their winter bonuses. This year 
the authorities in Japan are hoping that peo- 
ple will carry on with their spending (rather 
than saving) spree—but on anything other 
than a new home. 
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Q THEIR property purchases of $9.2 
billion in Europe and America in 
_ 1988, Japanese investors paid western law- 
yers perhaps $100m. Japanese companies 
_ forked out another $200m in legal fees on 
оп-ргореггу acquisitions in America and 
Europe. For law firms that is big, big busi- 
jess, It explains why many City of Lon- 
доп: апа American commercial law firms 
are rushing to open offices in Tokyo. 
Foreign lawyers were first allowed to 
Open proper offices in Japan in April 
1987, Many of the big American and Brit- 
sh firms have already set up shop there. 
Among them are New York's Sullivan & 
tomwell, Shearman and Sterling, and 
Kelley Drye & Warren, and London's 
Clifford Chance, Freshfields and Linkla- 
ters, as well as niche firms, such as the 
City's McKenna & Co, the leader in con- 
struction law. They can advise clients in 
Japan on foreign law but cannot hire Japa- 
nese lawyers to offer local services. 
Most of the foreign law offices are in 
Tokyo to fly the flag and secure Japanese 
business which is conducted back home. 
This turns those Tokyo offices into expen- 
_ sive loss-leaders. High rents and salaries 
raise the cost of opening and running 
:even а one-man-and-a-dog office in Tokyo 
|. to perhaps $1:5m-3m a year. For a middle- 
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rank law firm that can be equivalent to 5- 
10% of its worldwide fee income. Ashurst 
Morris Crisp, a London law firm that pro- 
vides the full range of services for corpo- 
rate clients—from acquisitions to pen- 
sions, but especially commercial 
property—hopes it has found.a cut-price 
way to break into Japan. This week it 








agreed to open a Tokyo office jointly with 
the Chicago firm of Sidley & Austin, 
which already has strong connections 
with a Japanese law firm aptly called 
Hashidate (which means "outside connec- | 
tion"). Hashidate brings together Japa- | 
nese and foreign joint-venturers. | 
Ashurst may have started a trend ina | 
business that is wide open to foreign law- | 
yers. Unlike the banks and securities 
houses, which followed their industrial cli- | 
ents abroad, Japanese law firms (which are 
not numerous anyway) have been slow to 
put down roots overseas. The Legal 500, a 
British law-firm directory published by 
Legalease, lists only one Japanese law firm 
in London—Hamada & Matsumoto. 
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IS THIS HOW YOU LOOK TO 
A CORPORATE RAIDER? 


Should your company ever become the target of a takeover attempt, 
you might want to keep something in mind. According to the 
calculations of one of our own competitors, in 1988 Salomon 
Brothers compiled the best record of takeover defense in the invest- 
ment banking industry. 

That, of course, may not keep a raider away from your door. 
But it might well keep him away from your business. 


Salomon Brothers 
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The better things in life are always within reach 





World Cup of Golf tournament, lóth - 19th November at Club Las Brisas, Marbella, Ѕрай 
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its next move may be down 
Tox: stockmarket has spent the 

ear being something that does not 
readily spring to mind when its name is 
mentioned: a market for capital, rather 
than an institutional investors' plaything. 
This goes some way to explaining the mar- 
ket's dreariness this year. In New York 
: and London, takeover-besotted investors 
pushed up share prices to record and 
near-record levels before taking fright 
when New York lost its nerve in October. 
«Tokyo's market, however, concentrated 
on financing néw issues. 








Ready for a fall, as always - 





The Tokyo stockmarket has lagged behind its rivals for most of 1989; 








D-mark so far this year. The weakness of 
the currency is helping to push up Japan’s 
inflation rate. Import prices have in- 
creased by over 8% in the past 12 months. 
This has pushed consumer-price inflation 
in Japan up to 2.6%, from 0.6% a year 
ago, helped by a 3% consumption tax in- 
troduced in April. 

Japan’s current-account surplus has 














as ‘the ‘effect of the Banke of] Japan's itur: 
of yen to support the currency, Japanese 
banks are slowing down E wir lending. 
In the first half of the 1980s Japa 
banks increased their loans at a 
faster rate than economic grow 
1985, for example, bank lending gr 
15% while the Japanese economy grew 
around half that in nominal ter 
bank lending is growing at a steadier 11 
a year. The comparative scarcity of 
should underpin interest rates; it w 
leave a smaller balance of idle cash to 
chase financial assets. 
Rising interest rates have pushed a re 
verse-yield ratio (which compares th 
yield on short-term deposits to the earn: 
ings yield on equities) to highs never seen 
before. As the chart shows, at the time of 
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This year Japanese companies, 
specially commercial banks that 
are bringing their capital bases up 
to the level of their international ri- 
vals, have used the equity market to 
raise vast amounts of cash. In the 
first ten months of the year Japa- 
nese corporations tapped the stock- 
market for ¥9 trillion ($65 billion). 
By comparison, American compa- 
nies raised less than $20 billion 
from their market. 

Although Japanese companies 
are mean with dividends (they con- 
sider them to be fixed payments 
like the interest on a bond), their 
share prices have rocketed. Typi- 
cally, Japanese companies pay divi- 
dends that are less than 2% of 
their share prices. By contrast, American 
companies’ shares yield around 4%. The 
two markets' records on capital gains are 
equally different. Over the past ten years 
¿the prices of American shares have tre- 

bled, but the prices of Japanese shares 
have risen sixfold: measured in dollar 
terms they have risen tenfold. 

The Japanese stockmarket has had 
three following winds for most of the past 
four years: an appreciating yen, falling 
commodity prices—Japan has no natural 
resources to speak of—and falling domes- 
tic interest rates. All three of these winds 
are now veering. Commodity prices are 
generally falling but oil—which Japan im- 
ports at the rate of 34m barrels а day— 
has risen by over 50% in the past year. 
More worryingly, the yen seems to have 
stopped rising against most currencies. 
And Japan’s domestic interest rates are on 
the march. In the past 12 months short- 

term rates have jumped from 4% to 6.5%. 

The yen’s weakness is disconcerting 
foreign investors. Although the currency 
has regained some of the value it lost ear- 
liet in the year, overall it has fallen by 14% 
against the dollar and by 1096 against the 































































also fallen, for seven successive months. 
As a proportion of GNP the decline has 
been steep, from 3.896 in 1987 to 296 now. 
In the same period, West Germany's cur- 
rent-account surplus has risen from 496 of 
its GNP to 596. 

The slide in the yen has come despite 
heavy intervention from the Bank of Ja- 
pan and steady increases in domestic in- 
terest rates. Overnight money in Tokyo 
cost 396 at the beginning of June 1987; it 
now costs 5.796. Despite this, lapan's 
economy is roaring ahead. GNP growth 
this year should be around 5% and nearly 
as much in 1990, which is presumably why 
the stockmarket has held up. But this 
could cause problems. Japan needs to 
keep domestic demand strong in order to 
defuse protectionist threats from Amer- 
ica. Too much demand, however, stimu- 
lates inflation. So far, the inflationary ef- 
fect of higher wages has been offset by 
higher productivity in manufacturing, but 
as services loom larger in Japan’s eco- 
nomic make-up, productivity gains will be 
harder to come by. 

The Tokyo stockmarket fears that the 
authorities might increase the price of 
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the stockmarket crash in October 
1987, Japanese bank deposits paid 
investors 3.3 times as much as equis 
ties. Now short-term deposits pay 
investors almost four times as 
much. Even as the Nikkei average 
was rising in 1988 and this year, so ^ 
was the yield ratio. There is no nec. 
essary link between the ratio and 
share prices, but the higher it gets, 
the more tempting it becomes to 
switch from shares into cash. Asa 
illustration, in order to bring 
ratio back to its usual range, Japa 
nese share prices would have to fall 
by around 20%. Alternatively, in- 
terest rates would have to fall dra- 
matically or earnings rise. Few Ја 
nese investors believe that interest 
rates will fall: most have been selling de- 
mestic bonds. 

Japanese institutions are already begin 
ning to shift out of equities and into cas 
that is why the market has risen slow! 
this year. Look at what the Japanese | life 
insurance companies, the country's lar 
est investors, are doing. In 1988 54% 
their inflows of Y6 trillion went into se 
curities: this year the EE fell to 
3996. The biggest growth has been in 
loans to corporations. This is a reversion | 
to type. In the 1970s life insurers invari- 
ably lent more than half their inflows of 
cash to corporations. That changed in the ^ 
1980s, falling to 1096 in 1986. So far 
year the life insurers have put 46% of 
¥6.3 trillion cashflow into loans. 

T top of that, the insurers’ cashflow 
are also ebbing. Instead of buying single- 
premium endowment policies, sm 
vestors prefer to put their money in hig! 
yielding short-term deposits. Ten years 
ago, before Japan started to deregulat 
they would have had even less choice. Al- 
lowed to continue into the 1990s, cheir 
self-interest might mean the end of chez 
monet for (арп Inc. 
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Program trading 
Garbage іп... 


ARTLY (and wrongly) blamed for the 

October 1987 stockmarket crash, pro- 
gram traders have again come under heavy 
attack following the mini-crash last month. 
Their behaviour, it is alleged, makes life in- 
tolerable for the corporate treasurer. How 
can he plan future investment if his stock 
price moves for reasons unconnected with 
his company's performance? Moreover, the 
"uncertainty that program trading allegedly 
creates scares away the individual investor, 
and so pushes up the cost of capital for long- 
suffering American industry. 
- At the beginning of November the New 
‘ork Stock Exchange (NYSE) asked program 
raders if they would be kind enough 























alone there were 15 days on which the S&P 
500 index fell by 396 or more. Nor is there 
direct evidence that program trading ex- 
plains what volatility there has been. 
Program trading is a technique for sell- 
ing lots of stocks at the same time. Brokers 
use the technique in a number of ways; the 
one under current fire is index arbitrage. In 
this, brokers exploit differences in price be- 
tween the S&P 500 futures contract in Chi- 
cago and the underlying stocks in New 
York. Suppose New York is overvalued rela- 
tive to Chicago. Index arbitragers choose 
stocks in New York that mimic the behav- 
iour of the S&P 500. They simultaneously sell 


all these stocks (this is the program trade), 
and buy the futures contract in Chicago, 
bringing the prices of the two markets to- 
gether, and making a small profit on the 
way. 

Mr Sanford Grossman, of the Univer- 
sity of Pennsylvania, compared the intensity 
of program trades—measured as the num- 
ber of program trades as a proportion of to- 
tal NYSE orders—with the daily volatility in 
the stockmarket. As the chart shows, there 
is no tendency for stockmarket volatility to 
go up as the proportion of program trades 
increases. Mr Hans Stoll of Vanderbilt Uni- 
versity and Mr Robert Whaley of Duke Uni- 
versity have shown there is little difference 
in the volatility of stocks that were part of 
program trades, and those that were not. 

Suppose, just suppose, that program 
trades have contributed to volatility. This is 




























o halt all program trading until the 
hange decides how to regulate it. 
‘the meantime, for those that did 
t comply, the NYSE proposed to de- 
ay program trades when the Dow 
ones industrial average fell by more 
than 30 points. Are such measures 
justified? Probably not. 
"The volatility of America’s stock- 
arkets has never exceeded that of 
1920s since program trading be- 
came prevalent in the early 1980s; for 
ost of the 1980s volatility has been 
than in the 1970s; and, with the 
ception of October 13th, this has 
been one of the least volatile years on 
cord. Memories are short. In 1974 





| Separate ways 





tion if the ensuing volatility refl 
changes in information, rather than 
^| speculation. Stock prices that move 
2| with fundamentals’ ensure that cap- 
ital is channelled to the most produc- 
e| tive businesses in the economy. If 
SERVA prices do not change with funda- 
mentals, then capital will be 
misallocated. Trading costs in the 
Chicago futures market are much less 
than those in New York: Chicago is a 
more liquid market and trading is 
faster. So сһаћрез in information will 
hit Chicago before New York. If in- 
dex arbitrage gets sleepy New York to 
adjust more quickly to new informa- 
tion, it should be applauded. 
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‘orporate venture capital 



























єм short-sighted venture capitalists 
J have all but abandoned tiny firms. So 
Љо do corporate minnows, short of cash 
but long on bright ideas, turn to for help? 
Increasingly, corporate giants such as East- 
man Kodak, эм and Monsanto. Over 
he past eight years American compa- 
ies and the subsidiaries of non- 
American firms have invested or 
ommitted over $5 billion in new ven- 
ures in the United States. 

Big companies dabble in venture 
capital for two reasons. First, and 
most important, by taking a small 
stake in a start-up they can keep in 
ouch with state-of-the-art research 
hat may be too risky or too expensive 
o develop in-house. Second, they 
Iso hope to make a healthy financial 
return on their investments. 

Nearly half of the 92 corporate 
investors tracked by Venture Eco- 
nomics, à Boston-based consultancy, 
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put their money into companies in the fast- 
growing and profitable electronics, health- 
care and chemicals industries. Funds di- 
rectly invested in start-ups or set aside for 
that purpose by these companies totalled 
$2.1 billion at the end of last year. Venture 
Economics reckons that just over 70 of the 
92 companies have in-house managers to 
look after their venture-capital funds. 

Some companies, though, prefer a ven- 








ture capitalist to hold their hand, at least to 
begin with. They invest in general venture- 
capital funds like the ones run by Baring 
Brothers Hambrecht & Quist, a fundar 
agement joint venture between British: 
American merchant banks. Others pour 
cash into “captive” funds in which they are 
the sole investor. Boston-based Advent In- 
ternational, for example, runs nine captive 
funds worth a total of $140m. Each fund has 
an investment charter which defines 
the kind of technologies and indus- 
tries that are of particular interest to 
the investor. 

Companies such as 3M, a diversi- 
fied American manufacturing firm, 
have the best of both worlds. зм has 
almost $85m invested in 37 venture- 
capital funds, but has also made be- 
tween 20 and 30 direct equity invest- 
ments over the past decade, averaging 
about $2m-3m each. However, direct 
investments are tricky to manage be- 
cause big firms tend to meddle in the 
affairs of the smaller ones they are 
backing. So tiny companies prefer in- 
vestors that use an independent fund 
manager as a buffer between them- 
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still not a good argument for regtla- |. 





| FINANCE 





selves and their investments. 

Keen corporate venturers like Xerox 
Corporation and Apple Computer use ven- 
ture capital to develop ideas that are not di- 
rectly relevant to their business. By financ- 
ing new ventures—known as "spin-outs" in 
venturing jargon—to commercialise these 
ideas, big companies can cash in on the cre- 
ativity of former employees. Xerox, for ex- 
ample, made $7m from its 696 stake in 
SynOptics Communications, a spin-out set 
up by two former Xerox whizz-kids which 
went public last year. Encouraged by these 
successes, other firms have taken a spin. 

One is Grumman Corporation, an 
American aerospace firm. It has committed 
$15m to corporate venturing, about $2m of 
which is invested in four venture-capital 
partnerships. The company has also made 
just over $1.5m in direct equity investments 
` companies making high-tech gadgets such 

signal processors and optical systems. 

Foreign firms have been touting for 
business too. Loaded with cash, Japanese 
companies have been buying into hundreds 
of small American high-tech companies. 
The rate of Japanese investment in the Ap- 
ple Computers of the future is speeding up. 
Last year the Japanese spent $166m on pub- 
licly reported minority equity investments 
in America. In the first six months of this 
year they forked out $214m. 

One of the biggest Japanese corporate 
venturers in America is Kubota, a maker of 
agricultural equipment. Keen to switch to 
more glamorous computer manufacturing, 
it has ploughed $123m into six computer- 
related companies since 1986. Kubota is not 
alone in tapping American know-how; 
other Japanese firms with sizeable minority 
investments in start-ups include Mitsubishi 


The risk business 


Venture capital in the United States 





Corporation, Canon and Sony. 

High-tech start-ups in Europe are so 
scarce that big European firms look to 
America instead. British Petroleum says that 
80% of its corporate venture-capital invest- 
ments are in the United States. Another oil 
company, France’s Elf Aquitaine, created a 
subsidiary of Inovelf, its corporate-ventur- 
ing arm, to concentrate on the American 
market. Elf Technologies Incorporated 
looks at about 1,000 deals a year in America; 
Inovelf is lucky if it spots 200 in Europe. 

Baring Brothers Hambrecht & Quist 
says that European executives lack foresight. 
Giant firms often see corporate tiddlers as a 
potential threat rather than a source of new 
ideas. Oh yes? There seems to be no short- 
age of firms willing to stump up cash. Wit- 
ness the fact that 13 of the 92 funds in 
America tracked by Venture Economics 
were set up by European companies. Per- 
haps what is missing in the euro-equation is 
a plentiful supply of high-tech ideas. 





"vironmental investment 


A matter of principles 


OING well by doing good is a familiar 

idea to many American investors, but a 
new one to Europeans. The past year has 
started to change that, thanks to the fashion 
for greenery. A growing number of unit 
trusts (mutual funds to Americans) offer 
savers a way to put cash into 
companies that are kind to the 
environment. 

Since 1981 "social" or 
“ethical” investors and the in- 
stitutions which advise them 
have had their own club: the 
Social Investment Forum (siF). 
The forum reckons that $440 
billion of assets are invested on 
at least one ethical criterion, 
mainly that of avoiding South 
Africa. A growing number of 
mutual funds also offer ethi- 
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cally screened investments. The biggest is 
the Calvert group (assets: $370m). All told, 
such funds have assets of almost $1 billion. 

In Britain the complexities of trust law 
make it harder for most institutions to 
worry about the morality of their invest- 





ments, rather than just the rate of return. 
Instead, the demand for ethical screening 
has come mainly from individuals and thus 
affects unit trusts. The first screened unit 
trust was launched in 1984 by Friends Provi- 
dent, an insurance company with Quaker 
origins. Friends's Stewardship Unit Trust is 
still easily the biggest social fund in Britain. 
Ethically screened unit trusts in Britain 
probably now have assets of around £200m 
($310m), although the total of institutional 
investment with some ethical screen may be 
£10 billion-15 billion. 

With growing numbers of individual in- 
vestors on both sides of the Atlantic clam- 
ouring for a green screen, there has been a 
rush of new environmental funds. They vary 
greatly in viridity. Greenest in Britain is the 
Merlin Ecology Fund, launched in April last 
year, which has an in-house research group 
and which shuns investments in businesses 
that it deems intrinsically polluting (such as 
oil), even if a firm is working hard at reduc- 
ing the environmental damage it does. In 
America the greenest is New Alternatives, a 
small fund set up on Long Island in 1982. It 
invests mainly in companies developing al- 
ternative energy and  pollution-control 
technology. 

To provide some agreed ratings for cor- 
porate greenery, America's SIF recently 
brought together a number of environmen- 
talists and investors to draw up a set of ten | 
principles which they hope to persuade 
companies to sign. These “Valdez princi- ^ 
ples" (companies squirm at the name, a re- 
minder of this year’s worst environmental 
disaster) are broadly modelled on the Sulli- 
van principles which laid down guidelines 
for firms operating in South Africa. The 
first six set out various rather woolly good 
intentions—to use natural resources 
sustainably and energy wisely, for instance, 
and to minimise waste-creation. The final 
four make corporate lawyers gulp: they com- 
mit signatories to make compensation for 
environmental damage; to disclose incidents 
of such damage; to have at least one envi- — 
ronmentalist on the board; and annually to 
carry out and publish an independent envi- 
ronmental audit. 

The sponsors of the principles have just 
written to 3,000 American companies, in- 
cluding the 1,000 biggest, asking for their 
views. The aim is to have a first 
list of signatories in January, 
though so far only three com- 
panies have agreed to sign. The _ 
disclosure clause causes most 
anguish: companies fear they 
may lose more by owning up to 
pollution than by keeping 
mum. Eventually, the aim is to 
provide a rating of green in- 
tent, with high marks for firms 
that are trying hard, and low 
for the unrepentantly grubby. 
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Morgan Grenfell 










ИЕ flurry of suitors for Morgan Gren- 
А fell highlights the premium price that 
competitors are willing to contemplate for 
acquiring a rare and prestigious British mer- 
ant-banking name. After Morgan Gren- 
fell's hard rebuttal of Banque Indosuez's 
f advances, followed by Grenfell’s 
brief and ungraceful flirt last week with 
Barclays de Zoete Wedd (Bzw), the three 
banks all showed how even highly-regarded 
names can harm themselves. 

With its independence now in doubt, 
organ Grenfell can claim with a little jus- 
tification to be a victim of its own success. 
Under the stewardship of Mr John Craven, 
the deal-maker brought in in 1987 to clean 
th bank up after the Guinness fiasco, mo- 
tale at Morgan Grenfell increased immea- 
ssurably following three years’ mismanage- 

t and reckless expansion. 

__Mr Craven's decision in December 
1988 to abandon securities trading, sacking 
450 staff members, boosted his standing 
amongst the remaining troops and helped to 
revive the bank's profits. Pre-tax profits in- 
creased from £22m ($37m) in the half-year 
to June 30 1988 to £33m in the same period 
of 1989, thanks mainly to a strong showing 
from corporate finance, as well as from the 
bank's fund-management arm. 

.. Given that Morgan Grenfell is again 
starting to speed, Mr Craven, who has never 
fully enjoyed his stint at the helm of such a 


Unwelcome attention 


big organisation, might have been expected 
to fight harder to maintain the bank's 150 
years of independence. The senior manage- 
ment at Morgan Grenfell argues that 
Indosuez, one of France's bluest-blooded of 
investment banks, forced its hand. 

Late last month Indosuez acquired 
10.6% of Morgan's shares from Willis 
Faber, a British insurance broker which for 
20 years has been the bank's biggest share- 
holder; Indosuez also revealed it had bought 
a further 4.296 in the stockmarket. On No- 


" 


Craven missed a chance 
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vember 29th Willis Faber's shareholders 
vote whether to sell Indosuez their remain- 
ing 9.9% in Morgan Grenfell, which would 
in effect give the French bank a blocking 
stake. Morgan Grenfell has until then to 
find a suitor with clearer or more welcome 
intentions than Indosuez. 

Whatever the outcome, the past month 
has done little good for any of the three par- 
ticipants, First, by acquiring a stake in Mor- 
gan Grenfell against the British bank’s 
wishes, Indosuez has injected uncertainty 
into the sort of business where talent tends 
to be particularly fleet of foot. 

Then BzW's mating dance with Morgan 
Grenfell was, at best, unfortunate. Bzw has 
always lacked a powerful corporate-finance 
arm to generate deals for the securities side 
to distribute. This summer, BZW secretly sug- 
gested a link with Morgan Grenfell to make 
good that failing. Morgan broke off talks in 
early October, but crept back to the ta 
this month. On November 7th Bzw's parent 
said a firm and unsurprising "no" to the 
amount it would have to fork out in order to 
realise its offspring's dream. When the dis- 
cussions crept into the open, they cannot 
have failed to undermine Bzw's existing cor- 
porate-finance department, already hit by 
the County NatWest/Blue Arrow affair. 

Lastly, Morgan Grenfell can blame only 
itself for Indosuez's interest. It sounded out 
the French bank about possible links earlier 
this year. Morgan Orenfell now faces a 
tough fight to loosen the grasp of Suez, one 
of continental Europe's most powerful in- 
dustrial and financial holding companies. 








County Natwest/Blue Arrow arrests 


i N THURSDAY, November 9th, of- 
"E ficers of the Serious Fraud Office 
| and the City of London Police fraud 
- squad arrested 10 people in connection 
_ with the County NatWest/Blue Arrow af- 
_ fair. At the same time, NatWest Invest- 
. ment Bank, County NatWest and Uns 
| Phillips & Drew Securities were 
| summonsed. 
| Those arrested were: Charles Villiers, 
|| chairman of County NatWest until he re- 
signed in February 1988, and Jonathan 
1 Cohen, the merchant bank's chief execu- 
tive who left at the same time; Nicholas 
D Wells, the former County NatWest whizz- 
kid who put the Blue Arrow deal together; 
| Stephen Clark and David Reed, executive 
| directors of County NatWest at the time; 
|Î Alan Keat, a partner in Travers Smith & 
| Braithwaite, legal advisers to County 
} NatWest; four directors at London stock- 
} brokers Phillips & Drew—Phillip Gibbs, 
I Christopher Stainforth, who resigned in 
July, Paul Smallwood and Timothy 
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Brown. 

All, including NatWest Investment 
Bank, County NatWest and uss Phillips 
& Drew, have been charged with conspir- 
acy to defraud and all (again including the 
companies but save Stephen Clark and 
Alan Keat) have been charged with con- 
spiracy to contravene section 13 of the 
Prevention of Fraud (Investments) Act 
1958. 





It is one of the closing chapters in a 
sorry story that began in September 1987, 
when County NatWest handled a £837m 
($1.4 billion) rights issue for Britain's Blue 
Arrow employment agency, which needed 
the cash to finance its purchase of Man- 





power, an American employment firm. 
The issue was a flop. County NatWest 
took on to its books 4.9% of Blue Arrow 
and its market-making subsidiary another 
4.6%. 


The Companies Act requires that any 
stake of more than 5% be disclosed. Nor- 
mally, holdings held in different parts of 
the same group would be added together 
for disclosure purposes, although (under 
section 209 of the Act) market-makers are 
exempt if the shares have been acquired 
in the “interest of the purpose of that 
business" —ie, normal market-making. A 
damning department of trade report into 
the Blue Arrow affair, published in July 
this year, found that the “shares were not 
held by County NatWest Securities for 
the purposes of its market-making 
business.” 

The fraud squads may be only the first 
to take action. The Securities and Invest- 
ments Board, the Bank of England and 
the Securities Association are all conduct- 
ing parallel enquiries, although these are 
now likely to be put on ice until the court 
case is concluded. 
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Ein Wissenschaftswunder? 


BONN 


Profits from West Germany’s Wirtschaftswunder—its economic miracle— 


have been pumped into research and development at a rate match 


only in 


Japan. A rash of Nobel panes has given its scientists new confidence: their 


lans for space would 


ave made Wernh 


er von Braun blush with pride. 


West Germany had a scientific miracle too? 


HE crude figures say yes. West Germany 
is Europe’s biggest investor in R&D, by 
far. Industry, the federal government and 
the Lánder (states) together stumped up 
some DM61.5 billion ($33.2 billion) for 
9. According to the Battelle Institute, 
«~st Germany and Japan will spend 2.9% of 
GNP on research and development in 1990, 
while in America the figure will be 2.5%. 
America has been sliding down this scale 
since 1985; Japan and West Germany con- 
tinue to climb. 

A popular fallacy has it that West Ger- 
many and Japan subsidise industrial R&D 
more than America does. Quite the oppo- 
site. In West Germany the public sector and 
non-profit organisations together provide 
about 35% of R&D money; in Japan the fig- 
ure is 30%; while in America it is over 50%. 
What really sets West Germany and Japan 
apart is the small sums they invest in war 
and peace. Defence-related R&D spending in 
West Germany is less than 15% of the fed- 
eral R&D budget; in Japan the figure is only 
3%. In Britain it is about 50% and in Amer- 
ica over 70%. 

There is no doubt that military R&D can 
spin off and benefit civilian research (or that 
some “military” research, especially in 
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America, is civilian in all but name). But 
economists studying innovation tend to 
agree that military-research spending is a 
wasteful way to buy scientific progress. Al- 
though West Germany and Japan spend rel- 
atively less government money on R&D than 
America does, they probably get a better re- 
turn on their investments. 

On other, less pecuniary, measures, 
West German science is also doing well. Un- 
like Britain and France, the annual number 
of scientific publications by West German 
researchers has been rising (though British 
scientists still manage to write 3076 more pa- 
pers than their West German colleagues). 
West Germany also has over 2'/2 times more 
patents granted in America than either 
France or Britain, and that gap is widening. 
These performances pale by comparison 
with Japan’s. But one place in which West 
Germany outperforms Japan is on the No- 
bel rostrum. 


The Grafs and Beckers of science 


In its golden years before the second world 
war, West German science boasted Planck, 
Einstein, Heisenberg and others, and 
so—unsurprisingly—topped the Nobel sci- 
entific league. From 1945 to 1980, however, 
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West Germany won fewer than 10% of the 
Nobel science prizes. Things now seem to be 
changing. Since 1984 West Germans have 
won or shared a Nobel science prize every 
year. They have done particularly well in 
solid-state physics: 

e Dr Klaus von Kitzing won a prize in 1985 
for discovering the "quantum Hall effect", 
an unexpected electronic phenomenon that 
occurs in certain transistor devices 

e Dr Gerd Binning shared the prize in 1986 
with a Swiss, Dr Heinrich Rohrer, for the 
scanning-tunnelling microscope, a device 
that can pick out individual atoms—the тї 
croscopists' holy grail. 

€ Dr Georg Bednorz shared the prize in 
1987, again with a Swiss, Dr Alex Müller, 
for their discovery of a new class of super 
conductors (which conduct electricity with- 
out resistance). These work at higher and 
more practicable temperatures than earlier 
superconductors. 

Do a few prizes matter? Statistical fluke 
or not, putting West German scientists on 
the front page lifts the morale of researchers, 
and provides a stimulus for students. It gen- 
erates the sort of enthusiasm that can do 
wonders for the slightly dowdy status of ba- 
sic research at German universities—and 
can even staunch the flow of emigrés 


Plancks of the platform 
Hitler drove most of West Germany's best 
brains abroad, mainly to America. Brains 
continued to drain to America even after 
the war, for the less tragic reason that there 
were better jobs there. But now that West 
Germany spends so much on research, why 
have its universities not returned to their 
pre-war glory? 

Part of the answer is that, as in Japan, 
they have been geared to turning out the 
dull but competent scientists needed to man 


109 








pre 













ч 
^ 


-— am JG АЫ Pad 
D TECHNOLOGY 


a reviving economy. (The Fachhochschulen, 


or polytechnics, have done the same for the 


engineering professions.) That is laudable, 
but it does mean that there is no West Ger- 
man or Japanese equivalent of such scien- 
tific hothouses as the Massachusetts or Cali- 


fornia Institutes of Technology. 


This lack of intellectual lustre gives the 


- Japanese an inferiority complex about their 


ability to innovate. West Germans, consid- 


^ 
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ering their distinguished scientific past, 
should have no such hang-ups. Indeed, West 
German universities, such as the one in Mu- 
nich, have won a respectable reputation for 
research in the past few decades. But it is still 
a far cry from the turn of the century, when 


Göttingen University seemed to be the cen- 
. tre of the scientific universe. 


The country's federal structure may be 


partly to blame. Each of the states wants to 


see its universities well-represented in all 


fields. Too often the result is that money 
and brains are spread too evenly. 


А 





" 
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` To counter this trend, the Max Planck 
ociety, based in Munich, finances some 60 





research centres dotted around the country 
(see box). New institutes are created at a rate 
of about one a year—two recent examples 
are an institute for computer science in 
Saarbrücken and one for deep-sea biology in 
Bremen. Each one is founded around a few 
outstanding researchers in what the Society 
deems to be a promising field. Department 
directors can choose their own staff and re- 
search programmes, and get generous finan- 
cial support. The Society's budget this year 
is over DMI.2 billion ($650m)—only some 
1596 less than that of the German Research 
Society (DFG) which is the main source of 
money for the universities. These two soci- 
eties are supported in roughly equal measure 
by the states and the federal government. 
The Max Planck Institutes try to keep 
their permanent staffs small, with much of 
the laboratory work being carried out by 
young scientists on five-year contracts. The 
structure—small departments in narrowly 
specialised institutes—avoids the sort of 
rambling, sometimes aimless, national lab- 
oratories that have grown up in America. 


This structure also means that the Society 
has an easier time when it comes to pruning. 
A director’s retirement often provides a 
convenient occasion to disband depart- 
ments that have gone stale. Permanent staff 
are not fired, but shifted to other institutes 
(a less-than-ideal compromise with West 
Germany’s highly protective labour laws). 

In the past ten years the West German 
brain drain has shown signs of slowing. The 
Max Planck Institutes can now win back se- 
nior West German researchers from Ameri- 
ca's best hothouses: Stanford University 
and a biotechnology company, Genentech, 
are recent examples. The biotechnologists 
are a significant case, because West German 
biotechnology is especially at risk. The gov- 
ernment is keen to play down—and if possi- 
ble to limit—the possible excesses of a law 
restricting genetic engineering that will be 
passed in 1990. 


DESY's answer 


West German scientists have other sources 
of pride, as well as the Max Planck Insti- 





Fritz Haber's legacy 


THE beginning of the century a 


| T 
Н E chemist, Fritz Haber, made 


a discovery with far-reaching conse- 
quences. He made the normally 
unreactive nitrogen of the atmosphere 
combine with hydrogen, in the presence 
of a metal catalyst, to form ammonia. Am- 
monia is the chief ingredient of artificial 
fertiliser. Haber's discovery allayed grow- 
ing fears that the world’s food supply 
would come to depend on a limited 
resource—namely guano (that is, bird 
droppings). 

The discovery was a mixed blessing. 
Once nitrogen has reacted to form ammo- 
nia, it is fairly easy to produce other com- 
pounds containing nitrogen. Nitro- 
glycerine is one. The German General 
Staff realised that man-made ammonia 
meant that its weapons industry would 
not have to rely on guano imported from 

South America, which could be 
_ blockaded by the British. By 1913 a Ger- 
. man firm, BASF, with military money, had 
built a version of Haber's reaction on an 
industrial scale. Production began just in 
time for the war. 

In 1911 Haber was made director of 
the first of a series of Kaiser-Wilhem Insti- 
tutes, which, when the times became less 
imperial, were renamed after Max Planck. 
The institute gained great renown after 
the war, but Haber, who was Jewish, emi- 
grated to Switzerland in 1933 and died 
shortly after. The institute still exists in 
West Berlin, and the Haber process re- 
mains a hot topic for research. 





The ammonia man 


Dr Gerhard Ertl, now working at the 
institute, has spent many years trying to 
understand how the metal catalyst—the 
crucial part of the Haber process—does 
its trick. Although a lone nitrogen atom is 
chemically highly reactive, the nitrogen 
atoms in air are paired together in inert 
molecules in the form of dumb-bells. 

Dr Ertl has shown that when the nitro- 
gen molecule collides with the surface of 
an iron crystal, it lands upright and jumps 


off again a fraction of a second later: no 
reaction. However, on one sort of surface 
of iron, prepared by cutting the crystal 
along a certain plane,the nitrogen mole- 
cule sometimes tips over on its side during 
its brief spell on the surface. When this 
happens, both nitrogen atoms interact 
strongly enough with the iron to break 
their bond and wander apart, later re- 
combining with hydrogen to form ammo- 
nia. As the iron used in ammonia catalysis 
is made of tiny crystallites, there is always 
enough of this surface exposed to drive 
the reaction. 

With the help of Dr Ertl's experimen- 
tal analysis, theoreticians paid for by a 
Danish chemical company, Haldor 
Topsøe, and Britain's ici made detailed 
models of the catalytic reaction so that 
they could predict the amount of ammo- 
nia that will be yielded under various con- 
ditions. This is a new approach; catalysis 
used to be a hit-or-miss affair. 

Armed with this success, Dr Ertl con- 
vinced BASF that his research was worth 
supporting (as is customary with many big 
West German companies, BAsF's role was 
to channel federal money for industrial re- 
search through to Dr Ertl). He hopes that 
a similar analysis will help to improve 
other catalytic reactions, where guesswork 
has not yet yielded satisfactory results. 
And research on ammonia catalysis is not 
over yet. Some bacteria can transform ni- 
trogen into ammonia in a much more effi- 
cient way. Haber's final heirs may be 
biotechnologists. 
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Ring-a-ring-a-DESY 


tutes. Foremost among them are the Gross- 
forschungseinrichtungen—large research fa- 
cilities, The best known of these is the Euro- 
pean Laboratory for Particle Physics (CERN), 
near Geneva. West Germany is the largest 
contributor, providing 23% of its budget. 
Yet at the same time, West Germany runs 
another world-class accelerator laboratory, 
its own DESY, in Hamburg. The most recent 
project at DESY is а 6.3km particle-accelera- 
tor ring for colliding protons and electrons 
called HERA, which should start working in 
1991. The point-like electrons probe the in- 

уг secrets of the more complicated pro- 
„з, revealing the doings of the quarks and 
gluons of which protons are made. 

The bill for building the HERA ring will 
run up to nearly DMI billion (for compari- 
son, building CERN's latest machine, LEP, 
which is much larger but uses for the most 
part simpler equipment, cost about 212 
times as much). As usual with such large re- 
search projects in West Germany, the host 
state contributes 1096; more unusually, 1596 
of the construction cost of HERA came from 
foreign purses (in return, Germany will 
probably invest in particle machines over- 
seas). All the rest comes from the Federal 
Ministry for Research and Technology 
(BMFT). 

It is not only in particle physics that the 
ministry pays for national facilities as well as 
being a big backer of a European co-oper- 
ative venture. The same goes for nuclear re- 
search reactors, which are used by physi- 
cists, chemists and biologists as a source of 
neutrons to study the structure of matter. 
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And for synchrotron radiation 
sources, by-products of particle-accel- 
erator research that provide scientists 
with beams of X-rays and ultraviolet 
rays which are thousands of times 
more intense than those from normal 
sources of such radiation. 

British scientists, who have won a 
reputation with their continental col- 
leagues for whining about costs and 
periodically threatening to pull out of 
big projects, may well wonder how 
their West German colleagues man- 
age to get so much money. À large 
part of the answer is just that there is 
more in the pot for non-military sci- 
ence in West Germany: West German 
publicly financed civilian R&D runs at 
over 2! times the British level—and 
nearly one-third of it is earmarked for 
pure research. 

There are other reasons too. The 
fact that federal money flows into sci- 
ence from three independent 
sources—the DFG, the Max Planck 
Society and the BMFT—means that 
West German researchers do not see 
investment in large facilities as dam- 
aging more mundane projects. The is- 
sue of big versus small science does 
not create such heated debate as it 
does in Britain, where money for each sci- 
ence is distributed by a central research 
council. 

Large West German science projects 
have also been helped by the strong support 
of Dr Heinz Riesenhuber, the federal minis- 
ter for research and technology. Dr 
Riesenhuber, who is a chemist by training, 
has done the job for seven years, which pro- 
vides the sort of stability that West Germans 
appreciate. It avoids the wild swings in bud- 
gets and policy that plague British science. 


The challenge of space 
Dr Riesenhuber, with his dazzling bow-ties, 
cuts an unusually colourful figure in Bonn. 
On the whole, he has the respect of scien- 
tists. But some are starting to wonder 
whether his ambitious plans for space may 
not be going too far. 

He is an astute politician 
who recognises that, however 
much scientists may grumble 
about the dubious merits of 
space travel, space research is 
popular with the public (as well 
as with one industrial giant, 
Daimler-Benz, which has re- 
cently diversified into aeronau- 
tics by buying Messerschmitt- 
Bólkow-Blohm). True to form, 
West Germany now looks 
ready to pay for a big national 
project—an MBB spaceplane 
called Sanger—in addition to 
its commitments to the Euro- 
pean Space Agency. 
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The BMFT has promised DM220m over 
the next four years for initial studies of 
Sünger. Around 1993 a decision will be 
made about whether to build it—probably 
as an international collaboration led by Ger- 
many. If the go-ahead is given, prototypes 
would appear in the early 2000s and the 
space craft might be operational about by 
2010. 

West Germany's pet European space 
project is Columbus, the European con- 
tribution to the space station that NASA will 
be launching in the mid-to-late 1990s. West 
Germany has agreed to pay 3896 of the 
costs. Columbus will not come into its own 
until the next century, but preparations are 
already being made at Oberpfaffenhofen, 
the ground«ontrol centre which may be- 
come to manned European space travel 
what the Johnson centre in Houston is 
across the Atlantic. ESA will invest DM 100m 
there to prepare for Columbus, West Ger- 
many a further DM85m. 

The West German press sometimes 
questions this huge investment in nowhere. 
A recent article in Die Zeit made much of a 
government study that concluded, embar- 
rassingly but correctly, that the economic 
benefits of space research were not large. In 
an unusual move last month, researchers 
from the large facilities for solid-state sci- 
ence presented Dr Riesenhuber and the 
press with a slick brochure. They feel their 
work, though not as glamorous as a 
spacewalk, is probably much more cost- 
effective. 


Big science, small companies 

Apart from the disagreements about space, 
West German scientists and politicians do 
not fret much about getting value for 
money. Dr Wolfgang Paul, a West German 
who shared this year's Nobel physics prize 
with two Americans for his work on trap- 
ping and studying ions in a vacuum, said 
that he never expected his research to have 
any practical applications. 

This sort of view may shock Americans 
and Britons, who are used to justifying in- 
vestment in pure-science projects by a de- 
tailed analysis of the often marginal (and 
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usually inaccurate) economic returns. The 
consensus in West Germany, as in Japan, is 
that the benefits of basic research are too 
diffuse to measure, but too valuable to miss. 
It so happened that Dr Paul’s work led to 
useful improvements in mass spectrometers, 
which give extremely precise measures of 
the chemical composition of materials. 

The West German taxpayer who is not 
convinced by such examples can at least ap- 
preciate the engineering feats involved in 
much big science. Take the HERA ring: dig- 
ging a tunnel for the accelerator 20 metres 
under the streets of Hamburg; putting in- 
side it a 6km tube of steel that holds the vac- 
uum in which the particles must travel; in- 
stalling superconducting magnets to bend 
the particle beams round the ring; and get- 
ting them to meet in a spot one-tenth of a 
millimeter across 50,000 times a second. 

The “trickle-down” effect of such high- 
technology reaches further, all the way to 
the Mittelstand, the country's small 
and medium-sized firms. Consider 
Huber, a company which makes 
diffractometers (used for aligning 
erystals when studying them with x- 
rays). These elegant examples of West 
German precision-engineering are 
popular in the German synchrotron- 
radiation laboratories, Visiting 
American scientists liked them so 
much that Huber now exports 30% 
of its output to America. The com- 
pany has a staff of 30 and a turnover 
of around DM10m. Small fry, per- 
haps; but the Mittelstand as a whole 
accounts for two-thirds of the 
workforce, and plenty of it is involved 
in medium-level technology, like 
Huber. So BMFT’s money ends up in 
many taxpayers’ pockets. 


Over to industry 


This article has so far not dealt with 
pure research in West German indus- 
try. The reason is that there is hardly 
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any of it to write about. It is no coincidence 
that two of West Germany’s recent Nobel 
laureates, Dr Binnig and Dr Bednorz, made 
their discoveries in the Swiss research lab- 
oratories of an American company (IBM). 
There are no West German equivalents of 
the American basic-research laboratories 
run by IBM, AT&T, Exxon, Xerox and oth- 
ers. Even Philips, a Dutch company, has a 
considerably higher reputation for basic re- 
search than any West German firm. 
Certainly West German firms invest 
large amounts in R&D. Siemens spends more 
than 10% of its turnover on it. But almost 
all of it goes on development, not research. 
One recent achievement at Siemens is a de- 
vice that registers the extremely weak mag- 
netic pulses emitted by parts of the brain 
when they are active, using superconducting 
detectors called souis. There is no doubt 
that this R&D investment is a long-term one: 
it will be years before conservative German 






doctors adopt this new and expensive toy. 
But the profit motive is obvious. 

The practical nature of industrial R&D 
in West Germany made great sense after the 
war. West German and Japanese companies 
concentrated on production, confining re- 
search to the immediate needs of product 
improvement and buying foreign patents for 
clever new ideas. Judging by West Germa- 
ny's booming economy, it still makes sense 
today. But will it tomorrow? 

Heed the Japanese. Japan now knows 
that if its economy is to conserve its momen- 
tum, it cannot rely on others to make the big 
breakthroughs. It is all very well making 
memory chips so cheap that nobody can 
compete. But in the resulting market, profit 
margins are slim to non-existent. The big 
money is in microprocessors, the brains of a 
computer. And the American firms that 
have patents to these are not about to li- 
cense them. 

Japanese firms realise that the only \ 
to avoid depending on technological hand- 
me-downs is to innovate. Their laboratories 
are trying to encourage what one Japanese 
researcher has called calculated recklessness. 
West German companies are, however, still 
shy when it comes to allowing basic research 
on their premises. The small and medium- 
sized firms, which make up the backbone of 
the West German economy, are not inter- 
ested in supporting basic research. Their 
products are usually several stages removed 
from advanced technology. Many of the 
larger companies require their R&D groups 
to pay for themselves, through contracts 
with other parts of the company. That usu- 
ally does a good job of stifling creativity. 

Dr Riesenhuber could do some useful 
prodding. The BMFT runs several industrial- 
research programmes which often amount 
to subsidies of industrial research. Last 
spring, for example, Dr Riesenhuber 
announced that West Germ; 
would provide ОМЗ billion towa. us 
the Joint European Submicron Sili- 
con project, which will help Siemens, 
Philips and sGs-Thomson to keep up 
with Japan in a race for the next gen- 
eration (64-megabit) memory chip. 
The BMFT could use money for such 
projects as a carrot to encourage the 
big West German firms to be a bit 
braver about basic research. 

The past decade has seen indus- 
try's share of West Germany's R&D 
spending rise from 54% to 64%. If in- 
dustry is willing to take the burden of 
an ever-larger share, it can surely be 
convinced to put a little aside for 
West Germany's dreamier boffins. 
IBM proudly advertises its recent West 
German Nobel laureates. When a 
West German company can do the 
same, the country will boast a 
Wissenschaftswunder complete. 
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chael Chow, restaurateur and architectural designer, Los Angeles. An aficionado of fine cuisine and fine art, Europe is his 


serished source of inspiration. When he feels that sudden urge to take an idea from the Old World straight to a project site back‏ م 


me, Michael Chow has the perfect recipe: Swissair plus Delta Air Lines. A team with class. 








Now hospital staff everywhere are able to avoid 
one of the greatest hazards they face 
overexposure to anaesthetic gases. 

A new equipment design uses an ingenious 
“double mask” which allows escaping gas to be 
effectively drawn away. Produced by Medicvent 
of Sweden, it relies on an advanced 
thermoplastic from Amoco Performance 
Products, Inc., called Udel” polysulfone. Tough 
and transparent with excellent thermal and 
impact properties, polysulfone is especially 
well-suited for all medical applications requiring 
steam sterilisation. 

And it's just one of the high quality materials 
Amoco supplies directly and through licensees 
and joint ventures. Materials Amoco supplies 
include isophthalic acid for use in-corrosion- 
resistant pipes, tanks and irrigation systems; 
trimellitic anhydride for making vinyl 
plasticisers; terephthalic acid for producing 
polyester; and polypropylene carpet backing 

Innovation and exceptional materials. These 
are Amoco's most precious resources 

For more information on our activities in Asia, 
write to Amoco Chemicals Far East Limited, 
16th Floor, Great Eagle Centre, 23 Harbour 
Road, Hong Kong. Telephone: 5-83228899; 
Telex: 75657 AMOCO Hx; Fax: 5-8381810 


Amoco Chemicals 





Harp AT WORK 


IN BANGKOK. 





Breakfast or lunch at the 
water's edge. Decisions, made 
clearer by a refreshing dip. 

At the Regent, even our 
swimming pool reflects a 
healthy respect for business. 


the 
RENI 


A REGENT ® INTERNATIONAL HOTEL 


AUCKLAND. BANGKOK. BEVERLY HILLS. CHICAGO. FIJI. HONG KONG. KUALA LUMPUR. MELBOURNE. NEW YORK. SINGAPORE. SYDNEY. TAIPEI. 
BANGKOK: TEL (2) 251-6127, TLX 20004, FAX (2) 253-9195. 
HONG KONG: 3-663361. SINGAPORE: 737-3555. 
A member ot The“Feading Hotels of the World” 














Keynes unmasked 








| ` Keynes's Monetary THEORY: A DIFFERENT INTERPRETATION. By Allan H. Meltzer. Cam- 
bridge University Press; 336 pages; $39.50 and £25 


HE literature on what Maynard Keynes 
said or meant to say in his economic 
writings (or anywhere else) is both enor- 
` ‘mous and enormously tiresome. Far from 
` ofying the great man's work, let alone 
.. ting any light on modern economic is- 
“sues, this mudslide of textual analysis has 
buried all from view. One more contribu- 
tion might be of interest to the clogged 
brotherhood of exegetists, but not 
to anybody else. Which is why 
many non-professional students of 
economics will give this book no 
more than a cursory glance. They 
will be missing a treat. 
Allan Meltzer, a professor at 
Carnegie-Mellon University and a 
. leading monetarist, has come to 
X. Keynes afresh—and from what 
`` most readers will regard as a hos- 
tile point of view, for in the popu- 
lar mind  Keynesianism and 
monetarism are fish and fowl. He 
‚ does not (quite) argue that Keynes 
«v. Was a monetarist, but he certainly 
c argues that he was no "Keynes 
“ian”. Although Mr Meltzer quar- 
+ with earlier interpretations 
1 above all with the one that 
has found its way into economics 
textbooks, the reader has no trou- 
ble believing that his main goal was not to 
rubbish the opposition but simply to under- 
stand what Keynes meant. If Mr Meltzer is 
right, however, Keynes's followers have got 
their master's ideas completely wrong. 
The most distinctively Keynesian policy, 
.:to modern eyes, is fiscal fine-tuning: the idea 
~~ that the government should alter fiscal pol- 
icy (public spending and taxes) to take ac- 
‘count of short-term changes in output. If the 
economy slumps, the government should 
boost demand. In fact, the book argues, 
Keynes had little to say about short-term sta- 
bilisation policy as people think of it today. 
If anything, he favoured pre-announced 
rules for fiscal policy (in the same way that 
.monetarists аге keen on pre-announced 
rules for monetary policy). Equally, he was 
unimpressed with the techniques of eco- 
nomic forecasting that grew up in his 

























Looking for certainty 


name—techniques which governments 
would have to rely upon if “Keynesian” de- 
mand management was to work. 

In place of this textbook Keynesianism, 
Mr Meltzer uncovers a coherent and quite 
different view of the world. Keynes’s main 
concern was economic uncertainty: Uncer- 
tainty raises the cost of capital and discour- 
ages investment. This in turn causes a per- 





manently lower level of output than would 
otherwise be possible. This theme, once 
spotted, recurs throughout Keynes's writ- 
ings, and brings many previously disparate 
strands together. 

It suggests that Keynes was mainly con- 
cerned not with temporary (that is, cyclical) 
shortfalls of output below the economy's po- 
tential, but with permanent shortfalls, 
caused by the effect of uncertainty on the 
accumulation of capital. This is a remark- 
ably modern view; it finds an echo in a 
brand-new literature which is examining the 
effect of uncertainty and interest rates on 
the long-term rate of economic growth. De- 
spite "In the long run we are all dead", 
Keynes’s theories, argues Mr Meltzer, are di- 
rectly opposed to the short-term obsessions 
of his modern disciples. 

Mr Meltzer: reckons that in this aspect 


































































of the true Keynesianism, Ke 
proved right. The preoccupati 
ity fits well with the preference o 
ists and “new classical” economii 
over discretion in government’ po 
Mr Meltzer finds the other main id 
Keynesianism, though strictly. c 
with the first, quite wrong. Keynes? 
laissez-faire, especially in the allecati 
investment. He did not trust private ent 
prise to undertake the right amount, or 
right sort, of investment—and not just be 
cause of the economic uncertainty that mac 
roeconomic policy could try to remedy. 
wanted the government, or more prec 
an intellectual elite including men suc 
himself, to guide investment directly. 
In this, despite his experience of bureau 
cracies, he was naive. In a letter to Friedr 
Hayek (praising "Road to Serfdorn’’) he d 
fended planning by saying it “i 
be safe if those carrying it out al 
rightly orientated in their o 
minds and hearts to the mora 
sue.” You might as well say t 
communism will work if sensi 
men are put in charge. 
Mr Meltzer's marshallir 
the evidence is convincing 
builds his case carefully, quoti 
at length from Keynes's work 
enjoyment in the rask, which: 
closer to appreciation than c 
cism, is infectious. Many reade 
will be tempted to look up 
original books and essays. Th 
will find that many suppos 
Keynesian ideas which | 
seemed puzzling, despite the 
lier bouts of clarification, n 
make sense. One example: 
Keynes stood above all for acti 
demand management, how could he | 
pose the Bretton Woods system of fixed 
change rates, which implied restrictions 
the freedom of participating governe 
The answer is that he valued stability 
and believed that stability comes not fr 
counter-cyclical policy but from instituti 
that make the world predictable. us 
By providing this sort of insigh 
"Keynes's Monetary Theory" is. more th: 
an irresistible invitation to read or te 
some of the most important works о 
century. For all but the most enthralk 
will prove too hard а book to prev 
happy first encounter with economics—but 
it is written in clear English, and isaccess 
to anybody who-has read a standard: 
duction to macroeconomics. Thanks 
monetarist, Keynes at last stands revedle 



















The albatross 


COLERIDGE: EARLY Visions. By Richard 
olmes. Hodder; 364 pages; £16.95. To be 
published in America by Viking in May 








HE most representative and the most 
enigmatic of the Romantics, Coleridge 
as also a leading figure in English intellec- 
tual history. Not surprisingly, perhaps, it is 
50 years since the last attempt at a full bio- 
graphy. Scholars have preferred to decipher 
-Coleridge’s handwriting, or his ideas. Until 
“recently it was usual to dismiss the external 
vents of his life as secondary to the life of 
iis mind. 
: This is a defensive tactic, because the 
iographical facts (Coleridge's impractical- 
ty, his vacillation, his opium addiction, his 
political apostasy, his shaky marriage) have 
) often been used to denigrate his achieve- 
ent. Because so much is known about him, 
oleridge has been judged as if he had 
asted his time, producing only a few thin 
ОК; and the myth of his failure is most 
ersuasively nurtured in his own volumi- 
ous writings about himself. A personality 
f Johnsonian stature and complexity, Cole- 
dge was also his own not entirely reliable 
oswell. This must be a dispiriting combina- 
n for any biographer to confront. 
Richard Holmes has decided on a two- 
olume approach. Broadly speaking, his 
arting point is Leigh Hunt's description of 
oleridge as "very metaphysical and very 
rporeal". Volume two ("Later Reflec- 
ons”) will unravel the metaphysician, and 
ace the path by which the poet of "Kubla 




















































Khan” and "The Ancient Mariner” became 
the senior conservative intelligence of the 
age. 

Volume one presents with great brio the 
corporeal Coleridge in his prime. Mr 
Holmes believes passionately that the life it- 
self matters in every detail. He presents a 
Coleridge of formidable appetites and ener- 
gies, a poet whose early visions of a new soci- 
ety in no way diminished his needs in the 
existing one. Indeed, Coleridge's body, with 
its wild shifts between health and sickness, 


looms large in the story; as does his ph 
appearance, which was so changeable tha 
Dorothy Wordsworth said he was some- 
times simply unrecognisable. 

The official portrait of the young poet, 
utopian socialist and radical is woven into 
an unofficial portrait of Coleridge as 
humourist, flirt, epic walker, sloth, amateur 
chemist, psychologist, naturalist and—first 
and last—talker. The constant stream of let- 
ters and notebook entries reveal somebody 
deeply affected by mood, place and circum- 
stance: a kind of visionary improviser. 

The story of “Early Visions” ends in 
1804. Aged 32, Coleridge had by this time 
written everything for which he is now re- 
membered as a poet. He had publicly em- 
braced the brief moment of English radical- 
ism during the 1790s, and then balked at its 
challenge to Christian belief. He had: mar- 
ried, become a father and forged the impor- 
tant friendships of his life. He had sp 
time in Germany and embraced a new id 
ist philosophy to wash away the taint of 
French revolutionary rationalism. He had 
established himself as a celebrity in Bristol, 
and a journalist and opinion-maker in Lon- 
don. Most important, Coleridge had by this 
time moved to the Lake District to be near 
Wordsworth, but had discovered that his 
dreams of an ideal community were 
unrealisable. 

One definition of Romanticism claims 
that it is about ‘solitude. "Early Visions” 
presents Coleridge as friend, husband, fa- 
ther, lover and public figure. Mr Holmes's 
most valuable insight is that the English Ro- 
mantics thought of the imagination primar- 
ily as a social creation, an "expansion of the 
heart". This is true above all of Coleridge. 
Hence his local attachments, his need for 
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ASTARD by birth, bastard by na- 
ТА 2 ture. It is impossible to avoid that 
judgment on one of Africa’s greatest ex- 
< plorers, H.M. Stanley, after reading Frank 
 McLynn’s deliberately truncated biogra- 
-phy*. On his path to fame, Stanley 
flogged and shot his way through the 
heart of África with a total disregard for 
he well-being and lives of his compan- 
ions, whether white or black. As for his 
adversaries, he treated them as if they 
. were brutes for the slaughter. The man 
was a brute himself, his nature nakedly ex- 
“posed by the savagery of the forests, riv- 
rs, swamps and jungles of equatorial Af- 
rica. By comparison with the exploits of 
Ње one man Stanley could be said to have 
loved, Livingstone, Stanley's sicken the 
soul. 
By concentrating on Stanley’s life as a 
‘boy and adolescent and then, in fascinat- 





ing detail, on his first two ex- 
peditions—the first to find 
Livingstone and the second 
down the long stretches of the 
Congo to its mouth—Mr 
McLynn seeks to expose the 
reasons why a man of such in- 
domitable will, technical and 
tactical ability and personal 
bravery could behave so sav- 
agely. He finds them in Stan- 
ley's childhood. Born Шерісі- 
mate, with the name John Rowlands, he 
was quickly shunted off to St Asaph's 
workhouse in Wales. There, as Stanley's 
own autobiography reveals, he was ex- 
posed under the veil of puritanical piety to 
the terrors of poverty, neglect, squalor 
and cruelty. The shadows of the work- 
house darkened Stanley's heart for ever. 
They spurred his ambitions to succeed 
as a journalist and explorer at whatever 
cost—to others. They led him to fantasise 
and lie about himself. They explain his 
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gaucheries, crystallised in the .. 
banality of his greetings: “Dı 
Livingstone, I presume." Тћеу , 
lie behind his search fora sur- | 
rogate father, first in his pa- | 
tron in New Orleans, Henry | 
Hope Stanley, whose surname | 
he adopted as his own, and | 
second in Livingstone. They | 
made him the brute that he | 
was. | 
Mr McLynn carries that | 
analysis much further, arguing that those | 
childhood experiences produced a Һото- | 
heterosexual ambivalence and obsessional | 
sado-masochistic impulses in Stanley. The | 
evidence supports that thesis, but Mr 
McLynn repeats. it endlessly and. te- | 
diously. He does not need to: the savage 
facts of Stanley’s life provide sufficient | 
condemnation. | 
| 





*Stanley: The Making of an African Explorer. Con- 
stable; 411 pages; £17.95 
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collaboration, his fantasy of an enlarged do- 
mesticity, his aesthetic and political notion 
of organic form. It is entirely appropriate 
that those of his poems which address soli- 
tude most potently should have been 
termed “conversation poems". A new kind 
of conversation—which would include the 
truths of solitariness—was exactly what he 
wanted to have. It was not to be. In “Early 
Visions" Mr Holmes already conveys an in- 
exorable sense of things going into reverse, 
as the sociable poet of Nature becomes the 
lonely critic of Society, described by Hazlitt 
as “haunting the public imagination with 
obscure noises". 

“Early Visions” is the work of a sea- 
soned Romantic biographer, who is present 
as a distinctive voice within the story he is 
telling. Mr Holmes’s warm and mobile sym- 
pathy is especially quick at perceiving the 
eowerning images in a life, the hidden con- 

xions. The biographer is a kind of whis- 
puing gallery for his subject, whose voice is 
everywhere in his letters and notes. Yet 
there is a danger of hearing too many ech- 
oes, and at times the reader longs for a less 
ardent interpretative gaze. Perhaps in vol- 
ume two Coleridge the thinker will be given 
an equally committed, but slightly more 
neutral, reading. 





Education 


Pinned to the 
apron 


THE VILLAGE SCHOOL. By June R. Lewis. 
Robert Hale; 238 pages; £14.95 


a over a doorway in the Isle of Ely 
in 1776 advertised the local school. 

ildren could have "Reding, Riting and 
Spelin taught according to the rules of 
Grammer—and caer taken of their Morels 
at ба a week". Was this teacher better than 
the shepherd who, "being too infirm at 80 
to look after the sheep”, took on the school 
at Winstone and taught “very elementary 
writing? He was probably better than the 
mistress at Badgeworth described as “almost 
as strikingly ignorant as the children". 

Founded on charity and fostered with 
faith and hope, village schooling in Britain 
was for centuries haphazard and intermit- 
tent. Occasional crusading individuals lit up 
a murky story of half-hearted attempts to 
educate the poor. Even as late as 1858 only 
one child in eight was being taught anything 
at all. It was not until 1870 that Gladstone's 
bill for universal education began to tackle 
the problem seriously. 

June Lewis writes entertainingly about 
teachers. The record for length of service is 
held by David Rhys Davies, who taught for 
16 years until he was 92: he had more luck 
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than an earlier colleague, one John 
Mattison, who died in 1723 and is remem- 
bered enigmatically in East Bergholt church: 
"eleven years the beloved Schoolteacher of 
this town, then unfortunately Shott”. The 
punishments they meted out are sobering: 
four strokes of the cane for a girl leapfrog- 
ging in the playground in 1930, but only a 
caution for a boy smoking a pipe in class in 
1867. Mrs Baxter of Eastleach knew how to 
terrorise her little charges. Throughout the 
1850s she wore, over a tightly bodiced, ex- 
tremely full skirt, a lilac-besprigged apron— 
to which naughty children were pinned. 
Many excuses are given for sudden tem- 
porary closures: a circus, an eisteddfod, a 
golf tournament, hay-making, turnip-sin- 
gling and pea-pulling (although Miss Lewis 
does not seem to have come across the 
Wealden pastime of hop-twiddling, which 
still takes children off school). There are ex- 
amples of many strange venues for schools, 
including a churchyard chantry, a farm 


kitchen and a pub. But behind the countless 
quaint and whimsical stories lies a strong 
message. For nearly a century after Glad- 
stone's Act, village schools became more 
and more consistently reliable and, thanks 
to regular inspection and steady govern- 
ment support, the standard of education 
they offered rose to an unparallelled excel- 
lence. Sadly, since 1960 over 1,000 of these 
schools have been forced to close, effectively 
destroying the hearts of the villages they 
served. A few, like the school at Abinger 
Hammer, re-opened almost immediately un- 
der a complicated system of self-generated fi- 
nancing, so that the children of the village 
could continue to get an excellent free edu- 
cation. Many more, like the school on 
Lundy Island, have become private houses. 
Miss Lewis argues passionately and core 
vincingly against these closures and in fa- 
vour of reviving some of the lost schools. 
This book offers them the admiring and af 
fectionate tribute they have long deserved. 





Tom Wolfe throws down a glove 
Back to reality 


NEW YORK 


OR Tom Wolfe, the southern dandy of 

the white suits and the wide-brimmed 
hats, the enemy is a literary establishment 
he calls “the monastery". The equivalent 
establishments in architecture and painting 
are "finished", he says: classicism and natu- 
ralism are back. But literature still presents 
the "hilarious spectacle" of an aging monas- 
tic order whose members think they are as 
young and as bold as they were yesterday. 
They cannot see that they are the reaction- 
aries now; they refuse to confront big, con- 
temporary questions. Realism, for them, is 


taboo. 

The author of “The Bonfire of the Van- 
ities” was talking about his “literary mani- 
festo for the new social novel" in an inter- 
view with The Economist. The manifesto 
appears in the current issue of Harper 5 
Magazine and, characteristically, has a title 
that goes over the top: "Stalking the billion- 
footed beast ' Mr Wolfe argues that, by the 
early 1960s, the notion of the death of the 
realistic novel had caught on among Ameri- 
can writers with the force of a revelation. 
Since then new types of novels had come in 
waves, each trying to establish an avant- 
garde position out beyond realism. 

This escapism represented, in Mr 
Wolfe's view, an extraordinary reversal. In 
the 1930s the big, realistic novel, with its 
broad social sweep, had put American litera- 
ture on the world stage for the first time. 
Sinclair Lewis, the first American to win the 
Nobel prize for literature, had called on his 
fellow writers to give America "a literature 
worthy of her vastness”. Four of the next 


Next target: property tycoons 


five Americans to win the prize— Pearl 
Buck, William Faulkner, Ernest Heming- 
way, John Steinbeck—were, in Mr Wolfe's 
judgment, “all realists”. 

Not so contemporary novelists. Before 
he wrote “Bonfire”, Mr Wolfe expected to 
see young writers confronting America's ra- 
cial clashes, the hippie movement, the New 
Left, the Wall Street boom, the sexual revo- 
lution, the war in Vietnam. “But such crea- 
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OHN STEINBECK'S “The Grapes of 

Wrath", a prime example of the sort 

of book Tom Wolfe would like to see 
more of, was first published 50 years ago. 
Its anniversary has rekindled old con- 
troversies. To some critics it is “а mighty, 
mighty book", to others “a sentimental 
exercise hoked up with heavy-handed 
symbolism". Opposing views are likely 
to have a political edge as well, since the 
book was a product of the Great Depres- 
sion. Steinbeck's vivid depiction of the 
lot of migrant workers outraged capital- 
ists and heartened radicals. He was de- 
nounced by the Associated Farmers and 
supported by Eleanor Roosevelt. Swept 
along by rancour and contention, his 
book became a huge bestseller, topping 
the lists for most of 1939. 

Read afresh, the novel seems both 
sentimental and mighty, which no doubt 
accounts for its success. Although not an 
ideologue, Steinbeck proclaimed himself 
"at the call of the common working peo- 
ple”, particularly the suffering “Okies”’, 
whose troubles he had witnessed at first 
hand. “The Grapes of Wrath” most 
powerfully describes the squalor of the 
migrant camps and the desperation of 
decent people at the end of their tether. 

Portraying this misery and violence, 
the book has the flavour of a moral tale 
and is none the less gripping for that. But 
Steinbeck’s hold slips in the sections of 
quasi-philosophical commentary, which 
connect such strange bedfellows as 
Paine, Marx and Jefferson. Steinbeck’s 
Okies seem too much like Rousseauian 
saints of the American West, his political 
vision an uneasy mixture of Walt Whit- 
man and the New Deal. 

Such passionate propaganda trans- 
ferred readily to John Ford's subsequent 
film of “The Grapes of Wrath", which, 
Steinbeck declared admiringly, was 





“even harsher than the book”. For radi- 
cal critics, however, sufficient harshness 
was just what Steinbeck lacked. AL 
though they approved of his populist 
message, they suspected he would never 
be ideologically reliable. Much of "The 
Grapes of Wrath" reflects a kind of mys- 
tical awe at the profound processes of na- 
ture, a tendency confirmed in Stein- 
beck's later books, which left-wing 
pundits dismissed both for their “biolo- 
gism" and their “reek of kindness". 

In fact, Steinbeck once identified 
"heartfelt kindness—chivalry and cour- 
age" as the virtues he valued most, con- 
firming the suspicions of his political 
critics. Throughout his career he was a 
writer first and foremost, committed to 
observation, compassion and communi- 
cation. He once asserted that even his 
most reformist novels "were stories of 
people, not political treatises", and it is 
as a story of people that “The Grapes of 
Wrath" retains its power. 
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Too Kind te be cias 








tures, it seemed, no longer existed. The 
strange fact of the matter was that young 
people with serious literary ambitions were 
no longer interested in the metropolis or 
other big, rich slices of contemporary life.” 
Nor is the phenomenon confined to Amer- 
ica. In his interview, Mr Wolfe noted that 
several British critics had described the 
books short-listed for the Booker prize as 
“tiny efforts "” 

“Bonfire”, Mr Wolfe's most influential 
book, is undoubtedly a big effort. But can its 
portrayal of New York and New Yorkers 
truly be described as “realistic”? Its 659 
pages present New York as a place of utter 
depravity, with flatulent politicians, self- 
serving lawyers and “well-educated young 
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white men baying for money”. Is this not 
just anti-city prejudice, as old as the 


republic? 
Mr Wolfe, who lives in midtown Man- 
hattan, round the corner from 


Bloomingdale's, rejected all such sugges- 
tions in his interview. John O'Hara, for in- 
stance, had written a great city novel in 
"Butterfield 8", which portrays the promis- 
cuity, violence and alcoholism of Manhat- 
tan during Prohibition. There was hardly a 
likable character in it, but its New York and 
New Yorkers were fascinating. Mr Wolfe 
concedes that “Bonfire” lacks sympathetic 
characters too, but he swears that when he 
was writing the novel he had a sense of won- 
derment about the city and "its amazing 


people, its astonishing people" that came 
out of the researching and reporting he did. 

For Mr Wolfe, a realistic novel inev- 
itably involves reporting, "the most valuable 
and least understood resource available to 
any writer with exalted ambitions." He 
never doubted for a moment that to write a 
long piece of fiction about New York he 
would have to do the same sort of reporting 
he had done for "The Right Stuff", pos- 
sessed by America's astronauts, and for 
"Radical Chic", where New York's liberals 
cosy up to Black Panthers. He is at it again 
for his next book, a novel about property 
development and developers in America. 
His reporting has already taken him to Bos- 
ton, Atlanta and California and will soon 
take him to Texas. 

Emile Zola is an exemplar: his novels, 
says Mr Wolfe, were also based on reporting. 
Zola called it documentation, and '' 
documenting expeditions to the slums, 
coal mines, the races, barnyards, railway 
yards and engine decks, notebook in hand, 
became legendary. Sinclair Lewis did his 
homework too. To write "Elmer Gantry”, a 
novel about a corrupt Protestant evangelist 
that scooped the Jim Bakker story by 60 
years, Lewis left his home in New England 
and moved to Kansas City. He organised Bi- 
ble-study groups for clergymen, delivered 
sermons from pulpits, attended tent meet- 
ings and church conferences and classes at 
the seminaries. 

Mr Wolfe emphasises that he is not ar- 
guing that everybody should be writing big 
panoramic novels. He thinks, for instance, 
that Julian Barnes is “awfully good”’, and his 
novels cannot be described as realistic. But 
he wants some authors to be looking at the 
big picture, even if it brings down scorn 
from the literary establishment. 

п 





The Academie Francaise 


La seconde 


FOIX 


DECADE after Marguerite 
Yourcenar’s election to the hitherto 
exclusively male Académie Française, and 
two years after her death, the 354-year-old 
institution has welcomed a second 
académicienne, Jacqueline de Romilly. The 
two women have tastes in common: Miss 
Yourcenar translated Greek poetry and set 
many of her short stories in and around the 
Mediterranean; Mrs de Romilly, now in her 
70s, is an internationally respected scholar 
and author of several books on ancient 
Greece. They also share a healthy contempt 
for literary and political fashions. 

Mrs de Romilly was the first woman to 
teach in the Collège de France (better re- 
spected than the Academy on many an intel- 
lectual circuit), where she lectured on Greek 
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scommending the Greeks 


thought and literature under the bust of 
Henri Bergson, a philosopher, during whose 
lessons her parents met. Her gaze down the 
centuries reduces the Cold War to little 
more than a replay of the Peloponnesian 
wars, which she first approached as a girl in 
a bilingual Greek-Latin edition of Thucydi- 
des. The Greek historian's 30 years in exile 
helped her live through the second world 
war, when the pro-Hitler Vichy regime for- 
bade her to teach because she is half-Jewish. 

Her detachment crumbles, however, 
when confronted with present-day attitudes 
to culture. In her maiden speech before the 
Academy on October 27th, she warned that 
"literary culture may well be as endangered 
as the fauna of the oceans or the water of 
our rivers". Pessimism? An EC-wide survey 
published the same day in Le Monde 

' эмей that 65% of those polled consider 

‘entific and technical training” more im- 
portant for their children than “a literary 
and artistic culture", which only 26% be- 
lieve is more essential than ever. 

To senior officials in France's education 
ministry, Mrs de Romilly is a troublesome, 
impossibly conservative old lady—which is 
why, she archly hinted in her speech, the 
Academy elected her. For a decade now, she 
has been campaigning—in a book, article 
and conferences—against the educational 
trend in France, and indeed Europe, away 
from the humanities towards supposedly 
"useful" computer studies, economics and 
current events. Imagine, her line goes, how 
ludicrously limited and dated today's adults 
would seem if all they knew of France, Ger- 
many or Britain was what they had gleaned 
from a few press-cuttings of ten or 20 years 
ago. 

In contrast, she argues, Balzac, Goethe 
and Keats do not date. And never mind if 
pupils find them boring: “children need 
what they cannot invent and do not want to 
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learn, but without which they can do noth- 
ing". It is, moreover, only while at school 
that they have the leisure—the two words, 
she notes, are one in ancient Greek—to dis- 
cover things they will never have time for 
later, and to develop a sense of perspective. 

Mrs de Romilly compares intellectual 
activity to a walking-tour. One needs to 
know where the path starts off from, and to 
consult a map to see beyond the immediate 
trees and bushes. But the stern school-marm 
has a soft spot for those too, especially when 
they are in Provence. Her book "Sur les 
Chemins de Saine-Victoire” (1987) is a ram- 
bler's paean to the hills, “dazzling light and 
cool wind" of that most Greek of French 
landscapes. 





Architecture 


Civil school 


66 A RCHITECTURAL power grows out 

of the barrel of a 4B pencil, and 
those who wield it reign, like monarchs, 
over their profession." Thus Charles Jencks 
in his book, "Kings of Infinite Space"; and 
on November 2nd Mr Jencks found himself, 
like a monarch, presiding over the first offi- 
cial debate on Prince Charles's book, “A Vi- 
sion of Britain". The debate was held at the 
Victoria and Albert Museum, which staged 
the exhibition that went with the book; 350 
people attended, including 78 architects and 
29 journalists, and the word “post-modern” 
was not mentioned all evening. 

On one side of his panel sat the tradi- 
tionalists: Leon Krier, the architect ap- 
pointed by Prince Charles for the Pundbury 
Development in Dorset, and Lucinda 
Lambton, a giggly television presenter of 
architectural trouvailles. Defending the 
modernist corner were Colin St John Wil- 
son, the architect of the new British Library, 
and Martin Pawley, the architecture cor- 
respondent of the Guardian. After the de- 
bate, the audience agreed that they were 
glad the prince had spoken, that his 
solutions were wrong (183 to 97) 
and that he was using his influence £ 
in an irritating way (157 to 63). The 
worst point was made by Mr St 
John Wilson, who accused the 
prince of putting the clock back as 
the Nazis had tried to do; the best 
point was also made by Mr St John 
Wilson, who asked the public to re- e 
member that Le Corbusier, Lloyd 
Wright and Aalto "all trained in : 
the school of classicism and all later Я 
abandoned that language." 


followed | | 


Questions 
the debate, and it was clear 


that no particular vision Se A 


has yet been put up to re- 2 
place that of the prince. 
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BOOKS AND ARTS . 


Ivor Smith, one of the architects responsible 
for the enormous housing development at 
Park Hill in Sheffield—the development 
that brought "deck access" into the lan- 
guage of architecture—pointed out that the 
World Health Organisation was saying that 
new cities were needed all over the world. 
But what should those cities be like? Not like 
those the prince wanted, at any rate, said Mr 
Smith; his book was about " 

things". What would he replace it with? 
asked Mr Krier. Mr Smith did not know. | 

In a sense, however, the views of tradi- 
tionalists and modernists are beginning to 
merge. Architects like Mr Smith have long — 
been building on principles of “sociability”: 
there are patterns of social behaviour, and 
architecture should follow them. But this is 
also a view that goes back to the Greeks, and 
it may yet become grounds for agreement 
between the warring schools. 

The day before the v&A debate, Rich- 
ard Rogers—one of the architects of the 
Pompidou Centre in Paris—gave a s 
to the Royal Society in which he appealed 
for more awareness of public open spaces in 
architectural designs. Cities, he said, were 
places where people were social rather than 
solitary; they went there to meet, and they 
wanted fine places to do so. France and Italy 
had always understood this, and the ancient 
idea had come through into the modern ar- 
chitecture. Britain still lagged behind, with 
not much more than Covent Garden to its 
credit. Why was Sloane Square a traffic 
roundabout, when it could be a splendid pi- 
атта? 

Having argued so much, the two sides 
are now showing a preference for action; 
and perhaps in occasional harmony, rather 
than apart. On November 4th came the an- 
nouncement that Prince Charles is setting 
up a summer school in civil architecture, 
organised by the University of Essex and 
held jointly next year at Magdalen College, 
Oxford, and the British School in Rome. 
The director of studies will be Jules Lub- 
bock, the architecture critic of the New 
Statesman; teachers and lecturers include | 
Sir Harold Acton, now 85, a cele- 
brated aesthete and connoisseur 
of Florentine painting; David 
Watkin, author among much else 
of “Morality and Architecture”, | 
and Laurens van der Post, a i 
traveller and scholar of A | 
But modernists, post-modernists 
and lovers of high-technology are — 
among the teachers too. This will _ 
be a school based not on classi- < 

cism, but on the principle that 

' buildings "can be designed to sat- 
isfy the most up-to-date modern 
requirements and to re 


pu i 


: 
he 





. ل‎ spect the buildings around 
е them.” Who knows where 
ad it may lead? 
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PORTUGUESE 
ASSISTANT 
PROGRAMME 
ORGANISER 


gag 


WORLD 
SERVICE 


We are an equal 
opportunities employer 





















„production planning. 


To be responsible for and take charge of a range of 
editorial and managerial tasks as delegated by the 
Programme Organiser and to deputise as required. You 
will assist in the planning, monitoring and editorial 
control of the Portuguese Section ourput for Africa and 
Europe. You will also be required to assist the Programme 
Organiser with the selection, training and supervision of 
staff and casual reliefs, and liaise daily with World Service 
English departments on Portuguese-speaking African 
news, current affairs and cultural matters. 

Sound political and editorial judgement is essential. 
Considerable experience as a radio journalist, extensive 
knowledge of British current affairs and ability to lead and 
motivate a multi-ethnic ream of broadcasters (African 
and European) producing a wide range of programmes to 
different target areas (i.e. Angola, Mozambique, 
Portugal, South Africa) also needed. Good knowledge 
required of Portuguese and at least two of the target areas. 

Salary according to qualifications and experience 
on a fixed-term contract. 

Please phone or write for an application form 
(quote ref: 3962/EC) on 01-257 2948 or to the 
Recruitment Office, 111 NE, Bush House, Strand, 
London WC2B 4PH, England. 

















Management Consultants 
Epsom 


In response to increasing demand we need to recruit staff with practical 
experience in the following areas: 


Industrial Economics 


With proven skills in strategic planning and project appraisal. 


Computer Modelling 


With a track record of modelling in a business environment. 


Manufacturing Operations 


With experience of distribution, warehousing, stock control and 


Applicants should possess a degree and have 5-10 years relevant 
experience in industry or the public sector. A second European language 
and willingness to travel are essential. 

We offer varied assignments with public and private sector clients in 
the UK and overseas, and an excellent salary and benefits package. 
Please write giving full career and salary details and quoting 
reference number RFC/1 to: Mrs F. Tapson, Senior Personnel Officer, 
WS Atkins, Woodcote Grove, Ashley Road, Epsom, Surrey KT18 5BW. 






APPOINTMENTS 





University of Aberdeen 


Faculty of Economic and 
Social Sciences 


Department of Economics 


SENIOR LECTURER/LECTURER 
IN ECONOMICS 


Applications are sought from econo- 
mists with interests in management 
Studies following the introduction of a 
part-time MBA and plans for enrich- 
ment courses in management for un- 
dergraduates. Opportunities exist also 
for teaching on economics degree 
courses and to undertake research. 


Expertise in one or more of operations 
research, business forecasting, small 
business management, oil industry 
management, and leisure and tourism 
would be particularly valuable as would 
industrial experience. However, appli- 
cants with other interests are enc 
aged to apply. 

The appointment is for an initial perioa 
of five years, at either Lecturer or 
Senior Lecturer level. Salary in range 
£10,458-£20,469 ог range £21,489- 
£24,285 per annum according to quali- 
fications and experience. 


Further particulars and application 
forms from the Personnel Office, The 
University, Regent Walk, Aberdeen 
AB9 1FX (telephone 0224 273500), to 
whom applications (two copies) should 
be returned by 1 December 1989 quot- 
ing reference number JA/071. 









SENIOR 
ECONOMIST 


Golgate University seeks to fill the 
W. Bradford Wiley Distinguished Chair 
in Economics. Field: 
Trade/Development. 


For further information contact Robert 
Freedman 01-602 1382 or Profes: 
Don Waldman, апте. of Ei 
имез, Hamilton, New York 13340, 






International 
















THE URBAN INSTITUTE 


INSURANCE/HEALTH 
FINANCING 


SPECIALIST 
INTERNATIONAL 


Nonprofit research organisation seeks 
senior researcher to co-ordinate all insur- 
ance-related work on international health 
care project. Will provide technical assis- 
tance, design, conduct and present ana- 
lyses and research on health insurance and 
financing issues for governments in less 
developed. countries. Frequent travel. 
PhD in Econ or MBA with experience in 
public.or private health insurance ia US 
and preferably less developed countries. 
Salary commensurate with qualifications 
and experience; excellent benefits. 


Send résume, cover letter with names 
of three т , salary require- 
ient to The Urban Institute, Person- 
nel Office—HES, 2100 M St, NW, Wash- 
ington, ЮС 20037, EOE МАЪН. 
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The University of Manchester 
Appointment of 
.. Vice-Chancellor 


SU T* Vice- Chancellorship of the University will 









become vacant on October Ist 1990. 


The Council of the University has established a 

Committee to recommend an appointment to the post. 
The Committee invites applications or enquiries 
from persons wishing to be considered for the Vice- 
Chancellorship. 
Further details may be obtained by writing to the 
Chairman of Council, c/o The Registrar's Office, 
The University of Manchester, Oxford Road, 
. Manchester, MI3 9PL. 


d The University is an Equal Opportunities Employer. 























ECONOMIST/NIGER 


The Cornell Food and Nutrition Policy Program (CFNPP) is seeking 
qualified candidates for a two-year assignment in Niger fo provide 
assistance to government ministries in assessing the quantitative impact 
of the effects of policies ا‎ by the Government on the Nigerian 
economy. Such assistance will include: 
1. support for on-going onalysis, 
2. analysis of the macroeconomic impacts of economic adjustments 
recently undertaken, 
3. consolidation and review of existing data and design and 
е уенын of surveys for the collection of additional data. 
ditional activities will include appropriate dissemination of 
information and results. A posting in Washington, DC of twelve 
months will follow the initial posting in Niger. 


А PhD in economics, agricultural economics or a related field, 
experience in food апа nutrition policy issues, and demonstrated 
research ability are required. French-speaking ability, African experi- 
ence, and managerial skills are strongly preferred. CFNPP. offers an 
attractive remuneration package including post, education, and housing 
allowances. 

Send letter of application, CV, and references to David E. Sahn, 
"ариу Director, Cornell Food and Nutrition Policy lake рүү 1400 

Street, NW, Suite 420, Washington, DC 20036 (EQE/AA). 





SENIOR RESEARCH ASSOCIATE/ 
ECONOMIST 


The Cornell Food and Nutrition Policy Program (CFNPP) is seeking 
quolified candidates for the position of Senior Research Associate/ 
‘Economist to plan ond implement research on the effects of macroeco- 
nomic policies on household living standards and food security in 
Africa. The position will involve oversight and coordination of country 
casestudies as well as cross-country integrative research activities. 
Extensive interaction with host country officials and donor agency 
representatives will be required. Oversight of primary data collection 
efforts and project field offices may be necessary. 


‘A PhD in agricultural economics, economics, or a related. field, 
experience in food and nutrition policy issues, and demonstrated 
research ability are required. African experience and managerial skills 
are strongly preferred. The position will be located in Washington, DC. 
The successful applicant will join a team of more than 15 PhDs 
conducting research on food policy issues throughout the world. 


Send letter of application, CV, and references to David E. Sahn, 


Deputy Director, Cornell Food and Nutrition Policy Program, 1400 
16th Street, NW, Suite 420, Washington, DC 20036 (EOE/AA). 
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WRITING/RESEARCH | 
Trade Policy Advisers 


Small, but growing, company requir 
researcher. RES 
MGK supplies advice and analysis on trad 
market access questions to public aut 
associations and companies in three continents 
will include: HE 
— general technical input into company work; __ 
— analysis on trade issues of science-related matte! 
— working alongside lawyers on specific tra 
problems; 
— direct contact with governments and private 
clients. 


Experience in business or government, knowledge of 
trade policy, and fluency in one or more EC languages, 
in addition to English and a scientific background, will 
be advantageous. 

Salary competitive, according to qualifications and 
experience. Write in confidence with full details to: 

E. Ivan Kingston 
Malmgren Golt Kingston & Co Ltd 
12/16 Watling Street, London EC4M 98B 





School of Management | 


APPLICATIONS ARE INVITED FOR TUTORS FOR 
RESIDENTIAL SCHOOLS TO BE HELD FROM FEBRUARY 
TO MAY 1990. 


The School of Management of the Open University is now the largest 
provider of management education in the United Kingdom. 1t 
currently offers a range of courses at two levels, leading to the award 
of a Professional Diploma or to a Masters Degree in Business 
Administration (MBA). In 1990 a third level will be introduced, a 
Certificate in Management. ; 
By 1990 seven of the eleven Diploma Courses will have residential 
schools as an essential component of the course. The vast majority of 
the schools are held over the weekend period. The residential schaals 
offer the opportunity to practise intensively group interaction and 
dynamics, and role plays, in order to reinforce the written and audio 
visual materials that the students will have been studying. 
The Diploma courses with residential schools cover the following 
general areas of management; interpersonal skills such as selection, 
interviewing and negotiating skills, managing people, marketing, the 
competitive environment, managing change and design. 
We are looking for residential tutors from industry, education or the 
ublic sector, with an appropriate level of education and experience. 
in the management areas covered by the courses. 
To obtain the application package for the weekend schools, send vour 
name and address on a postcard to: Residential School Tutors Office 
(SMT!3), Open University, PO. Вох 82, MK? 6AU. 
You will also be invited to apply at a later stage to tutor on the week 
long summer schools on the MBA programme. 


Equal Opportunity is University Policy. 
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APPOINTMENTS 


NUFFIELD COLLEGE OXFORD OX1 1NF 


Postgraduate Studentships 
in the Social Sciences 


Open to men or women graduates for research or postgraduate study in economics, statistics, politics, sociology 
{including some aspects of social psychology), recent economic, social or political history, industrial relations, 
management studies, public and social administration, international relations, or any aspect of social studies 
(such as, for instance, Commonwealth history or the study of Western Europe or of the Third World) which falls 
broadly within these fields. The College normally takes some 25 new postgraduate Students a year. 

The College also offers a small number of Nuffield Funded Studentships, open to both UK and overseas students, 
to cover fees and maintenance. 


Particulars and application form from the Admissions Secretary. 


Distribution 
Sales Economists 


£17K — £29K 


National Power is the larger of the CEGB's successor generating 
companies and will be one of Britain's foremost energy producing 
companies. The distribution sales branch within the Sales and Marketing 
Department will be responsible for negotiating and administering the 
contractual arrangements with distributors which will be put in place when 
the new companies are formed. In preparation for this we are looking to 
create a small team of highly motivated economists and business analysts 
who will contribute to the formulation and negotiation of National 
Power's contracts. The posts will initially be based in London. 


PRICING ECONOMISTS 


Asa Pricing Economist, you will be involved in the development of 
National Power's pricing policies and their application through contracts. 
This work will require an appreciation of the regulatory framework within 
which our customers will operate and the forecasting of distributors' future 
capacity requirements. 


CONTRACT ANALYSTS 


Asa Contracts Analyst you will assess through theuse of business 
modelling techniques the revenue earning capability of specific contract 
strategies, analyse the company's exposure to risk and advise on the 
viability of new investments from a market orientated perspective. 

Both posts require good degrees in economics, statistics, business 
studies or a related subject. A postgraduate qualification, such as an MBA 
would be an added bonus. Experience of a commercial environment in a 
large private or publicsector organisation is desirable. All candidates must 
be capable of demonstrating a high degree of numeracy and possess good 
communication skilis. 

if you meet the above criteria, please send your c.v. to Recruitment 
Section, Personnel Department, National Power, CEGB, Sudbury House, 

15 Newgate Street, London EC1A 7AU to arrive no later than 27 November 
1989. Please quote reference 314/89/AO/TE. 





Asan equal opportunities 
employer we welcome applications 
from men and women, including 
ethnic minorities and the disabled. 
NOAGENCIES PLEASE 


National Power 


Currently a Division of the CEGB 
THE HEART OF THE COUNTRY 
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University of Bristol 
School for Advanced Urban Studies 


RESEARCH ASSOCIATE/ 
RESEARCH ASSISTANT 


To work on the development of a simu- 
lation model for the analysis of UK 
health care policy and on other quanti- 
tative policy research. 


Applicants should have quantitative 
and computing skills and be keen to 
use these in the analysis of public 
policy. Knowledge of the health care 
sector would be useful but not essen- 
tial, as would a background in econom- 
ics or statistics. 


The appointment is for. 18 months, 
beginning in early 1990, and will be-on 
either Research 1B or 1A salary scales 
(ie, £9,816 to £12,381 ог £10,458- 
£16,665) starting salary to depend on 
age, qualifications etc. og 


, Theclosing date is 27 November 


For.: further details telephone. Bristol 
303136 (ansaphone after 5pm) or write 
tothe | Office, Senate House, 
Bristol BS3 1TH. Please quote refer- 
ence A840. 


An Equal Opportunities Employer. 








APPOINTMENTS 
WANTED 


ECONOMIST -. ECONOMETRICIAN, 
32, European postgraduate in develop- 
ment economics, multilingual, experi- 
ence with àcademic/international or- 
ganisations in Europe/Africa, All replies 
acknowledged. Box 3676, The Econo- 
mist Newspaper Ltd, 25 St James's 
Street, London SW1A 1HG. 








RELOCATING TO LONDON 


MA rom Johns Hopkins University in internation. 
T 








spoken; well-trvelled, Background in mark...» 
research, PR, win te a Pienso contati NG 


, FL 33444 USA. Leave message 













ENTREPRENEURIAL SPIRIT 


with writing/business/environmental back- 

“ground, problem-solver, seeks employer with 
"vision" to seg how my experience can assist 
his business. Researching my specialty. Flex- 
ible, team player, organised, self-starter. 

French, German. Relocation desired. 

Elaine Kokoska, 126 Woods End Road, Fair- 

field, CT.06430, USA, Tel: (203) 259-2757. 













Professional personal 
z assistant, mid 30s, 
organised, efficient, used to 
running all interests from 
business to personal, seeks 
| new employment. 
.— Fax 01-937 0975 













` APPOINTMENTS 


The Open University 

School of Management 
LECTURESHIP/SENIOR 
LECTURESHIP IN MANAGEMENT 
The Open University's School of Man- 





We ек a well motivated and 
“highly qualified individual to join the 
‚ Central Creative Team of existing aca- 
` demics in the development of an inno- 
-vative distance taught MBA. 

















“We are offering one post from the 
following separate areas: Finance/Ac- | 








"Grade A: £10,458-£15,372 
Grade B: £16,014-£20,469 
Senior Lecturer: £21 ,489-£24,285. 
Applicants with experience in manage- 
‘ment development in in- 
‘dustry or education should contact Mrs 
Maureen Leighton (5607/3), School of 
nagement, The Open University, 
“Walton Hall, Milton Keynes MK7 6AA, 
or telephone Milton Keynes (0908) 
274066. 


А Closing date for applications: 24 
. Equal Opportunity is University Policy. 
CONFERENCE 

















| The next 
EUROCONSUM 
: conference will be held at 
"^^ European Commis- 
offices in Brussels 
"budding Borchette) on 
: November 28. It will cover 
short and medium term 
prospects for private con- 
‘sumption in several Euro- 
-| pean countries along with 
< | an assessment of transna- 
` f tional. spending. . styles. 
| The participation fee is 
.200 ecus (415 DM) per 
. | person. 

| Further details can be 
obtained from the Ifo- | 
Institute, . Postfach 
860460, D-8000 Munich 
86, West Germany; fax 
010 49 89 98 53 69. 
Contact either Diana 
Brand (tel 010 49 89 
9224 426) or Gernot 
Nerb (tel 010 49 89 
224 222). 


















| © are invited for faculty members at all levels in the areas of 
ж Accounting 
ж Management Science and Operations» Production 


























BILKENT UNIVERSITY FACULTY OF ECONOMICS 
AND ADMINISTRATIVE SCIENCES 


FACULTY POSITIONS 


Bilkent University is a rapidly expanding private, officially recognised, non-profi 
English medium University with Faculties of Economics and Administrative Sciences, 
Fine Arts, Engineering and Sciences, Letters, Music and Performing Arts. It occupies an 
attractive, custom-built campus on the outskirts of Ankara, Turkey. Rent-free furnished | 
apartments are provided. Undergraduate and graduate programs are currently run 
with many of the faculty having their PhDs from institutions such as Harvard, UC 
Berkeley, Duke, Johns Hopkins, Northwestern, Sorbonne, and Stanford. Applications 







* Marketing 
and Operations. 
Research Management 
ж Computer Programming and Information* Statistics 
: Systems ж Econometrics 


* Microeconomic Theory * Macroeconomic Theory 
beginning Fall, 1990. Applicants are expected to have a PhD and a strong commitment 
to both research and teaching. Applicants should send a CV. The names, addresses and 
telephone numbers of three academic referees should be included with each 
application. 

CONTACT 
Professor Sübidey Togan, Bilkent University Faculty of Economics and Administrative. 
Science, PO Box 8, 06572 Maltepe, Ankara, Turkey. Telephone: (90) 4 266 41 37. Fax: 
(90) 4 266 41 27. 











Senior Analyst/Analyst 


Central London 





£16,500 to £24,750 -- Performance Related Pay 








The Civil Aviation Authority is strategy. An ability to interpret 


responsible for the economic, techni- 
cal and operational regulation of the 
British air transport industry and for 
the provision of comprehensive air 
navigation services. 


An opportunity now exists in our 
Economic Regulation Group where the 
successful candidate will advise the 
Board of the Authority on the financial 
position, performance and prospects of 
licensed airlines with particular regard 
to the major UK airlines and groups. 


A.good honours. degree in 
economics, or related discipline, 
together with somé experience of 
economic analysis is desirable as is an 
understanding of finance and corporate 


information accurately is essential. 
Some knowledge of airline operations 
would be an advantage. 

Starting salary will be according 
to qualifications and experience. 
Benefits include a cost of living index 
linked contributory pension scheme, 
generous annual leave entitlements, 
interest free season ticket loan and 
Luncheon Vouchers. Assistance 
towards relocation may be considered 
where appropriate. 

Please apply in writing enclosing 
a current CV to Miss N. E. Sandiord, 
Personnel Support Services, Civil 
Aviation Authority, Room T1204, 
CAA House, 45-59 Kingsway, London 
WC2B 6TE. 
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APPOINTMENTS 








THE MACAULAY LAND USE 
RESEARCH INSTITUTE—ABERDEEN 


LAND USE/ 
ENVIRONMENTAL 
ECONOMIST 


The Macaulay Institute wishes to extend its economics research by 
appointing a land use/environmental economist. The post will be 
within. the Land.Use Economics. Unit, jointly established with the 
‘School of Agriculture, Aberdeen. 

The: appointee. will provide an economic input into the Institute’s 
expanding programme of research and commercial consultancy which 
deals with the impact of policy on land use and the countryside. Of 
particular importance will be the effect of policy changes on conserva- 
tion and environmental objectives in land use. 

The person to be appointed should ideally have a degree in economics/ 
agricultural economics or related discipline, but consideration will be 
given to candidates with a scientific background followed by suitable 
academic experience. There will be opportunity to register for a 
higher degree. 

Salary range, £8,574-£13, 460 with non-contributory pension scheme. 
MLURI is an Equal Opportunites Employer. 

Further particulars of, and forms of application for the post 
may be obtained from The Secretary, The Macaulay Land 
. Use Research Institute, Craigiebuckler, Aberdeen AB9 2QJ, 
. to whom they should be returned by 4 December 1989. 
Please quote Ref MA18/89. 


KT] LOUGHBOROUGH UNIVERSITY 
‘<j OF TECHNOLOGY 






Ў 





DEPARTMENT OF MANAGEMENT STUDIES 


Applications are invited for two establishment posts in a 
large multi-disciplinary department. Preference will be 
given to applicants with proven teaching and research 
ability and with a strong interest to develop their research. 
Relevant practical experience and an ability to contribute 
to the Department's post-experience management pro- 
grammes is desirable. epe 


LECTURER IN ORGANISATION 
BEHAVIOUR [ 


Ref 89/62 MS 
Applicants should have interests in human and organis: 
tional behaviour, industrial relations. or personne: 
management. 


LECTURER IN QUANTITATIVE METHODS 
Ref 89/63 MS 
Applicants should have interests in the related fields of 
information technology, systems and/or operational 
research. ; 
























































The appointments, which will be made as soon as possible, 
will be at either Lecturer Grade A £10,458-£15,372 per. 
annum or Lecturer Grade B £16,014-£20,469 per annum. 


Requests for further particulars and application forms to. ` 
the Personnel Office, 0509 222173, quoting the appropri- 
ate reference. For informal discussion candidates may 
telephone Professor D. A. Buchanan, 0509 223114 (OB 
post), or Professor G. Gregory, 0509 223100 (OM post). 


Loughborough LE113TU Leicestershire 






| A British Non-Governmental Organisation — de- 
signing, funding and managing integrated rural 


“development programmes in Third World com- 
munities — seeks a 


DIRECTOR 
Bangladesh 


| This challenging position offers a chance to set up 





















SEMINAR 























INDUSTRIAL BUILDING LAND— 














and manage sustainable long-term programmes LNU ы 

in areas of acute need in Bangladesh. 65p PER SQUARE FOOT 
You will have already demonstrated leadership, 
communication skills and extensive experience in LOCAL TAX FREE FOR 
management of rural development projects. You UP TO THREE YEARS 
will be capable of managing a team of national BORROWINGS FROM 696 


staff to carry through significant development, 
monitoring and evaluation initiatives in all sectors X How to operate а British Company in P Re рыбы Ма 
including education, health, agriculture, savings ac aa То шр, a 
and credit. The ability to communicate at the | inn 
- highest level with the host government and fund- A FRENCH WORKSHOP— 
ing agencies is essential. YOUR EXPANSION INTO EUROPE 
Sslary from £16,500 to £17,500 plus cost of living THURSDAY, 23 NOVEMBER, 1989 
_ allowance. BRISTOL EXHIBITION CENTRE 
. Please apply with full CV to Janet Phillips, Tudela ue to EMA : 
.. Director of Personnel, ActionAid, Tapstone Price: $65 + VAT ine Lunch 
` Road, Chard, Somerset TA20 2AB by Friday се: 509 T: VAL MIC Lun 


; 24 November For farther information, please contact: ERIC 


* Why expand into Normandy? 
* How to operate.a British Company in France. 







































(European Research for Industry & Commerce Ltd) 








Telephone: 0373 830. Fax: 0373 830621. 
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` APPOINTMENTS 


AND RURAL DEVELOPMENT 


Agrisystems is an international group specialising in management and consultancy 
in the agricultural and rural development sector. j 


las been shortlisted for a major smallholder project in Zanzibar. The 
5 seeking personnel for the following posts (3.5-4 year contracts): 


Co-ordinator, experienced Project Manager with experience of moni- 
j evaluation. 
- Extension Specialist, experience of the T and V system required and extension 
^c organisation. 
Uo Extension Training Specialist, experience of organising training programmes 
"dor rural women required and a relevant postgraduate qualification. 
i Adaptive Research Specialist, Agronomist required with a postgraduate qualifi- 
cation (preferably PhD) and experience of farm trials and root crops. 











The following short term personnel will also be required for the same project: 
Credit Specialist, Accounting Specialist and Group Promotion Specialist. 
Applications are requested from men and women with at least five years overseas 
experience and appropriate ‘qualifications. A comprehensive curriculum vitae 
should be sent toi |... E 
3 -Agrisystems (Overseas) Ltd, Star House, Oxford Road, Stone, 
Buckinghamshire HP17 SPL, UK. Fax: 0296 747075. 













BACHELOR, MASTER, DOCTORATE ` 


EARN A DEGREE. Use your past experience 


MBA & GMAT 










fs or on-campus tenance. Suds Pu ADVICE CENTRE 
"asi eee coe Cain. | For choosing an MBA course we supply 


rankings & guide books. To help with 
GMAT we seli the Official Guide, practice 
papers and a course on Dec 9th. 


For immediate attention contact 
PasTest UK, Tel: 0565-55226 
Fax: 0565-50264 


KIEL INSTITUTE 
OF WORLD ECONOMICS 


. Advanced Studies in International 
Economic Policy Research 


August 1, 1990-May 31, 1991 


Outline: 

€ compact, up-to-date information on the most important areas of 
international economic relations through concentrated courses given 
yy internationally renowned university professors and through semi- 
‘ars given by leading representatives of international organisations, 
domestic policy institutions and international corporations; 

€ profound training of skills pertinent to international economic 
analysis, methods of empirical research, sophisticated information- 
gathering, the evaluation of economic policies and international 
business strategies; 

€ designed for economists holding a university degree who are 
interested in a career in international business, governmental and 
intergovernmental organisations, academic institutions etc. 


































Courses: 
Macroeconomics in Open Economies 
Charles Wyplosz (INSEAD) 
The International Monetary System 
Jeffrey Frankel (Berkeley) 
International Financial Markets 
Richard Levich (New York) and Ingo Walter (New York) 
International Trade: Theory and Policy 
Elhanan Helpman (Tel Aviv) 
Trade and Development Strategies for LDCs 
James Riedel (Washington) 
European Economic integration 
Michael Emerson (Brussels) and Niels Thygesen (Copenhagen) 
Methods of Applied Economic Analysis 
Gerd Hansen (Kiel) 
Political Economics in Open Economies 
Stephen Magee (Texas) 
International Corporate Finance 
Gunter Dufey (Michigan) 
























For detailed information write to: 
institute of World Economics’ Advanced Studies 
Düsternbrooker Weg 120 - D-2300 Kiel 1- Germany 
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‘Christopher Knee, Africa Division 


Fax: (0225) 462891 













RURAL DEVELOPM 
POSITIONS IN АН 


Applications are invited from suitably qualified £ 
Personnel with rural development experience, parti 
in Africa, for long and short term assignments commenc! 
in 1990 in the following disciplines: 


Rural Development Economics 
Land Use Evaluation and Planning 
Natural Resources Appraisal and Evaluation 
Natural Resources Development Planning 
Arid and Semi Arid Zone Agronomy 
Rangeland and Pasture Management 
Livestock Husbandry 

Veterinary and Epidemiological Studies ; 
Establishment and Management of Agricultura 
and Veterinary Laboratories 
Water Resources Development 
Hydrology and Hydraulic Engineering 
Environmental Impact Assessment 
Institutional Development, Organisation. and 
Management us 
Monitoring and Evaluation. including Statistica 
and Computer Applications 
Please forward all applications with current CV and i 
of lang capabilities, to our Middle East regional | 
addressed to, The Manager, К. Woodroofe & Associates 
PO Box 2101, SEEB Airport, Muscat, Sultanate of On 
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Rural Development 
Managers 
— Spanish Speaking — 
LANDELL MILLS ASSOCIATES IS 

INVOLVED IN THE MANAGEMENT OF 
RURAL DEVELOPMENT PROJECTS: 
THROUGHOUT THE WORLD 

The following vacancies exist: 

1) An experienced manager, Spanish speaking, who has 
previously been responsible for supervising technical assis 
tance teams financed by international aid agencies. Espere 
ence on more than one continent would be an advantage 


Terms are highly attractive, reflecting the seniority of thi 
post. 

























Non Spanish-speakers witha similar profile may also apply 
as we anticipate other vacancies arising in 1990. 

2) Rural Credit specialist with experience of implem 
tion of programmes to farmers and small businesses. This. 
position is in W. Africa where French would be an 
advantage. 














Please send detailed CV to: 


Landell Mills Associates 
Columbus House 
Trossachs Drive MS 
Bath BA2 6RR Land 
Tel: (0225) 462891 М ы 
Tix: 444670 LANMIL С $ ЕЕ 
















pere eeu OTT ES 


UNIVERSITY DEGREE - 


For Life, Academic & Work Experience 

Degrees for people who want to be more effective and 

secure in their Jobs or Professions. 

tam a BACHELOR'S MASTER'S or DOCTORATE Degree by 

Nen darin lite and work experience. College equivalent credits are 
тему, Company training, industrial courses, 

. We accept college credits no 
matter when taken. No 


Fabi rds graeca y Done ERN 
industry. We will assist you in completing your degree requirements 
without formal classes or seminars at your own pace and time. 


Send detailed résumé on work lite and academic experience for a no 
Cost evaluation. 


PACIFIC WESTERN UNIVERSITY 


di 





Five opportunities for 

professional development 
in 1990 
1 Financial Restructuring 


January 18— February 9 
2 Enterprise Management 














MA А А e Е  — — —— sr m — a 











Ip س یی مس می‎ мании винена ی سی‎ данне анаа 


March 8—May 4 So ons: КИШИ ИШТЕЛЕТ 
3 Project Analysis сыы ol ا‎ simi a ene sea ian E Gas 





Мет mme: бвал jme адн зеенин time inim 


May 24—July 6 — 
4 Project Management The foreign language RESOURCE a T 77117 VT 
ds. July S. August 17 for professionals her ha ег / L E A RNING 
5 Master of Science in Management 2 j = 


August 20, 1990—July 25, 1991 


Arthur D. Little 
Management Education Institute Toll-Free 24 hou aay 7 Havsa- veelgi 
35K Acorn Park B 
Cambridge, Massachusetts 02140-2390 USA | 800-222- -5860 =хт ‘i 
Telephone 1617) 86S 1/0 | 50 languages: from Albanian to Hindi, ^ 
"Telefax (617) 864-5411 


Italian to Welsh (plus English for business). 
Artiur D Little 












USA TeleFAX: [. | UTD 29 Lexington Rd., 
010-1-508 CATALOG j Concord, 
371-2935 | CALL NOW! | 4 ' Mass 01742, USA. 










Privatization g CITY 


à . . BUSINESS SCHOOL 
and Economic Revival EE ee 
Privatization is taking place right across the world. 


`: Governments of all shades of political opinion are using EVENING MB A 


` privatization to re-invigorate state industries, state services; and 
Boost your career, without interrupting It. 
































` state-planned economies. 


The theme of the Fourth London Conference on Privatization 
will be ‘Privatization and Economic Revival’ and will be of value 
. to those from developing countries and non-market economies. 













The Evening MBA has been carefully designed to avoid the 
career interruptions associated with doing a full-time course. 


The progr amme is geared to the City's key areas of concern ~ 
finance, banking and international management — giving the 
student access to the widest pool of business knowledge and 
developing analytical and strategic thinking. 
Our students benefit from lectures by successful 
businessmen, and have the immediate opportunity to apply 
я learning in real life business situations. 

pplicants must have a good second class honours degree 


. e equivalent. Courses commence in February and 
The Fourth London September For further information, please contact Debra 


For further details contact: Durston, Assistant Admissions Officer, at the City University 
The Adam Smith Institute, CONF ERENCE Business School on 
23 Great Smith Street, 


London SWIP 3BL, UK. | 01-920 0111, ext. 2238 


e 01-222 4995. 


The conference will also be useful to those from industrialized 
nations with industries or services that are politically or 
economically difficult to privatize. 


Speakers include: a leading member of the UK government: 
representatives of major international companies involved in 

с worldwide privatization as well as speakers from some of the 
many countries. where 
privatization programmes 
саге under way. 
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. COURSES APPOINTMENTS 







































Taking the GMAT or GRE 
exams? 
We CAN help 
iT Wrteto: ^ 
TAC Associates 





arket/Econo 
Analyst 


BRITISH CIVIL URANIUM 
` PROCUREMENT ORGANISATION 


£21K+ Central London 


BCUPO is responsible for meeting the requirements for the supply of 
uranium to the UK civil nuclear power programme. This mandate is met 
through international market purchases and production from owned and 
managed resources involving a commercial commitment of several hundred 
million pounds. 

To help achieve our future strategic and commercial objectives, BCUPO 








u K FRENCH BY 
OTAL NATURAL IMMERS! 
` with French participants for 7 
intensive days in the DORDOGNE 
Chateau LA VALOUZE 


J. L. Lefevre CIEL.BP.180 
24490 LA ROCHE CHALAIS, France 








Tel: 53.91 44 28 currently based in Central London need a Market/Economic Analyst to make a 

maior contribution to our market intelligence and economic assessment 

: activities. This will include; collation and analysis of market data particularly 

=a with respect to supply, production of short to medium demand forecasts, 

LANSDOWNE market survey work, uranium price predictions and analysis of business 
College opportunities. 

ACCREDITED You should hold a degree level qualification in Economics, Business 

AMERICAN MBA Studies or a relevant numerate discipline such as Mineral Economics. You 

IN LONDON should be capable of effective communication both orally and in writing, with at 

[9] Small classes for participative, least 5 years’ experience in a policy development or commercial environment 

case-study teaching ideally gained in an-energy or minerals industry; Experience in the nuclear 


[e] International student body 
[e] Experienced business faculty 
` [ë] Full-time: 12 months starting 


industry, while desirable, is not essential. 
If you are interested in working for National Power and meet our criteria, 


in January 1990 please send your CV, to Recruitment Section, Personnel Department, National 
[$] Part-time: 18 months - 3 years Power, CEGB, Sudbury House, 15 Newgate Street, London EC1A FAU, to 
- fevenings) arrive nolater than 27 November 1989. Please quote reference 315/89/AO/TE. 


invenient central London As an equal opportunities employer we welcome applications from men and 


women, including ethnic minorities and the disabled. 
NO AGENCIES PLEASE. 


cation in Kensington 


Apply now for Prospectus for January start to: 
.. Admissions Department, 
3/5 Palace Gate, London W8 515. 


... TEL: 01-584 9696 


TEACH | pre Korean 


Amharic Norwegian 
YOURSELF us 


Portuguese 

















N 


Spanish 
Swahih 


Mational Power 


Currently a Division of the CEGB 


Swedish 
Tagalog 

Tha: 
Tswana 
Turkish 

Tw: 

ri Varmeta gig 1 7 
Indonesian Yiddish BUSINESS & PERSONAL 
PROVERS ааа згора 3 
‘CEO LEVELS ЖААДАЙ INVESTMENT IN MEXICO: Advice for “HENLEYS FORMULAS’. 10,000 OVERSEAS POSITIONS. Hundreds o 
RING US forming companies, joint ventures, tax — ideas. Research, workshop, chem, sc — fop-paying positions. All occupations 
Й ОЯ WRITE FOR YOUR planning, permanent address for doing entific methods, 800 page book A to Z. Free details. Overseas Empi л 
FREE business in Mexico. Grupo Cadmo, PO — 1096. disc libraries. Burke Assoc, Services, Dept EC, PO Box 460, Town 
& CATALOGUE Box 5-127, Mexico City. Fax 905 545- Books, Box 248, Manchester, MA, USA — of Mt Royal, Quebec, Canada Hae 
POELE 7-48. . 01944. Other books located. 3C7. 


ecto ipe 
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BUSINESS & PERSONAL 








WILLETT HOTEL 


32 Sloane Gardens 
London SW1W 8DJ 
Tel: 01-824 8415 
Fax: 01-824 8415 
Telex: 926878 
Small character town house off Sloane 
Square. All modern facilities. Full English 
breakfast inclusive of very modest rates. 


A LINBAR EXCLUSIVE HOTEL 









ala Heoaz. 
Sarah Hodge Recruitment Consultants 


Need a Top Secretary? 


Call (01)434-0030 
E 5-217 Oxford St London W1R 1AH 


Debrett 


May we trace your ancestors? 
‘Debret have traced the ancestry of thou- 
ваг of families fram commoners to 
ings, worldwide. Send known details for 
ree feasibility advice and leaflet to: 
Debrett Ancestry Research Ltd, Dept EN, 

PO Box 7, Alresford, 

Hampshire SO24 9EN, England 
Tel: (0962) 732676 


















































CONSULT 
PROJECT 
SEARCH 



















development i 
Newly i industrialised countries. Send now for full 
information to Consult Project Search, 110 Inder- 
wick Road, London МВ 9JY, UK. 











DIPLOMAT 
HOTEL 
2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X 8DT 


Tel: 01-235 1544 
Telex: 926679 DIPLM TG 


ZURICH-ZURICH-ZURICH 
us BAHNHOFSTRASSE 52 
YOUR OFFICE AWAY FROM HOME 

(€ Office/Secretarial Services 

€ Company/Fiduciary Formations 
| @ international L/C Docs/Invoices 
Ф How to do business infor from 
Switzerland. 


Business Services Consult Corp 
Bahnhofstrasse 52, CH-8022 Zurich 
Tel: 01/211 92 07 
.Fax:(1)2111922 Telex: 813 062 BSIC 










Fax: 235 1544 

In exclusive Belgravia within walking 
distance of Harrods. Provides unsur- 
passed opportunity for super accom- 
modation and full English breakfast at 
exceptional value. 

Single bedroom from £49.95 + VAT 

Double/Twin from £74.95 + VAT 
A LINBAR EXCLUSIVE HOTEL 









US IMMIGRATION 
















HOW TO LEGALLY OBTAIN A 
SECOND FOREIGN PASSPORT 


A SECOND PASSPORT OFFERS 
MORE FREEDOM, GREATER SECURI- 
TY, INVESTMENT OPPORTUNITIES 
AND CAN HELP TO SAVE TAXES 






TTORNEY/PhD ECONOMIST. 


ontact: Edward P. Gallagher, Attor- 
| ney-at-Law, PO Box 70302, Wash- 
ngton, DC 20088 USA. Tel: (301) 
:299-7269. Fax: (301) 983-3439. 

















ily, qui and ORA cheaply (if not 

easily, en 
free). countries examined in detail. 
тео uk guarantee if not completely 
£60 (059100) + delivery. Airmail £12 
I ) extra or surlace leo. Or details 
: Scope Books Ltd, Box No 118, 62 
Murray Road, Horndean, Hants PO8 9JL, 
or fax 


Credit card orders phone 
а: (0705) 592255. Ғах: 


0705) 59197 






OFFSHORE 
COMPANIES 


BRITISH VIRGIN 
ISLANDS 


GIBRALTAR 
| GUERNSEY 


HONG KONG 
IRELAND NON-RES 
SLE OF MAN 











JERSEY 
"LIBERIA 
PANAMA 
FULL NOMINEE, MANAGEMENT, 
ACCOUNTING AND ADMIN 
SERVICES AVAILABLE 
FOR AN EXPLANATORY $i 
DISCUSSION AND BROCHURE CALL 
COLIN FOSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD. 
COMPANIES HOUSE 
TOWER STREET 
RAMSEY 
c5 ISLE OF MAN 
- TEL: 1 800 2834444 (TOLL FREE IF 
„`. PHONING FROM USA). 


TEL: 0800 269900 (TOLL FREE 
0624 819544. TELEX 62498. 
FAX 0624 815548 







assured. А 
Lévesque, 


4/879-3652 









most countries including offshore. 


SLB. 





IMMIGRATION—CANADA 


One of Canada's largest investment houses offers bank or first moi 
guaranteed investments n the Investor-Immigrant Program. TAS 


We are leaders in the field of Investor-Immigration in Canado. Confidentiality is 


C/O Mr Louis Leblanc WERE M bead Coud Hi d 
Telephone 514/879-5576 


WIDEN YOUR MARKET 


We can represent you in London and provide comprehensive administrative 
services + basic research. Associates in EEC, USA and Hong Kong 
provide similar services. We also incorporate and administer companies in 


Contact: McHattons (Chartered Secretaries), 48 Grafton Way, London W1P 
Telephone (1) 387 2838. Fax: (1) 388 4932. Telex: 29730 DX 3106. 






LONDON 
South Kensington 


Luxury fully furnished one and two bed 
flats in quiet cul-de-sac off Queens Gate. 
Resident manager, direct dial telephones, 
video security and colour TV. Weekly 
rates from £266 to £560 plus VAT. 


FULL DETAILS: TEL 01-225 0184. FAX 
01-225 0280. TELEX 893095. 


S Sooner Ud 


EASTERN BLOCK 
COUNTRIES 


MINETEC FINANCIAL 
SERVICES CORPORATION 
1950 Park Piece, 666 Burrard Street 





> 


FORECASTING: I 
STAYING AHEAD 
і OF THE GAME і 


Currency Confidential is а weekty forecasting 

і service for dealers, corporate treasurers and 
business people. it shows how you and your 
company can benefit from currency fluctuations I 
and movements in interest rates. 


| Every week you will get ап overall survey of ай 

the major currencies—where they are and 
where they are heading: explicit foreign ex- 

I change and interest rate forecasts as well as | 
explicit hedging advice. 


Apply now fora frae sample сору to Room L, 
Eurostudy Publ Co, Ludgate House, 107 Fleet 
і Street, London EC4A 2АВ, England. 


Eurostudy Publishing Company is regulated 
by the Securities & Investment Board J 


RACEHORSE 
OWNERSHIP 


Once-only payment 


You've been to the races and although you 
may not have won a fortune you thorough- 
ly enjoyed the occasion, the ambience 


and the atmosphere. 


Now you can enhance the experience as 
part-owner of a fine racehorse from a well 
established stud with an excellent winning 
record. The pleasure, the involvement 
with the trainer and VIP treatment at the 
course, can all be guaranteed. 


For further details telephone: 0734 
845755 or Fax: 0734 844339. 





Fax 514/879-1015 

































ISRAEL, HAWAI & ROUND THE 
WORLD Cheap, reliable flights, holi- 
days. Clayhall Trav. 01-551 6365, ext7. 





WORLD OFFSHORE Cos Guide, £16 
(U8$37). 107 Westbourne Park Road, 
London W2. Bookhouse. 





KNIGHTSBRIDGE AND MARBLE 
ARCH. Luxury flats. Colour TV. Long/ 
short lets. £280 pw. Tel: 01-723 0700. 
Fax: 01-487 3636. 





2ND PASSPORT/DR LICENCES. Any 
country, various. reports оп how to 
obtain thern. INI, 26 Kleomenous, Ath- 
ens 10675, Greece. 





LARGE STUDIO FLAT. Bloomsbury/ 
Cov. Gdn. Must sell. Going abroad. 
Value £117,500. Asking £69,500. Tele- 
phone 01-240 5955 anytime. 


——— RICERCA 
SHIRTS FOR THE CONNOISSE 
Made to measure and hand cut fuu. 
fine fabrics: Details and free sample 
materials from Seymours Shirts, Free- 
post, Dept 29, Bradford BD1 1BR. 


MM MÀ iae, 
START an Import/Export Agency. No 
capital or risk. Immediate access to 
profits in world trade. FREE booklet. 
Westlink (C), 55 Constitution Street, 
Edinburgh EH6 7AY, Scotland. 








We are available for assignments 
in Liaison, Research ' 


WESTERN STATES 
ENTERPRISES 


KNIGHTSBRIDGE 
GREEN HOTEL 













































ECONOMIST 


For information about 
classified advertising 


contact 














Telephone: 01-839 7000 - 
: Fax: 01-839 4104 
Telex: 24344 ECON G 
or 









Fax:(212) 541 9378 
`. Telex: 148393 
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OUTPUT, DEMAND AND JOBS America’s retail sales perked up, rising 4.1% in the year to 
September; its unemployment rate remained steady at 5.3% in October. West Germany's jobless 
rate was also unchanged in October, at 7.8%; its industrial production climbed 3.3% in the 12 
months to September. In the year to August Italy’s industrial output increased by 2.1%, the same 
growth rate as July. Australia beat both European countries: its industrial production climbed 4.6% 
in the 12 months to July, up from just 0.396 the previous month. 
; "echange at annual rate 
industrial production GNP/GOP 







































































Holland * 88 +56 м. 
italy +102 
Јарап + 15 
Spain +44 l 
Sweden — — 7.1 Er 
fitzeriand -217 
[UT X 25 








"USA + 18 " 
{Value index deflated by CPI." " New series 
ПОНИНИН" — 7 — —————— — ——————— MÀ 
PRICES AND WAGES American workers had a 4.0% pay rise in the year to October, equivalent to 
a real pay cut of 1.0% after allowing for America's 5.096. consumer-price inflation. Canadian 
workers fared better: their 5.7% pay increase in the year to August still amounted to a real rise of 
0.5%. Dutch wages rose by 1.6% in the 12 months to September—equivalent to a real increase of 
just 0.396. Switzerland's consumer prices climbed 3.796 in the year to October. 















































% change at annual rate 
consumer prices* wholesale prices* 
3 mthst _1 уеаг 1 year 
Australia + 9.5 + 80 Aug +76 м _ 
Belgium + 3.9 + 3.6 оа +71 ш _ 
Canada +59 t* 52 sep +16 sep 
France — + 27 + 3.4 sep t 815 _ 
W. Germany __ + 05 * 33 o + 3.0 s 
Holland + 24 К + 1.3 se + 28 Aug NN 
Italy — 48 + 68 оа + 6.1 аш 
Чарап + 0.6 + 2.6 sep + 3.3 sep 
Spain +106 + 68 sp + 44 Aug 
Sweden +37 + 6.4 sep + 66 sep _ 
Switzerland + 27 + O37 ou Е __+ 89 sep 
: + $8 t 76 sep __+ 50 s "A: 
A +42 + 50 se ___ +45 se + 54 + 4.0 оа 








Hourly wage rates in manufacturing except Australia, weekly earnings; Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly 
earnings; UK, monthly earnings for ай employees. 


тинли аналаны  ———————___——_——- 
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COMMODITY PRICE INDEX 

| Tin prices, driven. down in 
— 77 recent weeks Dy overpro- 
duction, could fall below 18 ringgits a Ко by 
the end of the year—a décline Of ne 
40% since April Prices collapsed to 
ringgits a kilo after the Tin Council wert bu 
four years ago, but had climbed: back to 
ringgits by last April, thanks largely to export 
quotas imposed by the Association of 1) 
Producing Countries, which halved word 
stocks in two years. Prices started to fall 
again in August, when overproduction by 
Brazil and China (not members of the атре) 
triggered more selling. Now the market is 
nervously awaiting the settlement of claims 
against the Tin Council, which could release 
7,000 tonnes of tin held as collateral. 





A — —— 





1985-100 % change on 
Nov 7 1 







———— MÀ EE 











ا 
Mat __‏ 








Sterling index 
Ай items 


















Food 


industrials 





Speroz 975.25 38425 + 61 - 82 
Crude oil North Sea Brent 
Sperbarrel — — 1868 — 1894 +28 +8 





1 Provisional 13 Non-food agriculturals 












ш BUSINESS CONFIDENCE Businessmen in 
the.11 countries in the chart are turning 
gloomier about sales prospects. The decline 
in Britain has been especially sharp. Dun & 
Bradstreet's index of sales expectations 
shows that, worldwide, a net 55% of busi- 
nessmen expect higher sales in the fourth 
quarter of 1989, four percentage points 
down on the third quarter. The 21-point 
decline in Britain was three times greater 
than the next-largest declines, in America 
and Switzerland. American businessmen are 
more nervous about sales than at any time 
for four years, while Australian confidence 
fell for the fourth consecutive quarter. Else- 
where confidence remained steady. Shrug- 
ging off predictions of declining economic 
growth, sales expectations in France, West 
T Germany, Austria and Holland were all up. 











Footnotes applicable to all tables. Ali figures seasonally adjusted except * not seas. adj. t Average of latest 3 months compared with avg. of previous 3 mos, at annual rate. na по 
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ONOMIC AND FINANCIAL INDICATORS 
ee ee ы ыш сес 
m ASIAN STOCKMARKETS Investors who | WORLD BOURSES European bourses took a pasting: Frankfurt lost 2.6%, Paris 2.2%, Zurich 


put their savings into Taiwan's stockmarket | 3.5% and Amsterdam 2.5%. London, cheered by a steadier pound and hopes that interest rates 
in December 1987 have quadrupled their | would not rise again, climbed 1.7%. Wall Street fell 1.8% in cautious trading; Tokyo lost 0.8%. 








money. But the Taiwanese market, closed to | Stock price indices % Change on 
foreigners, is a risky home for cash. It almost Nov 7 ce INS es one one record 31/12/88 
halved in value after the October 1987 crash, high low week year high in local $ 


А currency terms 
soared to new heights by September 1988, | ——- — - —L31—À E A E 
















































































А Australia 1648.2 17818 14129 Foi + 55 FIO 4304 
fell by a third when the government an- | весит 62178 68053 ^ 55193 -— 02 + 158 Yn їй. 
nounced plans to tax capital gains, then | Canada 39233 40978 33508 4 01 +197 7163 +186 
almost doubled after these plans were re- France 5006 561.6 4179  - Шэр 12738  -109 4205 +167 
vised. It has made little headway during the | W.Germany 17837 20568 15987 — — 26 — * Mà —-217 +80 +39 
past six months. South Korea’s stockmark- | Holland 188.2 210.5 166.7 — 25 + 164 +135 _ + 92 — 
et—also largely closed to foreigners—was | Hongkong 27381 3309.6 2093.6 +05 + 58 E59. t 105. 
almost unaffected by the crash of October | "aly 649.0 7948 $775 — 18 + 101 HOL — 65 _ 
1987. On the half-day of trading following | Ја" s 32702 S 301922 ee $5 t En E x3 

: this Jours mini-crash South Korean share | south Africa — 25570 2838.0 190010 ~05 + 384 +309 +263{ 
prices rose. Malaysia's stockmarket rose | Spain 3016 dS ^ o0 — [15 F9 (19 7 4 
steadily in the year to October, but has since | Sweden 741349 46603 33339 4 02 4 275 3201 — 4148 
. lost 8%. Thailand has been the best market | Switzerland ^ 7232 829.1 EI — 35 +248 T198 ^ +138 

for the adventurous during 1989—up 52% | UK ^ ^ 21782 24260 17828 +17 — * 183 -109 +215 +60 _ 
USA 2597.1 2791.4 2144.6 eee 1.8 * 22.1 +19.8 | +198 








ppl T E En 
MONEY AND INTEREST RATES Short-term interest rates in America and Japan fell by half a point. 


West Germany's long-term government-bond yields edged up. The narrow measure of Switzerland's 
money supply fell by 5.7% in the year to August; its broad money increased by 5.7%. 


Money supplyt Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 















































% rise on year ago Money market Commercial banks Bond yields Eurocurrency 

Narrow Broad Overnight 3months Prime Deposits Gov't Corporate Deposits Bonds 

[M1] lending 3months — long-term 3 months 
Australia + 55 +290 s 16.00 1829 20.50 1800 1392 1430 1794 1443 
Belgium +57 +810 988 980 1225 960 824 9 994 915 — 
Canada +25 101 sp 1250 1235 13.50 12.35 944 1020 1200 10.00 
France +52 +74 w 1000 1031 1050 10.50 905 958 1038 997 
W. Germany + 48 + 53 mg 785 830 9.50 755 770 — 7370 825 — 753 
Holland +66 +124 ma 613 845 1025 845 783 827 844 — 7.76 
italy * B0 +97 a 1263 1313 1400 па 1217 1157 — 1238 1191 
Japan +16 +96 my 572 669 488 204 561 575 669 587 
Spain X138 +146 se 1516 1519 1625 7.75 1289 1392 1487 па 
Sweden na +65 aq 1185 1215 1250 1181 1179 1252 1188 11,69 
Switzerland — 57 +57 a 663 775 850 7.00 543 611 788 633. 
UK +145 173 sp 1533 1506 1600 1506 1015 1194 ^ 1508 1146 
USA 03 +39 sp 850 855 10.50 ^ 858 7892 909 875 864 





Other key rates in London 3-mth ему Bills 14.6%, 7-day Interbank 14.9%, clearing banks’ 7-day notice 4.0%. Eurodol 

rates (Libor): 3 mths 8.7%, 6 mths 8.5 

{М1 e: се UK МО; M3 ех um, Holland, Italy and Sweden MZ, Japan M2 plus COs, UK M4. Definitions of interest rates aii ees 
× cept Belgi ара! plus quoted 


Bilbao Vizca) сауа. Chase Manhattan, Banque de Commerce (Belgium), Credit Lyonnais, Credit Lyonnais Bank Nederland, 
ANZ Bank, CSFB, The WEFÁ Group. These rates are indicative only and cannot be construed as offers by these banks. 





ea 
TRADE, EXCHANGE RATES AND RESERVES Japan's surplus on visible trade fell to $6 billion in September (a decline of $300m from August) and its 
12-month surplus shrank to $86.5 billion; the country’s current-account surplus narrowed by $1.7 billion to $67.8 billion. In the same period West. 
- Germany's current-account surplus rose by just over $1 billion to $55.2 billion; its annual trade surplus increased slightly to $75.9 billion. In trade- 
` weighted terms, sterling and the dollar both rose 0.3%, the yen fell 0.5% and the D-mark lost 0.2%. 












































trade balance current- trade-weightedt+ currency units per $ currency m: foreign reservestt 
Sbn account exchange rate E $bn ; 
latest latest 12 balance $bn 
month months latest 12 mths latest year ago latest year ago per £ per SDR per ecu Aug — yearago 
Australia — 049 sp — 43. — 155 sep na na 1.28 1.20 201 163 142 13.0 12.9 
m + 12 + 32m 1074 1066 387 375 611 494 431 8.9 86 
ag + 57 — 134 c 105.1 979 147 124 1.85 1.49 130 — 159 181 
M — 69 — 48 ш 101.1 99.6 6.25 6.10 9.89 7.99 6.97 258 293 _ 
эю 759 + 552 sep 1152 1138 184 1.79 292 2.36 2.05 56.9 59.0 
м + 41 + 57m HL 1110 2.08 202 329 -266 232 15.8 145 
se — 13.1 — 54 % 99.5 97.1 1349 1929 2133 1727  . 1503 43.4 30.5 
Sp + 865 + 678 See 1956 1517 143 126 __ 227 182 ^. 160 B74 — 894 — 
sep 270 — 92 se 104.5 99.2 116 118 184 149 430... 412 34.5 
зэ + 239 - 38 а 96.0 95.5 641 6.20 10.2 8.20 7.15 84 8.0 
mg - 66 + 67 @ 1073 1109 182 1.50 2.56 207 1.80 209 221 
9e. — 422 — 852 sm 887 96.2 0.63 0.56 = 081 . 0.70 333 418 
ug —1129 122.4 m 69.8 66.3 = = 1.58 iu EL 513 367 





анаа France, Canada, dapas, UK and USA imports fob, i exports fob. All others cif/fob. $$ Bank of England index 1985 = 100 New series. +f Excluding gold. 
dr cod as a Newspaper. Produced by The Economist Newspaper Ltd., London, England, and printed in Singapore by Times Printers Pte. Ld. 









































































An experienced 
wholesale bank, 
WestLB is your 
reliable partner for 
international 
finance. 


20 years of experi- 
ence in Corporate 


Finance, the solidity 








of a state bank and 
the leading role 
played by WestLB. 
On this sound 
foundation, WestLB 
successfully 
combines classical 
products with inno- 
vative solutions, 
applying the right 


Introducing the German bank that makes international 
finance plain sailing: WestLB. 


mix of state-of-the- 
art technology and 
personal creativity. 
That's why WestLB 
rightfully belongs 
at the top of your 
shortlist - from 
Corporate Finance 
and investment 
Banking to Treasury. 


es one 


Head Office: Düsseldorf. 
Beijing, Hong Kong, kondan. 
Luxembourg. Madri. 
Meibodre, Milan, Моко. 
Rew York, Oraka. 3 

Rio de Janeiro. Тому, Того, 
Zutiok 
And with a global 
network stretching 
trom Düsseldorf to 
New York and from 
Tokyo to London. 
WestLB is perfectly 
positioned to set 
your international 
finance operations 


on the right course. 


WestLB . 


The Westdeutsche Landesbank 



























Our new tankers 
should make life 
safer for everyone 
on the road. 


You might not recognise this little. fellow 






immediately. 

But if you drive a car, you've certainly run acro 
a road reflector before. 

Its easily done. 

High winds, wet roads or tight bends can cause 
the most level-headed drivers to stray In wittingiv 
from their lane 

With this kind of scenario in mind, BP is des 
new low-profile petrol tanker 

A lower centre of gravity gives them unswe! 


loyalty in the wet 





While three separate anti-lock brake systems can 
get them out of all sorts of tight corners 

In future more and more of our tankers wi 
benefit from these and other safety features 

Which ought to make all road-users rest mor 
easily. 

Helping to improve road safety is one of t 


| 


things BP is doing today for all our tomorrow 


For all our tomorrows 


The pencil costs 14¢. 
The eraser, millions. 


Mistakes make products late, more expensive and inferior. 
Leaving customers dissatisfied, reputations damaged. Since there 
are no quick fixes, only costly ones, what's a business to do? 

At the CIGNA Property and Casualty Companies, we have a very 
basic goal: Get it right 
| the first time. 

2 Granted, nobody’s 

~ perfect. But it's surprising 
| how many mistakes can 

2 be prevented. 

| By working to find the 

| best solution, rather than 

the most expedient one. 

Whether we're 
providing protection for 
small and medium-size 
businesses, or meeting 
the risk management 
needs of the largest 
corporations, the 
benefits are the same: 
Answers that are fast 
and accurate. Service that is responsive. Value that is real. And 
customers who are satisfied. Anything less would be a big mistake. 

For information write the CIGNA Property and Casualty Companies, 
Department RB, 1600 Arch Street, Philadelphia, PA 19103. 

After all, anyone can pay for lots of pencils. But who can afford 
all the erasers? 





We get paid for results: 








HOW FUJITSU 
KEEPS TRIP STRAUSS 
ON TOP IN TOKYO. 


Trip Strauss is a young American 
investment banker working in Tokyo. An 
M.B.A. from Stanford, fluent in Japanese, 
he spends his days selling million dollar 
blocks of equities to large Japanese insti- 
tutional investors. 


The lifeblood of his business is informa- 


tion. “Every day," he says, “I have to tell my 
clients at least one thing they don't know!" 
To get that information he is constantly 

on the phone or fax around the world, or 
staring into a computer monitor which is 
tied through telephone lines into an on-line 
mainframe computer system back in his 
home office in New York. 


DEMAND IS ENORMOUS 


The demand that he alone places on 
Tokyo's communications facilities is enor- 
mous. And he is only one of hundreds of 
thousands of international businessmen in 
the city. Which is why KDD, Japan's inter- 
national communications company, recent- 
ly got together with America's AT&T to lay a 
new Transpacific Cable (TPC-3) between 
Japan and America. The cable is the first 
optical fiber submarine cable across the 
Pacific, and the longest in the world. No 
thicker than a garden hose, it can carry 
80000 phone calls at a time, compared with 
fewer than 1,000 for the two huge copper 
cables already in service. 
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FUJITSU 
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The global computer & communications company. (NDW * nov Y абу my 
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REPEATERS ARE THE HEART 


At the heart of this epoch-making sys- 
tem, which was designed to last 25 years 
without a failure, are the repeaters. Spaced 
at 50- to 70-kilometer intervals, these in- 
credibly complex devices boost the signals 
across the thousands of miles. These re- 
peaters were manufactured by, among 
others, Fujitsu, one of the world's top com- 
puter and telecommunications manufac- 
turers, with projects completed in 100 
countries. Fujitsu is involved in projects like 
this all over the globe, helping create the 
communications infrastructure that's mak- 
ing it possible for people like Trip Strauss— 
wherever they are—to stay on top of the 
world. 


NN CMS uo detis A ue. 


1 
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This OS-280M optical submarine branching unit 
IS a prime example of Fujitsu's futuristic submarine 
cable technology. One of only a few such devices in 
the world, it comprises an optoelectronic switching 
system required for 3-way branching with a fully 
multiplexed capacity of 8,000 circuits 
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Ek All The Best Airlines 
We Check Our Passengers On Board 











Oe By One 


les just one step in the electronic tracking of your international 
express shipment, when you send it UPS 
Recognizing that your delivery is as vital to our business as it is to yours 
A point of view which happens to have made us the worlds largest package delivery company 
And, often, the most economical 
The UPS international network now offers express delivery of parcels and 
documents to over 175 countries and territories worldwide 
But we never forget how we will maintain your trust. One delivery at a time 
By our people taking personal responsibility 


On the ground. In the air Every step of the way. 


Бє 
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Unıted Parcel Servıce 


As sure as taking it there yourself 








For further information call Australia: LIPS/Rohlig Express * Tel 663-0774 Bombay: UPS/Elbee + Tel 22-6124449 Brunei: layapuri (В) Sdn Bhd * Tel (673-2) 42401/43689 China, People's 
Republic of: UPS.Sinotrans* Tel (86-1) 482-278/(86-21) 213-862 Hong Kong: UPS Parcel Delivery Service LTD Tel (852) 3-7353535 Indonesia: UPS/PT Global * Tel (62-21) 380-3267 
Japan: UPS. Yamato Express Service Co , Ltd * Tel. Ichikawa (0473) 27-6121 Korea: UPS Korea Airfreight LTD + Tel. (82-2) 693-4419 Macau: United Parcel Service * Tel. 3-7353535 
Malaysia: United Parcel Service (M) SDN BHD * Tel (60-3) 255-2566 New Zealand: UPS/Fli- Way Transport Tel (64-9) 275-3060 Papua New Guinea: RLC Air Сагро * Tel (67-5) 25 
1511 Philippines: Delbros Inc * Tel (632) 8321565-69 Singapore: United Parcel Service Singapore PTE LTD * Tel (65) 542-5151 Taiwan: UPS International Inc /Taiwan Branch • Tel (88-62 
597-5998 Thailand: UPS Parcel Delivery Service LTD * Tel (662) 511-4881, 511-2190, 513-4614 ® Trademark and service mark of United Parcel Service of America, Inc, of USA 
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Europe takes new shape, and the - 
West faces new questions. The — 
answers it should give 
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| 3 ASIA THE SOVIET ECONOMY Gorbachev, page 15: The 
Al» 29 Forecasting the Indian election 25 The hard road from capitalism to capitalism consequences and reactions, east 
E .30 Tension grows b Burma i ^m and west, pages 55-62. 
| 31 Taiwan's taste of freedom BUSINESS WEEK 
32 Death of Sri Lanka’s rebel chief 
eb x Afghan uerri attack Jalalabad again BUSINESS 
| 22 aysi 1's communists give up at last 83 East Germany opens for business 
ча ; 84 Japan's carmakers: Too far, too fast 
gi AMERICAN SURVEY 85 Economics focus: The benefits of 1992 
— | 37 Can congressmen be bought? 86 Ford's new driver 
. | 38 Unions go middle-class 87 Management buy-outs turn sour 
| _| 41 Job vacancy on the Panama Canal 87 Executive jets go supersonic 
|. 42 Soviet trade and Soviet Jews 88 Booksellers do battle 
| 9 Regulating car insurance 88 Cardboard cats and dogs ^ 
I 43 Shultz for drug legalisation 93 Europe's state-aid scam = UNL 
. | 43 Antismoking in tobacco country India’s poll 
| 44 McDonald's in Russia FINANCE A verdict on economics, oron 
44 Mr Speaker's own aeroplane 95 Bankers to Eastern Europe values?, page 18. The $100m 
44 Rights of a gay partner 96 Why London share commissions will rise campaign for half a billion votes, | 
" INTERNATIONAL ы Мая d Frankfurt's Comecon stocks page 29. 
7 lapan and the cashless society 
; : e Wier Salvador 98 Nigeria's growing debt crisis 
50 N. d ей for 99 Tighter regulation for Wall Street's banks 
5l The ^ ma Un iege 99 America's corporate profits squeezed 
[әс и да зен 100 Fat Freddie Мас and Fannie Mae 
54 Jordan's way with Islam SCIENCE AND TECHNOLOGY 
107 Abdus Salam’s physics for the poor ; 
EUROPE 27% Soviet economy 
4 é 108 Liquids you can breath 
25 The Berlin Wall comes down Á um Wh has 
56 The fine print on Germany's status 108 Tobacco s new career: Medicine i DE nun c 
57 Rethinking the alliances 109 No flies on farmyard ducks 
2 unc id perom ECONOMIC AND FINANCIAL INDICATORS 
Ania P 131 Caen jobs, prices, commodities, bou 
59 Kohl's visit to Poland res, plasa loser look 
, 60 The looming Russian question r qe Latin st 
60 Zhivkov falls in Bulgaria 
62 The rest of Europe this week BOOKS AND ARTS 
111 Regarding Germany 
гете ; 112 How Dukakis failed j hobi 
63 British politics: checked, balanced? 112 How Bush prevailed ee 0 pa Р 
4 117 Inside Salomon Brothers misle ading view of Japan 
РАИ 117 New writers (and old) for Russia spooking America, page 17. 
| 73 This week 118 Censorshi Figs ia Ашкан репе ` Japan's car industry heads for 
75 The chancellor's m statement 118 La Scala's deer T LÀ ame trouble, page 84. 
76 Meeting the cost of NHS reforms 
- |. 16 Money ahead for road and rail ся Senators for sale 
| 77 More houses for the homeless 
78 The Treasury team behind the statement a aclu | Not exactly, but maybe some 
(| 78 Executive wargames y p Hieni Caki mlacn E | erga 
|? Basho Ol Tass rig poly oo = 


page 37. 


ze bu or Lid, 25 St James s SWIA 1HG. Printed in Singapc 8 
MER " аа 








Reforming the Fed 


SiR——As one of the world's 5 bil- 
ion people about whose welfare 
you are so concerned, 1 found 
our criticism (October 28th) of 
the:bill that Byron Dorgan and I 
“have co-sponsored to reform the 
‘procedures of the Federal Re- 
‘serve moderately extreme. Upon 
lection, I believe you will find 
the bill extremely moderate. 
: The Fed is an anomalous insti- 
ition, ih a no-man's land be- 
tween the public and private sec- 
$& The current procedures 
hield it from the scrutiny that is 
appropriate in a democratic 
iety: only 6% of its spending 
mented i in the budget; its 
olicy actions are held secret for 
'eeks; and much of its operation 
not subject to outside audit. 
The bill does not reduce the 
licymaking independence of 
Fed. It requires only that the 
'ederal Open Market Commit- 
(FOMC) meet three times each 
year with the secretary of the 
ry, the director of the ОЁ 
: of Management and Budget, 
the chairman of the Council 
Economic Advisers. Such for- 
|l meetings should inhibit the 
inistration’s now frequent 
stabilising. public sniping to- 
ards the Fed. Further, one of 
e three meetings is scheduled 
during the budget cycle, when 
the Fomc will likely have a mes- 
sage to convey to the administra- 
tion. Communication should 
flow both ways. 
The bill also provides that the 
president appoint the Fed chair- 
‘man to a four-year term one year 
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after taking office, when there 
will be a vacancy on the board in 
any event. Giving the president 
three years of his term with a 
chairman of his own choosing is 
surely preferable to the possibil- 
ity under the current law of a 
lengthy period of a president 
and a chairman who cannot 
work together. 

A third provision requires re- 
lease of the Fed's intermediate- 
range decisions regarding mone- 
tary targets immediately, rather 
than after a six-week delay. A 
fundamental tenet of economics 
is that markets work better when 
participants have full informa- 
tion, and prominent econo- 
mists, including Alan Blinder 
and William Poole, argue for im- 
mediate release. Support for the 
contrary position must rest on 
the premise that ignorance is 
preferable to information. The 
Fed's ability to make small and 
gradual adjustments in the pur- 
suit of its stated targets would 
not be affected; it would not 
have to resort to “peremptory 
shocks", as you suggest. 


LEE HAMILTON 

Chairman 

Joint Economic Committee 
Washington, DC of Congress 
— 





Human insulin 


Sir—Your article entitled “Eli 
Lilly woes” (October 14th) was 
misleading. You stated that 
“most of the adverse reactions to 
the human insulin were spotted 
in one produced by rival firm 
Novo/Nordisk." You then went 


ыы ы 


e 
E 


ы EEE 








Printed in 
information 





^on to use the brand name for 


Lilly's human insulin, Натана, 
in discussing possible reasons for 
these adverse reactions. This 
statement, às well as the title of 
the article, implied that Eli 
Lilly’s human insulin was re- 
sponsible for 17 deaths. 

At present, none of these pa- 
tients is confirmed to have been 
taking any insulin manufactured 
by Lilly. According to you, one 
of the possibilities was that hu- 
man insulin is impure. Over the 
years, numerous scientific stud- 
ies have been conducted by rec- 
ognised authorities in diabetes 
research. The question of the 
purity of insulin, animal or hu- 
man, has never been raised as a 
possible cause of low blood 
sugar. Lilly's insulin meets or ex- 
ceeds all regulatory standards, 
including those of purity, in all 
countries where it is available. 

The British Diabetes Associa- 
tion, the Committee on Safety 
of Medicines and the American 
Diabetes Association have rec- 
ommended that patients do not 
stop taking insulin, and, if they 
have questions, they should con- 
sult their physicians. 





LEIGH THOMPSON 
Indianapolis Lilly Research 
Indiana Laboratories 
Gandhi's chances 


Sir—Your idea that Mr Gandhi 
may succeed in the upcoming 
election because of India's good 
economic performance over the 
past five years is politically naive 
(October 28th) The economic 
gains have been completely over- 
shadowed by corruption at all 
levels of Mr Gandhi's govern- 
ment and bureaucracy. Indians 
are not amazed by sales of cars, 
television sets and washing ma- 
chines as much as by allegations 
of voting fraud and the Bofors 
arms scandal, which is threaten- 
ing to lead to a breakdown of 
our parliamentary system. Áll of 
this has dominated the media 


: during these crucial weeks be- 


fore the election. 
Cambridge, 
Ma V. RAMACHANDRAN 





Cardmanship 


Sir—I was concerned to read 
(October 28th) of delays experi- 
enced by one of your staff be 


tween posting his Barclaycard” 


payment and its receipt, result 
ing. in ешек. interest 








T North America US$220; Rest of World £120. 





charges. ' 
ment makes it clear that custom- 
ers should allow. four working. 
days if making a payment over a> 
bank counter and seven working 
days if paying by post. Any card- 
holder who has allowed suffi- 
cient time but finds that interest 
has been charged as a result of a 
delay should contact us and we: 
will refund the interest. 

The suggestion that Barclay- 
card deliberately induces delays 
in order.to charge additional in- 
terest іѕ Outrageous and totally 
untrue, i 7 00 07 

























































KEN BIGNALL 
Barclaycard 


E" 


London 









Never mind the text 


Sir—Captain Kirk and cereals? 
Pig heads and tropical-food ven- 
dors? John Cleese upside down 
out of a window and “high sur- 
render. values"? Reagan’s hear- 
ing aid and "young Mr Gorba- 
chev’? Ridiculous! 

All of which is to admit what 
300,000 Playboy readers never 
would: that I take your paper “~~ 
the pictures. ; i 
New York WILLIAM GIFFORD 
dl 



















THE ASEAN COUNTRIES 
Economic Structure 

and Analysis 

A comprehensive guide to the 
region, this report gives a 
complete overview of the main 
issues affecting the Asean 

‚ countries into the 1990s. It also 
provides detailed facts, figures and 
analysis on the structure and 
working of each of the member 
countries - Brunei, Indonesia, 
. Malaysia; Philippines, Singapore 
and Thailand. . . 

Price including postage: UK & Europe #115; 
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EXECUTIVE FOCUS 


NOMIST 


ee Fund Management 


$ Swiss Bank Corporation Portfolio Management 

onal is an active and rapidly developing fund: 

jent group, based in London SWL, which enjoys a 

tation for the quality of its services. 

Continued growth has created the need for an: 
Economist to join a small team of fixed-income fund managers. 
You will work closely with the Head of Fixed Incomie in 
formulating strategy as well as providing regular analytical 
support to the Portfolio Managers. A strong theoretical 
background in economics is required and some previous 
experience in the financial markets would be an advantage. 

This position offers excellent prospects for career 
development in a growing company which is part of one of 

Europe's most prestigious financial institutions. A competitive 
salary will be enhanced by a benefits package which includes 
bonus, mortgage subsidy, and non contributory pension. 

Write in strict confidence, with full personal, career and 
salary details, to: Sue Jackson, Human Resources, Swiss Bank 
Corporation, Swiss Bank House, | High Timber Street, 
London EC4V 3SB. 


































international 





The Deloitte Planning and Policy Group is 35 strong, one of the 
largest groups of economists in management consultancy and a 
powerhouse of economic excellence. 


Our consultants provide business and financial advice to media 
clients on issues such as franchise applications, corporate structuring, 
performance reviews and regulatory issues. A significant part of a 
consultant's role is also concerned with assisting in our marketing 
efforts, including writing and speaking on our behalf. 


To join us, you should be a graduate economist/ MBA with 5+ 
years experience in broadcasting. You will currently be working in 
the business affairs unit of a broadcasting company or you may 
have gained your knowledge of the sector as a media consultant. 
Personal qualities are of equal importance — communication 
and analytical skills, resilience and the ability to work in a team. 
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We are looking for an experienced economist seeking а 
high profile position to head our Economic Research Unit. 
The successful candidate will manage a small unit responsi 
ble for the London Economy Research Programme (a 
study of London's economy and its prospects, sponsored 
by 12 major organisations) and a quarterly survey © 
business conditions, and provide advice on economic: 
issues, both local and national. x 
Applicants should have a good economics degree and. 
experience in at least two of the following: economic 
forecasting and modelling; regional and urban economics 
labour market analysis; the economics of financial 
services. 


Initiative апа communications and leadership skills are. 
prerequisites for the job. 


Applications, with a full CV and details of current 
salary, should be sent to: 
Deborah Jarvis 



































of Commerce an. 
LONDON,CHAMBER industry 
QMMERCEL/ AND INDUSTRY $9 Cannon 5 





London ECAN SAL 





Broadcasting Consultancy 
The best medium for your media skills 


MANAGEMENT CONSULTA 


Training and support is designed for the individual, giving you 
every opportunity to broaden your management skills. Career 
progression can be rapid. Starting salaries are in the range of 
£25-45,000, depending on age and experience, with a benefits 
package that includes a саг 


Please write, enclosing full personal and career details (including 
daytime telephone number) to Barbara Calland at Deloitte Haskins — 
& Sells, PO Box 198, 26 Old Bailey, London EC4M 7PL. Please 

quote reference 3178/E on both envelope and letter. 


H 
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NIJENRODE - The Netherlands School of Business seeks to retain the services of a 


Programme Director 1990-94 
MBA and Graduate Studies 


Nijenrode is an integral part of the Dutch 
university system with a proven track record 
and reputation in both theory and practice 
of business administration and in preparing 
students for management roles in 
international business. 


THE INTERNATIONAL MBA PROGRAMME, 
taught entirely in English, is now in its eighth 
year and new purpose-built facilities are to 
be opened in mid-1990. 


The role of the Progamme Director will 

include: 

e academic programme evolution; 

e teaching and research; 

e maintaining existing and fostering new 
relationships with both business and 
academic communities; 

e sponsoring and promotion; 

e student selection; 

. budget control. 


it is envisaged that the Programme 
Director's time will be divided equally 
between “management” and "teaching/ 
research". 


Required attributes of the Programme 

Director: 

e doctorate in a relevant discipline with 
good publication record; 

e drive and initiative to develop further 
Nijenrode's special niche in management 
education closely allied to the business 
world internationally; 

e absolute mastery of both written and 
spoken English (knowledge of French 


Nij e 


The Netherlands School 


of Business 


and/or German would be an additional 
advantage); 

e self-discipline to manage a great degree 
of conceptual freedom and to gain 
commitments within and outside the 
institution; 

e sensitivity to the culture of the academic 
world and its interfaces with business 
organisations, large and small. 


The conditions of appointment: 

e remuneration commensurate with a 
professorship; 

e dependent upon academic status, a 
professorship on the Nijenrode Faculty 
may be considered; 

e terms and conditions in accordance with 
standard Dutch regulations; 

e affilitated to Dutch General Civil Pension > 
Fund; 

e tenure, initially for a period of four years, 
after which, if all duties are successfully 
fulfilled, contract renewal may be 
considered; 

Further information available from No 

Knubben, Dean, by telephone 

31 (0)3462 91204. 


Application in writing with a detailed CV to. 
Mr. K.W.J. Schipper, Head Personnel & 
Organisation Nijenrode, The Netherlands 
School of Business, Straatweg 25, 3621 BG 
Breukelen, The Netherlands. 


The names and addresses of any other 
potential candidates thought to be suitable 
would be appreciated for our direct contact 
in confidence. 


What counts in business is integration 
of knowledge and action; Nijenrode 
has a solid international reputation in 
teaching just that. The School includes 


, a Management Research Centre and 


offers on its stimulating campus under- 
graduate, post-graduate and executive ue 
development programmes. 

NIJENRODE DEVELOPS PEOPLE... 


THE ECONOMIST NOVEMBER 14 1968 i: 











INSEAD, the leading international business school 
located just south of Paris, is seeking a senior person to 
assist in promoting the activities of the school to 
Japanese business communities at a high level. 

To fully understand the international character of 
INSEAD, and also to maintain contact with Japanese 
businesses in Europe, the person will need to reside in 
France. However, frequent travel to Japan will be 
essential. 

Candidates must have sufficient fluency in the Japanese 
language and culture to establish and maintain contact 
with Japanese executives. The predominant language at 
INSEAD is English. 

Applicants should send a complete С.У. stating current 
salary level, together with a covering letter to: Professor 
Gabriel Hawawini, Associate Dean, INSEAD, Boulevard 
de Constance, 77309 Fontainebleau, France. 











BIOTECHNOLOGY 


CONSULTA 


Biotechnology Consultants Limited provides consultancy 4 
project management expertise in agriculture b 
private clients, governments and international funding RAE 
For short and long term positions overseas we are currently 
seeking specialists with expertise in: 
— RURAL CREDIT AND SAVINGS MOBILISATION 
— HORTICULTURE 
— MARKET DEVELOPMENT AND MARKETING OF PROCESSED 
CROP AND LIVESTOCK PRODUCTS 
— FOOD PROCESSING 
— LIVESTOCK SECTOR POLICY AND PLANNING 
— VETERINARIANS WITH EMBRYO TRANSFER EXPERIENCE 
— PROJECT ECONOMICS, MONITORING AND EVALUATION 
Five to ten years of experience in the developing world is 
desirable. Experience in Asia and/or Africa will be a particular 
advantage. Competition remuneration commensurate with expe- 
rience and ability will be offered. 
We will also welcome hearing from consultants specialising in 
other agricultural disciplines who would like to be included in our 
roster of consultants for consideration as and when suitable 
opportunities arise. 
Interested consultants should forward a copy of their curriculum 
vitae to Alice Phipps at 
Biotechnology Consultants Limited 
33 London Street, Reading 
Berkshire RG1 4PS, England 


CHANGING BUSINESS TO GREEN 


Management Consultants for the Environment 


At KPMG Peat Marwick McLintock we believe that 
businesses need to care more for the environment. Our 
aim is to ensure that we and our clients understand 
environmental issues and can achieve business goals in 
an environmentally responsible manner. 

For this reason we have established a separate 
environmental issues group to work with our public and 
private sector clients. The work is multidisciplinary and 
covers all areas affected by environmental issues, 


including: policy formulation, economic and cost/benefit 
analyses, industry studies and strategy development and 


implementation. 
We are now looking for environmental specialists to 
join this team and play a leading role. This is an 


excellent opportunity to make a valuable contribution in 


an area that will undoubtedly be one of the major issues 


to $45,000 


of the 1990's, and to build a career in management 
consultancy with a leading firm. 

You will have a good degree and professional 
qualification in a relevant technical field, and be able to 
demonstrate: 


€ significant experience in a planning or control role, 

€ asound knowledge of different environmental fields, 
business functions and management processes, 

€ aninnovative yet analytical approach, 

€ the ability to communicate effectively with senior 
management. 


Please write to Adrienne Rosen, quoting ref. KINS9EC at 
KPMG Peat Marwick McLintock, Management Consultants, 
1 Puddle Dock, London EC4V 3PD or fax to 01-483 4454. 


KPMG Peat Marwick McLintock. 


Management Consultants 





With 365 days of business in Europe, 


it’s fortunate there’s a new Europages every year. 





To find new customers, ‘the best 
suppliers or your future business 
partners while saving time and 
money – consult Europages. 
Europages '89 means 340,000 rea- 
ders throughout Europe, a choice 
of 6 languages, 10 countries and 
over 140,000 companies at your 
fingertips. For 365 days a year. 
Until the next edition. 

Sales representative 

THOMSON DIRECTORIES 

Thomson House, 296 Fargborough Road 
Farnborough, ЕТТЕ ЕГ 
Hampshire GU14 7NU | 
Tel. (0252) 516111 
Fax (0252) 377005 






BUSINESS DIRECTORY 























Living or working abroad? Quickly discover how buying a taxfree Volvo 


is the trouble-free way of saving yourself money. And getting one of the 


world’s great cars at a bargain price. 


Г To Volvo Tourist & Diplomat Sales. No 1 

| Customer Avenue S-405 08 Góteborg 
Sweden. Telephone: +46 31 591300 

| Fax: +46 31535535. Please send me the 
Volvo Tax-Free Guide and more infor- 

| mation about О The Volvo 200/700 
series О The Volvo 340 OThe Volvo 440 

| UOThe Volvo 480. 


THE ADVANTAGES 
AND CONVENIENCE 
OF BUNGA aj 
TAXSFREEVOO: =T 


" Ez 


Country 


Phone 


Country of final use e 


VOLVO 
Tourist & Diplomat Sales 


ive € Program’ 90. ; 
Critical Resources-Charlottesville, Virginia 
- anaging Critical Resources-Cambridge, England 
| ©) Management Program in Australia 
Û Young Managers’ Program 


LEADERSHIP AND MANAGI NG PEOPLE 
| ) The Art of Man ag g Human Resources 


for кмш Performance 
lanaging Organizational and Individual Change 
CI Power and Leadership 


C) Commercial Lending Decisions 
CJ Advanced Commercial Lending 
CJ Corporate Finance for Commercial Bankers 
3 п Financial Management for Non-Financial Managers 
C) Negotiating Effective Company-Lender Relationships 


MANUFACTURING 


СЗ Global Manufacturing Competition 


(2 Innovation and Technology Management 
a Manufacturing Management Program 


RKETING AND SALES. 


а Marketing and Sales Executives’ Program 
- D) Marketing Strategy: Business to Business 
© Sales Management and Майын Strategy 


` SPECIAL TOPICS 


g Changes í in Health Care: A Managerial Perspective 


Graduate School of Business Administration 


June 3-July 13, 1990 


Feb. 12-23 • May 21-June I» July 23-Aug. 3 » Oct. 14-25, 199€ 


June 11-22, 1990 
June 24-July 6, 1990 
March 11-30, 1990 • Oct. 28-Nov. 16, 1990 


Feb. 18-23, 1990 
April 8-11, 1990 
March 4-9, 1990 » Sept. 16-21, 1990 * Nov, 25-30, 1990 


Nov. 28-Dec. 1; 1989 » June 5-8 » Sept. 9-12 + Dec. 9-12, 1990 


May 8-11, 1990 • Sept. 4-7, 1990 
Oct. 8-11, 1990 


April 22-27, 1990 • June 17-22, 1990 • + Sept. 16- 21, 1990 


Feb. 25-Mar. 2, 1990 • July 15-20, 1990 

Feb. 11-16, 1990 

Jan. 21-26, 1990 * April 8-13, 1990 « Sept. 23-28, 1990 
Sept. 23-26, 1990 


March 4-9, 1990 
Oct. 14-19, 1990 
April 22-May 4, 1990 • Sept. 30-Oct. 12, 1990 


May 6-18, 1990 
April 29-May 4, 1990 


Dec. 3-8, 1989 • Jan. 14-19 * Apr. 1-6» Sept. 9-14, 1990 


April 17-20, 1990 


\ Cr Evaluation of Capital Projects: Appraisal in Uncertain Environments Feb. 25-March 2, 1990 


aging the Corporate Aviation Function 


May 13-18, 1990 


ing Information Technologies: A Line Manager's Perspective March 18-23, 1990 


rs and Acquisitions: Strategy and Implementation 
^ O Strategic Management for Line Managers 


Nov. 5-9, 1990 
April 16-20, 1990 


; Please ‘return this ad to receive additional information on each program you have checked. 
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Mail to: Executive Programs (Dept. 3-E), The Darden School, Box 6550, Charlottesville, VA 22906. Telephone: (804) 924-3000. 


Fe; (804) 924-4859. Telex: 822422 UVADARDEN. 














New Video Immersion Method ” 
Makes All Other Language Courses Obsolete 


Now, thanks to video, the most pow- 
erful and effective language course 
ever created is available for use in 
your home. 


It all started at Yale University in 
4956. Pierre Capretz, a young French 
professor arrives from France with an 
extraordinary goal...to revolutionize 
language teaching so that anyone can 
become fluent in a foreign tongue. Eas- 
ily. Naturally. With absolute confi- 
dence. Over the next 30 years, his 
acclaimed "immersion" teaching sys- 
tem, the world famous Capretz Method, 
is born 


Why the Video Immersion 
Method” is the Best Way 
to Learn a Language. 


The language teaching tech- 
nique of “total immersion” 
has long been recognized by 
experts for its effectiveness. 
In principle, the student is 
"immersed" — totally sur- 
rounded — by the foreign 
language — just as if he 

or she were living in the 
foreign country. 

The Video Immersion 
Method" goes one crucial step 
further. Now, through video, 
the student can be immersed 
in the life and language of the 
foreign country — without 

home, and at a frac- 
tion of the cost of other 
immersion courses. 
Compare! 


Immersion Course Site Cost 


Resident Tours, France $4,000*t 

Commercial New York, NY $5,500" 

University Hanover, NH $3,000" 
Your Own Home $ 295 





Now, in 1989, through the assistance 
of the Annenberg/Corporation for 
Public Broadcasting Project, the full 
power of the Capretz Method is avail- 
able on home video. 


Video Revolutionizes Language 
Learning! 


While at Yale, Capretz created French in 
Action, a new multi-media immersion 
language course that has revolu- 
tionized language learning. This 
extraordinary series of video pro- 
grams brings France — and living 
French — right into your home. 


Experience the Sights, Sounds, 
Culture & Conversation. 


The Video Immersion Method" used in 
French in Action teaches French the 
same natural way you learned 
English: by seeing, observing and 
hearing it used in real-life 

You are totally immersed in the life 
and language of France. Surrounded 
by the sights and sounds. Exposed to 
every accent and gesture. A learning 
experience never before possible in 
any classroom language course. 

You'll meet entertaining real-life 
characters, following them through 
their everyday lives in France. You'll 
see and listen to thousands of action 
scenes of life in France, and learn real 
everyday language that you can use. 


Finally, a Language Course that's 
FUN and ENTERTAINING! 


French in Action is challenging, stimu- 
lating, and incredibly interactive. 
From the first lesson, you'll speak 
French in real life situations — the 
action pauses for you to comment, 
answer and question — in Prench! 

In fact, French in Action is so effective 
and entertaining that movie critic 
Roger Ebert has called it “one of the 
five essentials" he would take with him 
to a desert island! 

You get the full flavor of the lan- 
guage. Not just words and verb charts, 
but the nuances of meaning and usage 
you can only acquire by living a lan- 





From the café to the conference room, 

from the fruit stand to Fontainebleau, 

from buying à magazine to boarding 
“le metro,” French in Action brings 
French to life...all in the comfort of 


your living room! 


guage..an experience you cannot 
acquire from a textbook, or audio cas- 
settes alone. 


Proven at over 1000 Universities, 
Educational and Cultural 
Institutions Worldwide. 


Acclaimed worldwide as a revolution- 
ary breakthrough, French in Action is 
used successfully in leading univer- 
sities around the world! French in 
Action has received awards for out- 
standing achievement from the 
National Educational Film & Video Fes- 
tival and the International Film and 
TV Festival. 


A Total Immersion Course — 
For Only $37.81 per Month! 
Order Now at No Risk! 


Before the Video Immersion Method” 
с $e, you had to spend countless 
hours and thousands of dollars at a 
university seminar or commercial lan- 
guage school (see box) to be able to 
even approach its effectiveness. 

Now, you can experience the power of 
the Video Immersion Method" in the 
comfort of your own home — learning 
at your own pace — for just $295 (plus 
$7.50 shipping and handling), payable 


in eight convenient monthly install- 
ments of just $37.84! 

Everything you need is included. 13 
hours. of French video instruction on 
seven video cassettes. 14 supplemen- 
tary audio cassettes. A study guide, a 
textbook, and a workbook with self- 
test quizzes to be completed at your 
leisure. 

The Video Immersion Method" lan- 
guage course will teach you faster, 
more effectively, and more enjoyably 
than any other language course you 
can acquire or attend — at any price. 

Your complete satisfaction is guar- 
anteed. If you're not completely satis- 
fied, you may return the course in its 
original condition within 30 days for a 
full refund 

Order your Video Immersion Method” 
language course today! 


CALL TOLL FREE 
1-800-367-4534 








Y French in Action 


` French 
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Video Immersion Method" French in Action includes 
everything you need: 7 video cassettes, 14 audio cassettes, 
a study guide, a textbook and a workbook. 
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Video 
Immersion Method ™ 


Courses in Spanish 
& German, Too! 


Is Barcelona or Buenos Aires 
your next destination? Bonn or 
Berlin your next assignment? 
There's an exciting, effective 
Video Immersion Method 
course for you, too! Developed 
and created at UCLA, these 
breakthrough multi-media 
courses are the most powerful 
available anywhere 

Video Immersion Method " 
German includes 13 hours of 
video instruction on 7 video 
cassettes, 14 audio cassettes, 
3 textbooks, a Student's Guide 
plus a German Cumulative 
Glossary and German Cultural 
Notes. Video Immersion 
Method" Spanish includes 
13 hours of video language 
instruction, 15 audio cassettes 
in a handsome binder, and 4 
complete course textbook 

Whether you choose Prench, 
German or Spanish, you'll be 
totally immersed in a real-life 
foreign language — right in 
your own home! 


389 LANG LAB 


——ÁUá—— RESERVATION APPLICATION = e = mmm -a 


Video Immersion Method " 
Language Courses 


The Language Laboratory 
88 Long Hill Cross Road 
Shelton, Conn. 06484 


CALL TOLL FREE 1-800-367-4534 
Please send me the Video Immersion Method™ 


course(s) I have indicated. I understand that 
is 


VHS Only 





only VHS format is available may return 
my purchase in its original condition within 
30 days for a full refund 
FRENCH SPANISH EAMAN 

Quantity — a= 
Name 

PLEASE PRINT CLEAR ai 
apum e ES 
City/State/Zip — _ 
Please charge each of 8 monthly install 







ments of $37.84* to my credi 

















O VISA Master ] 

Г] American Express iners Club 
Credit Card № Expiration Date 
Signature (Alorders subject to acceptance 
O I prefer not to use a credit card and will 
pay by check. Enclosed leposit of 





ay the bal- 
stallments 


$122 50* for each course 
ance as billed in four monthly 
of $45.00* each 

"Applicable 4 ied with 
ihipme 

Allow 4 weeks f i 
t PAL not avaitable 


560-1002 















he Tees and Hartlepool Port Authority operates the UK's 

ond largest port in terms of tonnage of goods handled; the 
mier UK port for volume and variety of bulk liquids passing 
rough; the major entry and distribution point to the UK for 
ase chemicals. Teesport and Hartlepool are within 24 hours’ 
ailing of most of mainland Europe and Scandinavian ports. 
Both are vital to Teesside commerce. British Steel at Redcar 
‘sends 25 per cent of its exports through its own Teesside facility. 
Phillips Petroleum's Norsea terminal, largest of its kind in the 
world, processes and redistributes all the oil from the Ekofisk 
field. Initially an import facility, Nissan UK is increasingly using 


е 
MANCHESTER 


+ 
BIRMINGHAM 


THE UK’S 
SECOND LARGEST PORT 


апа a gateway to Europe 








its purpose-built terminal for exporting UK made cars to the 
EEC. ICI's Billingham wharves account for 400 ships a year. The | 
Tees Offshore Base reaches into the future of offshore 
exploitation through its advanced subocean technolc Е 
complex. In providing facilities for these and many others, ће 
Tees and Hartlepool Port Authority has built up a formidable 
technical expertise. Ап expertise which is ready to serve new 
port-related industries on Teesside. To find out more contact 
Duncan Hall, Chief Executive, Teesside Development 
Corporation, Tees House, Riverside Park, Middlesbrough, 
Cleveland TS2 1RE. Tel 0642 230636. Fax 0642 230843. 
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Beyond the Wall 


FALL places, it was in divided Berlin in 

' divided Germany in divided Europe 
that the cold war erupted into an east-west 
street party. Cautiously in Poland and Hun- 
gary, now jubilantly in East Germany, people 
power has taken on communist power and 
pulled off some famous victories—not least, 
the breaching of that dreary symbol of Eu- 

e’s division, the Berlin Wall. If Europe's 
4.449 revolution can continue on its peaceful 
path, it will change more than the rotting 
communist edifice of Eastern Europe. The en- 
tire structure of postwar Europe will be transformed as well. 

So far, the changes sweeping Eastern Europe have not 
gone the way of the doomed revelries of Tiananmen Square. 
Whether this progress can continue towards democracy and 
prosperity depends upon a whole cascade of uncertainties. 
First of these is what happens in Germany, the place where 
the Warsaw pact holds together or unravels. 

The really big victories for East Germany's fledgling oppo- 
sition—free elections, an end to party control over govern- 
ment, unshackling the economy—have yet to be won. Its 
leader, Mr Egon Krenz, promises new elections, but with only 
the present (until now communist-dominated) parties al- 
lowed to compete. Without genuinely free elections to a par- 
liament really independent of party control there can be no 
confidence that gestures made in a moment of near panic, 
including the new freedom to travel, will stick. 
` By opening the borders, Mr Krenz is gambling that he can 

— zase the pressure for more far-reaching change at home. 
The opposition is already worried that the mood of protest 
will be smothered in “West Berlin chocolate". That fear is 
probably exaggerated: the past three months' exodus to the 
West have shown that East German discontents are first 
about freedom, second about material comfort. And West 
Germany's chancellor, Mr Helmut Kohl, promises no more 
cash for East Germany unless it holds free elections. Even so, 
with an election of his own looming next year, and East Ger- 
many's economy badly weakened by the haemorrhage of 

skilled workers to the West, Mr Kohl may be tempted to be 
more generous than he should. The best way for West Ger- 
mans to help the East is to stand back, hands in pockets, until 

| Mr Krenz accepts a free-market democracy. 
-~ Не will probably have to. So far each barrier he has 
thrown up to protect party rule has been rudely trampled 
down. Yet it would be wrong to assume that he will not fight 
back. East Germans may have lost their fear of the party, but 
the party has not yet lost its power of retaliation. For all the 
recent wings of smiling soldiery, the army is still no less capa- 
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ble than China's of scattering protesting 
crowds in a hail of bullets. And if Mr Krenz 
cannot defend creaking communism in Eas 1 
Germany, it remains quite possible фаса 
Russian—presumably not Mr Gorbache 
might be tempted to try. 
For beyond Germany the fate of Eastern 
Europe remains closely bound to the fate of 
perestroika in Russia. And perestroika is not 
going well. So far Mr Gorbachev has watched 
the communist rout in Poland, Hungary an d | 
East Germany with apparent equanimity, if 
not encouragement. Yet he still has conditions he would like 
to hold to: the communist party must not be humiliated, 
meaning it should retain at least a share of power; and for the 
time being nobody should leave the Warsaw pact. The pace of 
change, however, and the degree of anti-Soviet feeling are 
such that Hungary is already in danger of pushing past him. If 
it did, Poland and East Germany would want to follow. At 
that point Mr Gorbachev, perestroika and the prospect of a 
freer Eastern. Europe could conceivably end in military 
crackdown. д 
That is а prospect that the West must keep up its guard 
against, as it revels in the news from central Europe. But in а. 
year when the most quixotic optimists have repeatedly been 
proved too cautious, the chances must be for a less cataclys- 
mic outcome. Even that, indeed even a successf 
democratising East Germany, will merely lead to the next 
ponderables for both Germany and Europe. 


Gunboat diplomacy A 
Mr Gorbachev may raise one, and possibly two, of these wher 
he meets Mr Bush for their Mediterranean summit next 
month. He has hinted that, for the time being at least, » 
would prefer to stick with two Germanies. Nothing too de- 
manding in that, since for the time being it seems to be what 
many West Germans and East Germans want too. But in o: 
der to help fend off the charge at home that he is selling ou 
the Soviet empire in Eastern Europe, he may offer Mr Bush a 
deal: free elections in East Germany in return for the neutra 
ity of both Germanies, together perhaps with the withdrawa 
of all foreign troops from Europe by, say, 2000. Mr Gorb 
chev may then add a second uncomfortable offer: for the tw 
separate Germanies some day to become one, but with th $s 
same two conditions attached. 
Mr Bush need not clear his throat for long before he an- 
swers: a time when East Germans are struggling to win their 
freedom after 40 years of communist dictatorship is no time 
for East and West to start dictating their future to them. Neu- 
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; is something the Germans should be free to choose or 
eject for themselves. Indeed, any attempt to impose it would 
probably have a deeply undesirable effect: if Germany, par- 
‘ticularly a reunified Germany, had nobody's protection, it 
Would build a powerful army of its own, quite possibly with 
‘nuclear weapons, to defend German interests. No other Euro- 
peans want that. 

^ Some, believing that “Gorbachev is as good as we'll get,” 
may argue that the West should give Mr Gorbachev some- 
thing big to mollify his critics. What of an offer, were Mr Gor- 
 bachev to make it, of "we'll pull out our troops if you pull out 
yours"? There should be no such deal. For the moment, west- 
ern troops are in West Germany, Soviet troops are in East 
Germany, and all the wartime allies are in Berlin, because the 
reat east-west chill after the war meant that no peace treaty 
was signed with Germany. But when a peace conference is 
onvened, and that may be soon, everything changes. It is 
hen up to the two Germanies, not the two superpowers, to 
lecide whether and which foreign troops should stay on. 
oth West Germany and its western neighbours, living along- 
le a still unstable, internally divided Soviet superpower, are 
ely to find reassurance in some foreign hand-holding. 

` А tactical reason for saying “по” to a deal of complete 
nutual withdrawal is that, barring violence, East Germany's 
olution seems for now to be leading to something the West 
could find much easier to live with: two separate German 
states, both no doubt sticking to their present alliances for a 
me, but with East Germany recovering its freedom and 
entually its prosperity. Inevitably, like Poland and Hun- 





gary, that sort of East Germany will look increasingly west- 
wards for aid, trade and much else. Over the years, if 
perestroika takes hold in the Soviet Union, that is the way 
Soviet exporters will look too. In the meantime, the chief ben- 
efit for Mr Gorbachev is that, as the division of Europe heals, 
the prospects grow for deeper cuts in numbers both of troops 
(foreign and local) and of their weapons than either side had 
been expecting. Beyond that, the best the West can do for Mr 
Gorbachev is to keep the door open for a reforming Soviet 
Union to rejoin the world, and wish him luck. 


Await the German answer 

And then what? As East and West Germany draw closer, they 
may indeed want to share a single state. If the choice is made 
in freedom, the new Germany would probably seek its ideo- 
logical, political and economic home among the European de- 
mocracies (which by then might include at least Poland and 
Hungary too). That would still cause collywobbles in the 
West. Such a Germany would be not just an economic but 
also a political superpower in Europe. But if it could be v 
chored in the European Community, the prospect would 
more palatable to its neighbours. 

And the Russians? Western Europe's leaders will gather in 
Paris this weekend painfully aware that it is not they but Mr 
Gorbachev who is setting Eastern Europe ftee. Soon they may 
be asked to embrace Russia's former satellites in the Euro- 
pean Community. At the end of this cascade of happy out- 
comes sits the question: how to live alongside the Russians. 
That will be at the top of a new agenda. 
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HREE weeks ago Mr John Major succeeded Mr Nigel 
A Lawson as chancellor of the exchequer in what seemed 
the worst possible circumstances. Slowing growth, high infla- 
tion and a mounting trade deficit were the backdrop to a res- 
ignation that made jaws hit the floor in the City. The air was 
thick with predictions of a full-scale sterling crisis and further 
rises in interest rates; a slump was immediately pencilled in 
for next year, to be followed by a Labour victory at the next 
election. But three weeks is a long time in economics. 
-© The sterling crisis did not come. Interest rates stayed put. 
‘On November 15th Mr Major’s first big policy announce- 
‘ment, the autumn statement, was well received in the finan- 
cial markets—that is, their reaction was gloom rather than 
panic. The notorious Lawson blip, it seems, was not in infla- 
tion (that particular “blip” has already lasted more than a 
year) but in the fuss that greeted his departure. 
-. Do not count on it. Mr Major deserved some luck, and 
fortune has granted him a breathing space. But the govern- 
‘ment’s economic policy is running on empty. Despite his fail- 
ures, Mr Lawson had the respect and confidence of the 
City—and he had won it because he was usually willing to do 
he tough thing at the right time. That sort of credibility 
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Britain's new chancellor has cleared his first hurdle, but there is much worse to come 





needs a track record. By definition, Mr Major has neither. 
Instead, he is struggling to convince the financial mar — 
that (a) he agrees with both Mrs Thatcher and Mr. амла 
about everything and (b) policy will continue as before. Awk- 
wardly, (a) is impossible and (b) all too plausible. The likely 
result will be a memorably dreadful 1990. 


More discretion than valour 

Mr Major has used the autumn statement to play for more 
time. He said nothing about the mix of fiscal and monetary 
policy next year. Instead he laid out public-spending plans for 
the financial year starting next April that look tight, though 
not quite impeccably Lawsonian. They provide an increase of 
£51) billion over earlier plans. This will add up to 39% of 
apr, slightly higher than the 3834% of GDP projected for 
1989-90. This is untidy. Ministers say it was not politically 
feasible to maintain Mr Lawson’s cherished downward trend 
in the spending-to-GDP ratio: Mr Major had to keep theit 
promises to spend more on the National Health Service. 
roads, railways and low-income housing (see page 75). Oh yes 
and a nice chunk of cash for a new "climate«change centre" 













- round might easily have been worse. 

The Treasury's new economic forecasts came as a bigger 
surprise. Across the board, they are a good deal gloomier than 
those of outsiders: GDP growth next year of 114% (compared 
with the City's average guess of 2%); inflation of nearly 6% in 
the fourth quarter of 1990 (against a City consensus of 5%); a 
current-account deficit of £15 billion to follow this year's £20 
billion (the City says 1312 billion on the heels of £17!/ bil- 
lion). That looks bad enough, but there's worse. Exclude oil, 
and the Treasury is expecting the economy to grow by just 

‚34% in 1990, after growth (on the same basis) of 3% in 1989. 

a hard landing by any standards, and a full-blown re- 

cession is well within the forecasters' margin of error. 

< As this vision unfolds, the holes in the government's eco- 

| nomic strategy will again loom into view. As demand crum- 
<- ples, output is likely to follow, at least for a time. Indeed this is 

`. already happening: in September, manufacturing output sur- 
` ‘prised the forecasters by falling no less than 1.1%. Soon the 





























groans of Britain's businessmen will be howls of protest. 
interest rates to prevent a slump, they will say, and Mr Мар 
will be sorely tempted to oblige. To do so before inflation. 
beaten would risk a collapse in sterling. But if the pound falls 
the Treasury's uninspiring goal of inflation at less than 696 b 
the end of next year will itself be in jeopardy. 

In other words, the immensely damaging conflict betwee 
Mr Lawson and the prime minister over monetary policy 
wholly unresolved. Mr Major might have used his autum 
statement to state his position—to say, when forced to 
choose, whether he will use interest rates mainly to influen 
domestic demand, or mainly to keep the pound stable. Ё 
decided to say nothing, offering only the usual platitud 
about the government's determination to get inflation down 
Next spring, when he presents his first budget, he will have: 
say much more about his plans for monetary and fiscal po 
If the markets let him stay on the fence in the meanti 
rather than punching him off it, he will be lucky indeed. 





-. America's Japanophobia 


Seeking revenge on Japan is not only mistaken, it also risks hurting America 


as much as it hurts the Japanese 


CONOMIC  nationalism—and its modern American 
form, blaming Japan for everything—has long been pop- 
ular on Capitol Hill. So far, the conversion of nasty words 
into protectionist action has been thankfully slow and rare. 
But the flames of anti-Japanese sentiment are now being 
fanned by a more worrying and dangerous group: the Ameri- 
can press. More worrying because the press is lending credi- 
bility to quarter-baked economic thought and is turning mis- 
understandings and exaggerations into supposed facts. 
. Dangerous because it threatens to influence public opinion 
. "exactly when the risk of words turning into actions becomes 
_ intense: when, after eight buoyant years, America’s economy 
. ws down and even risks sinking into recession. For it is in 
rd times, when unemployment is rising and profits are 
slumping, that the ghosts of the 1930s’ depression-through- 
protectionism walk abroad. 
In the past few months more and more American publica- 
tions—including Business Week, Newsweek, the New York 
Times and the Washington Post—have played host to views 
that Japan's markets are closed, that Japanese institutions are 
“buying up” or “invading” America, that Japanese invest- 
-. ment is bad and that Japanese perfidy is responsible for much 
of America's trade deficit. As a remedy, the latest issue of the 
- Atlantic Monthly proposes a 20-25% across-the-board tariff 
on imports from Japan. - 
^. This, and pressure of the conventional Capitol Hill sort, 
is goading the Bush administration towards a tougher trade 
. policy. No official is yet proposing a tariff, but what they seem 
to be touting is even less sensible than that: a return to “vol- 
untary" export restraint by Japan and artificial attempts to 
make Japan import more second-rate American goods. Japa- 
nese officials already feel obliged to twist arms in the coun- 
's car industry to make it abandon or scale down new in- 
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vestments that might sustain or increase exports. Mistak 
though a tariff would be, at least it would go to the Americ. 
taxpayer while prices would be left free to drive markets. 
The view of Japan that is buzzing around America uses 
mistaken premise to yield a misguided and damaging concl 
sion. The premise is that Japan’s economy and society work 
a way so different from other developed countries that Japan 
must be handled differently from other trading partners. Т! 
conclusion is that the method should be “managed trade 
the bilateral negotiation of levels of exports and imports. 
tween governments, sector by sector. The unstated and u 
tested assumption is that this would be good for America. 


Different, but not that different 


Japan is indeed different from other countries. It would be 
duller if it were not. But it is not so different that it has т 
pealed the laws of economics. Its political structure is untisu: 
the same party in power for 40 years, a weak prime mini: 
bureaucrats ruling the roost, close relations between big b 
ness and the government, even a surprisingly prominent: 
for gangster groups. Many anecdotes show how s 
powerholders do their best to enrich themselves and to mai 
tain their hold on power (nothing irrational about that), 
how those efforts can involve protectionism. But listing su 
anecdotes and describing that power structure is reminise 
of reports about America written by Russian journalists d 
ing the cold war: accurate but grossly misleading. 
The fact is that Japan's economy does respond to mark 
forces. Japan is the most brilliant follower of market forces 
the world. Its success since the 1950s has lain precisely in; 
ability to spot what it is competitive at making, and the 
make lots of it and well. Its consumers are as eager às 
other consumers to buy nice things at low prices. In а 
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cases, protectionist rules (such as a ban on rice imports) deny 
them that option. But mostly they buy what impresses them. 
That is why, now that many Japanese feel rich, they are 
responding to wealth just like other rich people: they are buy- 
| ing West German cars, Italian suits, American hand-made 
_ shoes, holiday trips to the South Pacific. The strong yen has 
since 1985 brought in a flood of imports of manufactures, 
mainly from other alert Asian countries. That is why Japan's 
current-account surplus has fallen by 30% from its peak in 
1987. It is also why Japanese firms have been rushing to build 
factories abroad: faithful to market forces, conscious of the 
hot pursuit of Asian “dragons”, they know that in many in- 
 dustries it is no longer competitive to manufacture in Japan. 

_ The adjustment in Japan's trade surplus is taking place, 
though slower than many Americans would like. Its progress 
is slowed by America's own insistence on keeping its savings 
low and its domestic demand strong with a budget deficit that 


Ninth time normal 


А à N India goes to the polls next week, it will twice give 
| V V the lie to pessimists about the third world. The first way 
is familiar. For the ninth time since India became indepen- 
dent, its voters will be deciding in a free election whether to 
keep the present rascals in power or give a different lot a try: 
proof again that poverty in the form of a GDP per head of $300 
a year and a 55% illiterate population is no bar to democracy. 
‘If events turn out a bit messy, don't be too censorious: with 
half a billion people going to the polls, it is as though all the 
countries of North America and non-Soviet Europe were vot- 
ing at once—which might turn out worse than messy. 

.. The second cheering aspect of India's election is new. All 
those previous polls were either foregone conclusions, with 
the Nehru family's powerful Congress party facing a fractured 
Opposition, or referendums on some national cataclysm (like 
those in 1977, after Indira Gandhi's "emergency rule”, and in 
1984, after her assassination). This time Mr Rajiv Gandhi's 
Congress party has to contend with a united opposition un- 
der one of his former cabinet ministers, Mr Vishwanath 
Pratap Singh. There are issues, but no crisis. This election is, 
in short, a contest between two credible alternative govern- 
ments. India has grown up. 

That does not seem to be a help to Mr Gandhi, perhaps 
because he has not satisfied early expectations. The India he 
` inherited from his murdered mother five years ago was a dis- 
appointment, at least in economics. Choked by nearly four 
decades of socialist orthodoxy, red tape and corruption, it 
was performing far below the potential its high savings rate 
and its wealth of physical and human resources gave it. 

-= The economy still performs beneath itself. But even the 
modest liberalisation that Mr Gandhi went for during his first 
two years in office has borne excellent fruit. Real GNP has 
grown each year by 696, manufacturing output by nearly 996, 
export volumes by 1096 (for decades that rate had been 396). 
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This Indian election is the first fought between equals, undistorted by crisis 
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is partly financed abroad. Once that deficit goes, or once 
there is an American recession, the change in the trade pic- 
ture will be rapid indeed. But recession may lead misinformed 
Americans to respond in exactly the wrong way: by blocking 
Japanese imports on the assumption that this will help Ameri- 
can industry reassert itself. 

It will not. American business is not simply the victim of 
unfair "structural impediments" in the Japanese market. 
Look at the world market, which must be considered a level 
playing field for any industrial contest between America and 
Japan. That is where Japan's prowess can be fairly judged. 
There—and not just in the bilateral tally—is where America's 
trade performance disappoints. American business needs the 
stimulus of open competition to have any chance of keeping 
up with the world's best. Better to run against the reigning 
champions than to feel good in your own, second-rate, insu- 
lated Olympics. 





These are not dry figures for millions of Indians who have 
started to enjoy colour televisions, cars and other consumer 
goods they could not have even dreamed of ten years ago. 

Yet the voters' material well-being does not seem to. be 
uppermost in their minds. If President Bush had problems 
with “the vision thing", Mr Gandhi has problems with “the 
values thing". This is why he is struggling to stop the election 
slipping away from him (see page 29). City-dwelling Indians 
tell the opinion pollsters that, while they have more consumer 
goods, and though they believe their children's lives will be 
better than their own, they think their own parents led better 
lives than they do. This curious mix of relative prosperity, 
optimism and disgruntlement partly reflects the confusion 
that comes with any rapid change. But it also shows how `“ 
Gandhi has failed to stand for the kind of society and gov..... 
ment many of his countrymen want. 


Singh's song 

This is where the opposition's campaign has been most effec- 
tive. Mr Singh and his men talk about the subversion of insti- 
tutions like the judiciary and the civil service, and about the 
government's manipulation of religious strife. Above all they 
talk about Bofors: a defence-procurement kickback scandal 
that has become the symbol of the corruption that stretches 
without interruption from the top of the Congress party to its 
nastier lower reaches in the poor countryside. 

The hapless Mr Gandhi inherited much of this trouble 
from his mother's nose-in-air rule. Yet the haplessness is his 
own failure. He has been indecisive and inconstant. He 
liberalised the economy for two years, then lost interest; he 
agreed on a deal to solve Punjab's vicious Sikh-Hindu con- 
flict, then reneged on it when it seemed electorally expedient 
to do so. Most serious, he fulminated against his own party's 
bossism and corruption four years ago and then did nothing 
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Nothing succeeds 






Sir Peter Finley, 
OBE, DFC, Chairman. 


The growth at Boral continues. 
After 43 years of outstanding 
performance, Boral is one of 

Australia’s largest and strongest companies. 

The Boral Group is a leading supplier to the building 

and construction industries, a 
lajor force in energy and 

resources, and has a strong 

presence in manufacturing. 
Boral is also proud of the 

income it earns from overseas 

activities. The Company has 


320 












expanding interests in the United 240 
States, the United Kingdom, 
160 ——— 
- 80 - 
Boral Nedusa Baksteen clay brick plant, 
The Netherlands. 
Continental Europe, the Pacific PESE 
asin, and South East Asia. 85 86 


Results from 1988/89 show 
that increases in profit have now 
been recorded for nineteen successive years. Sales of 
. $43,625 million resulted in a net profit after tax and 
minorities of $A301 million. Earnings per share were 
42.2 cents. 

The year saw significant growth through acquisitions 
leading to expansion in the Group's main areas of activity 
particularly in Western Australia, Southern California and 








lay roof tiles 
from United States 
Tile Co, California. 
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like success. 


Europe. The total cost of purchases was in excess of 
$A500 million. 

The Groups development strategy continued to 
focus on the process of internationalisation and market 
leadership: Boral concentrates on the industries it knows 
in every country in which it 
does business. At year end, 
assets employed outside 
Australia had risen to 22% 
despite a high level of new 
investment within Australia 
during the period. 


Mr. Bruce Kean, Managing Director 


With the expansion of the 
Groups activities to nineteen 
countries, considerable effort 
was expended on maintaining 
and reinforcing the Group's 
underlying culture and basic 
philosophies. As part of this 
process, the commitment to providing high levels of 
customer service and quality assurance was reaffirmed 
at all levels of management. 

For a more detailed picture of Boral's success, 
copies of the Boral Limited Annual Report are available 
from Boral Limited, Norwich House, 6-10 O'Connell 
Street, Sydney, NSW 2000, Australia. 
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fix it. His is the record of a weak, if well-intentioned, man. 
The man who would oust him is an altogether different 
aracter: austere to the point of self-righteousness, where Mr 
Gandhi is prone to imperiousness and a taste for the good 
things in life; down-to-earth, where Mr Gandhi's British 
tones smack of the privilege of a spoilt boy. Mr Singh's cam- 
paign talk has contained plenty of populist nonsense. But, as 
Mr Gandhi's finance minister, he was the architect of the 
mid-1980s economic liberalisation; His proposals for a quick 
end to communal antagonisms, especially those in Punjab, 
command respect. He is, so far as one can see, an honest man. 
As prime minister, Mr Singh could turn out all right. 
The coalition over which he presides is more worrying. He 
leads a National Front whose main member is the Janata Dal, 
itself an alliance of four squabbling parties, and the Front has 
an electoral pact with two rather charmless allies. One is the 





Communists, the other the BJP, a Hindu nationalist group 
that talks menacingly of “justice and security to all, but ap- 
peasement of none" (meaning the majority Hindus firmly on 
top). If the voters reject Mr Singh, it will probably be because 
they doubt his ability to run such a peculiar coalition 
successfully. 

Mr Gandhi deserves а for changing the terms of In- 
dia’s debate: nobody in this election i is seriously calling for a 
bigger state role in the economy. It is. also a tribute to him that 
India’s voters seem secure enough to be weighing him against 
Mr Singh not on the basis of dynastic claims but only by com- 
paring the two leaders’ relative merits. Yet, even given the 
real doubts about Mr SE s ability to manage his allies, that 

dhi. Fc 


Congress party, Mr uen deserves to ui 




































on prosecutors to simplify their cases 


HE arrest of 11 people in connection with the County 
atwest/Blue Arrow affair confirms that London's docks 
90 and 1991 will be pretty crowded with a City class of 
т. Trials connected with the Guinness affair (remem- 
) and the Barlow Clowes collapse will be proceeding 
ame time. All will be long, horribly complicated and 
sive. Only one outcome is certain: plenty of judges, law- 
politicians and policemen will complain that juries are 

moxed by fraud. There will be clamour for changes in the 
ay fraud and other securities trials are conducted. The cry 
ill be heard that juries should be abolished for tricky fraud 
ses. Leave them, it will be said, to a judge and a couple of 
xpert assessors. 

There are changes that could and should be made in the 
onduct of financial trials in Britain, but this is not one of 
them. Any extension of non-jury trials to special sorts of cases 
would be the thin end of a dangerous wedge; next stop, offi- 
ial secrets? The question is whether jury-abolitionists have 
made a credible case for treating fraud differently from other 
times. So far they have not. Our straw poll of lawyers—pros- 
~utors and defenders—suggests that juries in fraud cases usu- 
ally get it "more or less right” on the evidence presented; and 
that judges and experts would not necessarily do better. 


itness for the prosecution 


Fraud is about dishonesty, and in English law the standards of 
honesty by which the accused are measured are those of the 
ordinary man. Experts and judges may be called many things, 
but not ordinary men. Juries acquit alleged fraudsters, be- 
ause they believe that by the jury’s standards of honesty the 
endant is innocent as charged on the (admittedly often 
ewildering) evidence presented. That is the nub of the prob- 
m with fraud cases. Much evidence is laid before the jury by 
ften incompetent prosecutors in ways that are needlessly 
confusing and complex. The basic change should lie there. 
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ury-tampering in the City 


ity fraud trials should remain decided by 12 honest jurors. The onus 








Many of the reforms of judicial procedure suggested by 
the Roskill commission on fraud in 1986 have been imple- 
mented. For example: in serious fraud cases the preliminary 

“committal” proceedings are dropped; a defendant must give 
a formal statement of defence (which runs contrary ti 
right to remain silent); at a pre-trial hearing, barristers 
argue points of law before the jury is called in. At such. 
trial hearings, prosecutors, who tend to throw the book at 
alleged fraudsters, might be persuaded to whittle down their 
charges to a more manageable level. The Guinness pre-trial 
hearing kicked off in September with 117 charges and 25, 000 
prosecution documents. 

If prosecutors could get a conviction per metric tonne of 
evidence produced, such tactics would be logical. Juries help 
make sure that they are not. The job of any lawyer involve 
any case should be to present evidence in the simplest Pusar 
ble way. Prosecutors for fraud do not always do that. Why 
frame charges in the common law of conspiracy (complicated 
and hard to prove) where a simpler, lesser charge, say under 
the Theft Act, could be brought? This could shorten the trial, 
and stand a better chance of gaining a conviction. Bringing 
lesser charges is common in other crimes: manslaughter and 
not murder; careless (not reckless) driving. 

More needs to be done to speed up trials, in the interests 
both of prosecution and defendants, Charges should be 
brought within 12 months of a complaint, and the case fully 
assembled and presented to the defence within 48 hours. 
Faster throughput from charge-room to court-room depends 
on a shake-up of the judicial timetable. One change could be 
made immediately: lengthen the 4!4-5-hour working day of 
judges, and give them fewer holidays. Judges sit for four terms 
each year. With holidays, this works out at an average of less 
than 20 hours a week equ alent to tl е shifts worked by a 
weekend barman. NL 
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Progress is one of our longest traditions. 
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Now that we've brought the new 747-400 into 
service, we are once again one of the first airlines 
to fly this modern jumbo jet. 

We are doing this because we consider that only 
the best is good enough for our passengers 

And, in our business, the best means the latest 
aircraft. They guarantee the highest degree of 
reliability and the most comfort. 

Incidentally, this is nothing new but has been 
our policy for the last 63 years. In other words, 
since Lufthansa was founded. The confidence 
placed in us by the 19 million passengers who 
flew with uslast year shows that we are on the 
right course. 


Lufthansa 
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The proof of a bank's capability lies in its and a fully integrated Asian and global network gives 
performance. us the kind of financial muscle, international expertis. 
Ours in Asia emanates from the relationships and local market know-how that only a handful of 
we build with our clients, the extent of our global banks are able to rival. 
network, and the range and depth of the Then there are the Chase people. Professional 
professional expertise we are able to deliver. who can harness Chase's resources on behalf of 


A Total Capital Base of more than USSlIbillion ^ their clients to create tailored financial strategies 





The Chase Manhattan Corporation 
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and deliver effective financial solutions. techniques (executing the first transactions in a | 
It's our combination of size, international number of Asian countries). We've advised and 
network, specialized industry knowledge and our arranged a number of cross-border mergers and 
approach to client relationships that helps set acquisitions, structured major project financings, | 
Chase apart from other financial institutions. debt for equity conversions, and more. 
In Asia, we've led the way in developing But when it comes to proof of performance, 
a whole new array of risk management transactions speak louder than words. 
j 1 
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Our motto is more than pretty words. It’s the fabric of our business. 

We make advanced construction equipment, presses, lasers and robots: intelligent machines, 
for enlightened users. Komatsu technology is designed to meet local needs and global concerns for 
the environment. And build better communities without sacrificing the quality of life. 

At the same time, we support open markets through cooperative ventures around the world. 
Wherever we go, Komatsu seeks local partners to share the benefits of technology and prosperity. 
We take part in community life as a neighbor. And we also sponsor quality 
imports in our local markets, at home in Japan. 

That’s just a sample of how one company works for the world. 

Modest efforts, for mutual rewards. Consider how much we can accomplish 
if we work with care, patience and imagination. Together. 


he KOM AT Su Head Office. 2-3-6, Akasaka. Minato-ku, Tokyo 107. Japan 
Telex:J22812 Phone: (03) 5561-2617 Cable:KOMATSULTD 














/THE SOVIET ECONOMY 





The hard road from capitalism 


to capitalism 
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IKHAIL GORBACHEV is in trouble: 

from nationalist upheavals, from con- 
:-вегуайуе critics, but above all from a finan- 
| cial crisis born of decades of economic bun- 
"ng. Even if Stalin had never existed, 
mmunism stands condemned as a histori- 
“cally unnecessary stage on the road from 
capitalism to capitalism. It promised the 
moon. It cannot even deliver a pair of jeans. 

The essence of Mr Gorbachev's trouble 

is a vast over-supply of would-be consumers’ 
savings—the equivalent of nearly nine 
months’ national income. To deal with it, 
the Soviet government is introducing a sta- 
bilisation programme which, though: piece- 
‘meal, is the most sweeping it has ever under- 
taken. If this works, it will set the country on 
course to compete in the world economy. If 
not, perestroika will be in ruins, and Mr 
"Gorbachev's dreams with it. 

His long-term aim is simple: to make the 
Soviet economy internationally competi- 
tive. The introduction of market mecha- 
nisms is a means to that end. But even if they 
worked, which they do not yet, the structure 
on which they have to operate is hopelessly 
backward. The Soviet Union has barely be- 
in to discover the sources of competitive 
vantage found in Western economies. 
First, innovative small firms. In the 
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e ; As thë Berlin Wall crumbles, so does the Soviet economy. Communism has 
failed because it cannot deliver the goods. Can Mr Gorbachev? He’d better 


West, small, even tiny, companies have in- 
vented personal computers, pioneered new 
kinds of management and provide many of 
the consumer trifles that people in commu- 
nist countries can only. dream of. The 
United States has over 5m firms employing 
fewer than 500 people, and the average size 
of companies there is falling. In contrast, the 
Soviet Union has only a few tens of thou- 
sands of such enterprises. On average, its 
"companies" employ about 1,000 people. 
This in itself is one reason why the Soviet 
Union is so short of consumer goods. 

The lack of small companies both causes 
and springs from a basic weakness in the 
economic system: in conditions of universal 
shortage, the only way to guarantee the sup- 
ply of essentíal spares or components is to 
make them yourself. So 7096 of machine- 
building enterprises produce their own cast- 
ings, 6596 their own finished metal plates, 
5096 their own instruments, and so on. The 
parts thus made cost two or three times as 
much as those made by the few specialist 
companies that do exist. But the specialists' 
growth in turn is stunted by their potential 
customers' doubts that the products will ac- 
tually be there when they are needed. 

A second source of competitive advan- 
tage in the West is stock control. Every 











company in the capitalist wo 
about just-in-time delivery. Тоуб 
pany that invented it, keeps on 
one hour's worth. of stocks, Ir 
plants, some stocks have to la 
because that is the length of time | 
deliveries. (And even so the bigg 
maker, Auto-vaz, which builds es 
gliatti, keeps a fleet of six aeropla 
two helicopters just to bring in parts to s 
the production line grinding to a. 
Stocks in Soviet state enterprises ar 
over 400 billion roubles, equivale 
80% of utilised national income—well o 
twice the American figure. 
Third, consider two recent: Биг 
of good business practice--tirae and fle 
ble manufacturing. Time is a sour 
competitive advantage because mi 
the West change so fast; the com 
cannot implement decisións quick 
behind. Flexible manufacturing mean 
ability to switch output easily from 
product to another. Both these t 
quire continuous updating of manufac 
ing technology. In America, about 5 
capital equipment is replaced every year 
Japan more like 1096. In the Sovier L 
the share is under 296. In other wor 
typical piece of Sovier factory equip 
more than 25 years old. 
Yet, paradoxically, over the past: 
years, an average of 150 billion rounh 
year has been invested in heavy ine 
Overall, investment gets around 40% « 
tional income. No other country in. E 
world has ever reached such a level. 
What is going on? The answer is th 
firms cannot slow down their produc: 
lines to work on upgrading equi 
cause planners insist on unrea 
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Building the Soviet Union 


targets. Managers therefore spend invest- 
ment roubles building brand-new factories 
alongside old ones, even though this usually 
results in higher production costs. 

Nearly three-quarters of all Soviet in- 
vestment is being misdirected towards en- 
ergy, raw materials and the army—relatively 
unproductive areas. The result is that the 
use of capital investment is stunningly inef- 
ficient: the Soviet Union has 1.7 times as 
much capital stock per unit of output as the 
United States. This means, for instance, 
that it has 300,000 construction projects un- 
der way, excluding housing. The average 
number of workers per project is 12. So it 
takes about 12 years to build anything in the 
Soviet Union, compared with two or three 
years elsewhere. No wonder western compa- 
nies are shy of investing in the Soviet mar- 
ket. They have better things to do with the 
next 12 years than wait for their factory to 


be finished. 


Hercules wanted 


Surprisingly, there is widespread agreement 
on how to cleanse these Augean stables (sur- 
prising, given the arguments now raging 
about price reform and a convertible cur- 
rency). Though markets remain rudimen- 
tary, a kind of non-market supply-side revo- 
lution is already in the making. Over the 
next ten years, the Soviet Union will strive 
to set up a mixed economy with 50-60% 
public ownership and the rest privatised 
through share-ownership schemes. This is 
already beginning in agriculture, with the 
growth of what are called leasing arrange- 
ments, under which parcels of land or par- 
ticular tasks in collective farms are con- 
tracted out to farmers. 

In the retail and building trades, the 
growth of co-operatives is an even bigger 
reason for optimism. Most people think co- 
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operatives have been a failure, because ev- 
eryone from the chairman of the Supreme 
Soviet to the man on the Moscow trolleybus 
complains about them. Yet in 1987, when 
they began, co-operative turnover was about 
2 billion roubles. In 1988 it was 6 billion. 
This year it will be 25 billion-30 billion, and 
next year, unless the system is strangled, it is 
likely to be 50 billion—one-eighth of total 
retail sales. The top three supermarkets in 
Britain account for about one-eighth of total 
retail turnover, so this is the equivalent of 
setting up Sainsburys, Tesco and Marks & 
Spencer combined in just four years. 

This rapid growth is doubly important. 
First, it creates the small companies that are 
now lacking. Second, it blurs distinctions 
between public ownership and private, thus 
pushing over ideological barriers to reform. 
Legislation now before the Supreme Soviet 
would permit quasi-private ownership of 
property, the leasing of industrial equip- 
ment and the creation of joint-stock compa- 
nies. All this will begin to solve one basic 
problem, the structure of the economy. 

An emergency stabilisation plan ad- 
dresses another problem, unproductive 
over-investment. The finance minister, Mr 
Valentin Pavlov, has bravely decided to cut 
capital spending by 3096 next year. Invest- 
ment in energy industries is to fall by no less 
than 4096. The defence budget, a greedy 
eater of capital, will be cut by 1496. 

The proposed switch from producing 
capital goods to consumer goods will be a 
huge change, and, given the need to retool, 
is likely to prove harder and take longer 
than planners hope. Most experts reckon 
the investment cuts are unrealistic anyway, 
because entrenched bureaucrats will always 
find ways of spending—the oil minister al- 
ready claims his industry is “falling to 
pieces" for lack of cash—and because they 


will lead to more unemployment (whose ex- 
istence is at last being officially admitted: in 
the worst-affected regions, central Asia and 
the Transcaucasus, the jobless rate varies 
from 16% in Kirgizia to 28% in Azerbaijan, 
areas that are already in turmoil). 

Nevertheless, given how much of the 
usual capital investment is unproductive, 
the cuts may not have the dire effects many 
people fear. And they have a clear benefit: 
money previously spent on roads, guns or 
machine tools will now make toys, cutlery or 
other things that people actually want, and 
will thus mop up some of those pent-up rou- 
bles. According to Mr Nikolai Shmelev, a 
radical—and influential—economist, every 
fall of one percentage point of GNP devoted 
to investment can be transformed into a 
two-point rise in consumption. 

It will be harder to cut the dead weight 
of inventories. These have fallen from their 
peak of 1985, but are still too high. Gett 
down to the West would consider nort 
levels will take years because enterprises will 
go on stockpiling their own spare parts until 
they can rely on buying them elsewhere. 

What is needed is a market between 
companies. This is growing, but only slowly, 
because the “state order "—the amount that 
government ministries buy from factories— 
still accounts for over 7596 of total output. 
The government hopes that figure will fall 
next year, when some areas of the country 
go over to a system of regional cost-account- 
ing. This will delegate decision-making to lo- 
cal authorities, and so will break up today’s 
cosy deals between ministries in Moscow 
and “their” factories. Mr Agan Agan- 
begyan, another economic Gorbachev's ad- 
viser, thinks the state order will fall to 3096 
next year. Even if it falls only half as much as 
that, this still implies a huge cut in the 
amount of unnecessary stock-building. 

Note that all this stops far short of a 
market: most prices, interest rates and cré 
will still be fixed by the government at lc. 
until 199] (though Soviet officials have al- 
ready discussed a gold-backed convertible 
rouble, a big step toward market reality, 
with America's Federal Reserve Board). In 
the long run, the lack of elementary market 
mechanisms will unquestionably undermine 
efficiency. Without price reform, for in- 
stance, factories will continue to use too 
much cheap raw material (they use twice as 
much energy per unit of output as do their 
American equivalents). But, as Mr Gorba- 
chev remarked recently: 


L know only one thing. That after two 
weeks of such a market, people would be on the 
streets, and it will smash any government. 


Facing recession 

He has reason to worry. The Soviet Union is 
facing a full-blown recession and the possi- 
bility of sporadic industrial breakdown. In 
the first quarter of the year, GNP was suppos- 
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edly 5% higher than in the first quarter of 
1988; in the second quarter the correspond- 
ing growth was 2.1%; in the third quarter 
zero. Bear in mind that these official statis- 
tics generally overestimate growth by 2 or 3 
percentage points, because they take no ac- 
count of hidden inflation. In other words, 
the economy is shrinking. 

The immediate cause of all this is the en- 
ergy industry. For the ten years before Mr 
Gorbachev came to power, 1974-84, almost 
all the rise in the country’s national income 
was attributable to a rise in energy output 
and to increased sales of vodka. Oil produc- 
tion in the first nine months of 1989 
is running 2.5% lower than last year, 
coal production is 5.5% down. This 
is causing industrial chaos. The steel 
ministry has been refusing to supply 
steel to the railway industry, because 
the railway ministry failed to supply 
enough trains to the steel ministry. 
The coal ministry is complaining 
about the same thing. The steel and 
railway ministries in turn say it is all 
the fault of the coal ministry, be- 
cause it did not send them enough 
coal, thanks to this summers’ strikes. 
And so on—and, for once in Soviet 
official history, they are all probably 


Despite the enormous amount 
of goods in stock, the supply system 
is near breaking point. All this is not 
affecting output only. Over half of 
exports come from oil. The other 
main export item, accounting for 
about a quarter of the total, is mili- 
tary equipment. This will fall, be- 
cause of cuts in the defence budget 
and the conversion of military fac- 
tories to civilian use. Meanwhile im- 
ports are rising because the govern- 
ment is importing consumer goods 
to placate the miners and other an- 
gry industrial workers. The country 
is heading for its first trade deficit 
since 1974. 


Embarrassment of riches 


Against a background of recession, trade 
deficit, visible unemployment and labour 
unrest, therefore, the Soviet Union is about 
to embark on the most dangerous stage of its 
economic reform: dealing with its financial 
crisis. 

The total savings of Soviet citizens, it is 
estimated, amount to about 460 billion rou- 
bles. This is more than the amount of retail 
trade in a year. Some of those savings are of 
the normal kind: for a house, a car, or retire- 
ment. But most (perhaps 200-300 billion 
roubles) are a sort of delayed demand: mon- 
ey stashed away because there is nothing to 
buy. This monetary overhang is the biggest 
danger for the economy. If people ever 
could use their savings to bid for goods—ie, 
if retail prices were freed— it would cause 
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triple-digit inflation. That is the main rea- 
son why price reform has been so often 
postponed. 

Even now, when savings cannot be 
spent in state shops, they can go into the 
black market. The result is a flight from the 
rouble to dollars, an increasing amount of 
barter trade, and rampant corruption. The 
measure of the problem is that the govern- 
ment reckons it has to take the equivalent of 
nine months’ demand out of the economy. 
For the past four years, Mr Gorbachev has 
instead been making things worse by print- 
ing money to stave off recession, money 





But there’s hope 


which went into savings because the con- 
sumer goods to mop it up were not available. 
Now he is being forced to slash demand in 
the middle of a recession. 

Next year, the budget deficit is to be 
halved. The remaining deficit will be fi- 
nanced by the sale of government bonds 
(bearing a 5% coupon, which is above the 
officially estimated level of inflation but be- 
low the real one). And companies other 
than those making consumer goods face pu- 
nitive taxes if they increase wages by more 
than 3%. 

In normal circumstances, this would 
count as a tough austerity programme. But it 
is not tough enough. It will do no more than 
stop the flow of savings, 60 billion roubles a 
year; it does nothing to chip away at the 300- 
billion rouble stock of savings. And money 


supply is still rising. So the government has 
to find other ways of reducing the monetary 
overhang. 

Various solutions are on offer. First, a 
savings-destroying currency reform of the 
kind introduced in West Germany after the 
second world war. Savings up to, say, 5,000 
old roubles could be exchanged for new rou- 
bles at one to one. Then, for savings up to 
10,000 roubles, it would take two old rou- 
bles to buy one new one, and so on. 

Or, second, a new round of piecemeal 
measures: a further issue of government 
bonds at higher interest rates; special bonds 
repayable not in money but in kind 
(people would lend the government, 
say, 10,000 roubles and in five years, 
time would be repaid with a car); im- 
porting $5 billion of consumer goods 
and then selling them in state shops 
at black market rates, thus—at least 
initially—mopping up 10-15 roubl 
for every $1 spent. 

Third, what about a further in- 
crease in the state’s monopoly sales 
of alcohol? That may sound trivial, 
but it is not: in the early 1980s, be- 
fore Mr Gorbachev's anti-alcohol 
campaign, alcohol sales accounted 
for one-sixth of all retail sales. The 
anti-alcohol campaign has had pre- 
dictable results: a growth in organ- 
ised crime, moonshining on an in- 
dustrial scale and lower tax revenues. 


Under pressure of time 


At the moment, the government is 
fearful of destroying savings over- 
night with a currency reform, and it 
thinks there are enough drunk Rus- 
sians encumbering the shopfloor al- 
ready. So it will almost certainly opt 
for piecemeal proposals. These.will 
take far longer to work, and the gov- 
ernment does not have much tim 
With the supply system already ne... 
breaking point, what happens if mil- 
lions of workers again take to the 
streets incensed by recession on top 
of basic shortages? Or if the railways grind to 
a halt? Or if a harvest failure next year leads 
to localised famine, a scary thought that 
worries the country’s top agricultural scien- 
tist, Mr Vladimir Tikhonov? 

The most plausible result would be a 
universal rationing system, ostensibly for a 
short time, but in practice hard to reverse. 
Everything from steel girders to knives and 
forks would again be subject to planning 
controls. Already basic foods are being ra- 
tioned in one-third of the Russian republic. 
Shortages are so bad that television sets and 
other goods available at workplaces are be- 
ing auctioned. The ordinary retail system is 
breaking down. If this rationing system were 
extended, it would be the end of economic 


reform, and maybe of Mr Gorbachev. 
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The loneliness of Rajiv Gandhi 





FROM OUR SPECIAL CORRESPONDENT IN INDIA 


R V.P. SINGH likes to compare In- 

А dia's prime. minister to a taxi. It is 
^. time, he tells the crowds on the campaign 
... trail, for them to decide whether Mr Rajiv 
Gandhi should have his licence renewed. 
< Would they renew his licence, Mr Singh 
^. asks, on price rises? On unemployment? On 
1? Each time the crowd roars back 









` belching smoke and creaking at every turn 
of the wheel. There can be no question of a 
licence renewal; Mr Gandhi will be getting 
his."goodbye warrant” instead. 

„Five days before the campaign ends on 
November 20th, and nearly two weeks be- 
fore the results are officially reported, that 
warrant seems increasingly within the grasp 
of Mr Singh's opposition National Front. 
The first remotely credible opinion polls are 
not due out until the end of the campaign, 
but the circumstantial evidence is bucking 
up Mr Singh’s supporters. His campaign 
caravan through northern India’s densely 
populated Hindi-speaking belt—once the 
fuling Congress party's reliable strong- 
г hold—has been drawing big crowds on its 
progress from western Uttar Pradesh to Bi- 
har in the east. His crowds are small by com- 
parison with those of the dozen or so film 





(Stars hitting the campaign trail for both 


des; but they clearly outstrip Mr Gandhi's, 


^^. n one or two occasions the prime minister 


has:walked away from a meeting rather than 
..' speak to an embarrassingly sparse audience. 
— Mr. Gandhi's confidants assure you 
< that, after some early worries about Uttar 
Pradesh, “the PM” is feeling optimistic. He is 
not acting it. Like his late mother, he dis- 
dains to talk to the press. In a country 55% 
iı illiterate, perhaps it does not matter much 
that it is Mr Singh’s words and pictures, 
-rather than Mr Gandhi's, that are found all 
over the papers. But Mr Gandhi's face is 
iso not seen much on posters: local Con- 
- gress party candidates are said to be reluc- 
i tant to identify themselves too closely with 
Віт. А sure sign that he is rattled came on 
. "November 14th, when he wheeled out a 
weary accusation that Pakistan was interfer- 
ing in the election. 

Perhaps. the Congress party is having 
-trouble getting to grips with a new style of 
lectioneering. The government shamelessly 
itomoted itself on India's two dull televi- 
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' Мг Singh declares that the taxi is 


sion networks before the election was called. 
Most of the telly campaigning, however, is 
carried out on video cassettes. (Someone is 
doing a great trade in mobile video vans 
equipped with 100-inch screens.) The oppo- 
sition's videos tend to be livelier. The cam- 
paign is expensive: the common guess is that 
$100m will be spent in all. The Congress 
party's fleets of new jeeps and handsome 
three-colour banners must account for 
much of that spending. 

The opposition's campaign has had a 
simple aim: to focus attention on the unpop- 
ular Mr Gandhi. The attacks are often vi- 
cious. Indian election campaigns boast a 
rich selection of sarcastic rhyming ditties in 
Hindi. One the opposition has had luck 
with begins, "Light faces, dark deeds": the 
first part being a swipe at the light-skinned, 
thus well-bred, prime minister (and at his 
Italian wife); the second part referring to the 
corruption the National Front says pervades 
the Gandhi administration. 

Corruption in the specific 
shape of the Bofors scandal has 
been a bonus for Mr Singh. The 
tale started with the Indian army's 
purchase of a large number of 
guns from the Swedish arms 
maker in the mid-1980s. Bofors 


Can Singh get a lock on Gandhi? 





paid “commissions” worth tens of mi 
of dollars to an Indian middleman to clic 
the deal. The opposition is pressi 
quite unproven innuendo that not 6 
Congress party’s coffers bur Mr Ga 
pockets were stuffed with Bofors cash. 

The scandal sums up everything 
Singh wants to say about Mr Gandhi, 
ture of a Bofors gun is usually featurec 
prominently on the opposition leader 
form than his own party's symbol. It 
corruption at the top and links it in peo 
minds with the extortions they suffer fr 
the Congress party's local strongearm | 
It may even remind people of Mr G 
taste for foreign opulence. With it Mr S 
can develop his theme that the values « 
dian society and government have been p 
verted by the Gandhi years, 

Mr Singh's campaign has been 
by the government's ham-handed 
dealing with a squabble berwe 
and Muslims in the northern 1 
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dhya. At first it allowed a fundamental- 


indu group, in violation of a court or- 
to start building a shrine there at the 
ite of a disused mosque. Three days later 
government halted the building work. 
he attempt to play both sides won the gov- 
ent no Hindu friends, and jeopardised 
secular reputation among Muslims and 
ther minorities (especially Sikhs, already 
furious over its handling of Punjab). 
_ Even the economy, which ought to be 
Mr Gandhi's proudest achievement, is be- 
ng turned against him. The opposition 
harps on steep price rises for staples like 
sugar and dried beans, and on unemploy- 
ment. This is unfair—overall inflation is 
now a manageable 7%, and on any given day 
only 7% of Indians are unemployed. Mr 
knows it. Yet it is he, Mr Gandhi's 
mer finance minister, who is managing to 
rake the credit for most Indians’ increased 
prosperity while blaming the prime minister 
or the economy's sore points. 
None of this has created that phenome- 
non beloved of politicians: a wave of popu- 
ar sentiment that crushes all before it to 
joint to a clear winner. Mr Gandhi counts 
n a better organisation than Mr Singh's, 
ind on people seasoned in national cam- 
ісп. More important, he can raise serious 
oubts about Mr Singh's ability to govern. 
_ The only time independent India had a 
non-Congress government was in a 1977-80 
oalition; it ended in a fiasco that involved 
any of the people now allied with Mr 
Singh. This time the opposition looks for- 
ally united. In 80% of the constituencies 
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the Congress party choice will be facing а 
single opposition candidate. But the Janata 
Dal, the main party in Mr Singh’s National 
Front, is itself a coalition of four groups. 
With the campaign in full swing, Mr 
Chandra Shekhar, a Janata Dal chieftain, 
publicly called this week for a return to full- 
blooded central planning for the economy. 
It was a clear bid to claim the prime 
ministership from Mr Singh should the op- 
position win. 

It could get worse. The National Front is 
contesting only 315 of the 529 seats up for 
election. To govern, it would probably have 
to form a coalition with one of its electoral 
allies, the Hindu-nationalist Bharatiya 
Janata party. Angered by the Hindu party's 
support for the Ayodhya shrine, and ap- 
palled by the associated massacres of Mus- 
lims, Mr Singh refused this week to address 
rallies for its candidates. If this is how an 
electoral "alliance" works, the voters may 
ask themselves how a government will. 

If Mr Singh pulls off a win, it will proba- 
bly come through a grand reversal of Indian 
politics: with Congress taking the south, 
where it is usually weak, but suffering the 
shattering of its northern backbone. Can 
Mr Singh do it? This being India, perhaps it 
is best to consult an astrologer. Mr Sri 
Anand, a Calcutta-based seer, was in Delhi 
this week to receive an award presented by 
the chief justice of India's Supreme Court. 
He predicted that the new government, a 
"peculiar combination of coalition”, would 
last 32 months. It would, he said, be headed 
by neither Mr Gandhi nor Mr Singh. 
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Beneath the whitewash 


; on OUR SPECIAL CORRESPONDENT IN RANGOON 


iX its broad avenues and crumbling 
colonial architecture, Rangoon is one 
\sia’s more charming capitals. This 
‚ by military decree, it is clean as well. 
The streets are being swept and the houses 
vhitewashed. Cleaning up the city is one of 
the few achievements of the military govern- 
ment that took power 14 months ago. Be- 
ind the whitewash, Burma—or Myanmar 
the army now calls it—is in a state of eco- 
nomic collapse. 

. The first moves from а misplanned 
economy towards a free market began in 
987 but have had dismal results. The price 
of rice has doubled since last year (see 
chart). The latest harvest is splendid, but 
y people cannot afford enough of the 
‘stuff to keep hunger at bay. Malnutrition is 
reported in the suburbs of Rangoon. 

. Inflation is high. The official figure is 
30%. But, in the way that economically in- 
ept governments have of making things 
worse, this one trebled the pay of civil ser- 


hon 






vants, and covered the bill by printing 
money. The country's foreign-exchange re- 
serves were $150m in July, but only because 
Burma has stopped repaying its debts to ev- 
eryone but the Americans. Factories, 


A staple luxury 
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The market baffles Saw Maung 


starved of materials, spares and lubricants, 
are working at 10% of capacity. The power 
station that provides two-thirds of Ran- 
goon's electricity has a crack in its turbine. 
At any moment the capital could be plunged 
into darkness. 

Who runs Burma? Ostensibly, the lead- 
er of last year's coup, General Saw Maung. 
Most Burmese assume that General Ne Win, 
the septuagenarian despot who ruled Burma 
from 1962 until his announced retirement 
in 1988, is still in charge. A grand pagoda 
being built in Rangoon is, according to the 
cynics, a penance for Mr Ne Win’s sins in 
carrying out his “Burmese Way to Social- 
ism". The new Burmese way is to encourage 
at least a few foreigners to invest in the 
country. Negotiations are likely to be con 
cluded this month for nine oil-exploratiot 
licences. On signature the government will 
collect up to $5m on each deal for starters. 

The government has even talked to peo- 
ple from the previously shunned mF. It re- 
ceived a special mission from the Fund, the 
World Bank and the Asian Development 
Bank at the end of October. These agencies 
are keeping their hands in their pockets un- 
til Burma shows it is sincere about economic 
reform. The government pegs the currency 
at around six kyats to the dollar. The black- 
market rate is 75 kyats to the dollar. The 
government seems to believe that overvalu- 
ation makes it easier to repay its debts. It 
does not, since the debts are in dollars and 
yen. Overvaluing the kyat simply makes it 
harder for Burma to export. 

The government has made some conces- 
sions. A shop in Rangoon run by Daewoo, a 
South Korean company, sells electrical 
goods either for dollars or for kyats—at an 
implied exchange rate of 80 kyats to the dol- 
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lar. The government has had to value its cur- 
rency realistically in trade with China. Yet it 
shrinks from the 90% devaluation which 
the IMF and others press on it. 

Burma has managed to strike a deal with 
Coca-Cola and with an Austrian company 
that plans to build hotels of a standard high 
enough for monied tourists. But foreign 
businesses are generally wary of Burma. Its 
new foreign-investment law says all the right 
things. But Burma had a law similar to the 
present one in 1959. Four years later Mr Ne 
Win nationalised many foreign firms with- 
out compensation. 

The country ought to be prosperous. As 
well as oil, it has teak, tin, lead, silver and 
the gold with which Burmese pagodas have 
been covered for a thousand years. Many of 
its citizens are well educated. In the bits of 
Burma where the free market is allowed to 
operate it does well. In Rangoon's Chinese 
-"arter, co ps are thronged with bet- 

. off Burmese tucking into samosas and 
sticky cakes. Street markets do a brisk trade 
in smuggled luxuries, like soap and paper 
from Thailand. By contrast, in the once 
grand Strand Hotel barely half a dozen tour- 
ists are in the dining room, even though the 
lobster dish is an absurdly cheap $1.20. The 
Strand is run by the government. 

"The government people would like to 
move to a market economy," says a diplo- 
mat, "but they simply don't know what such 
a thing would consist of." The United Na- 
tions Development Programme is trying to 
help: it proposes to spend $500,000 on 
teaching 25 civil servants the rudiments of 
the market idea. A good try, but it could 
take years before such a plan bears fruit. 

The army's more immediate concern is 
the parliamentary election it has promised 
on May 27th next year. It says the election 
will be free and fair. But many of the stu- 
dents who oppose the government are in 

. The two leaders of the biggest opposi- 
—-n party, the National League for Democ- 
racy, are under house arrest. One of them is 
Miss Aung San Suu Kyi, the daughter of a 
hero of Burma's independence war, Aung 
San. A number of political parties were 
ruled illegal last week. Government officials, 
teachers, state factory workers and lawyers 
are forbidden to take part in politics. 

Idiers are everywhere, riding around 
in new Mazda lorries bought with Japanese 
aid. The Working People $ Daily, Burma's 
official (and only) English daily newspaper, 
has intensified its attacks on the BBC and the 
Voice of America. A huge hoarding oppo- 
site the American embassy says, in Burmese 
and English, "Down with the minions of 
colonialism”. 

The army lifted martial law on Novem- 
ber 3rd in eight towns where law and order 
had been “improved”. The universities are 
expected to reopen soon for the first time 
this year. But, as in communism’s western 
p iue concessions will only encour- 





age demands for more. Last year the longing 
for freedom led to riots. "The conditions 
that produced those riots are not just still 
there," said a diplomat. "They are worse." 





Taiwan 


The bare facts 


FROM OUR CHINA CORRESPONDENT 


EMOCRACY is not part of Taiwan's 

history, so the shenanigans in the run- 
up to the island's first free elections, on De- 
cember 2nd, may be no cause for wonder. 
An 87-year-old, formidably rich, supporter 
of the opposition Democratic Progressive 
party has been found dead with his head 
split open. An independent candidate has 
been shot in the neck, an opposition office 
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Labour's choice 


burned down and a worker for the ruling 
Kuomintang kidnapped. Fortunately, Miss 
Hsu Hsiao-tan, of the tiny Labour party, is 
unscathed. Miss Hsu, a nude model by pro- 
fession, says frankly, "My breasts are the 
best campaign weapons." 

However unorthodox the campaigning, 
Taiwan's 12m voters will not wrest power 
from the Kuomintang. Only 101 of the 283 
seats in the Legislative Yuan, or parliament, 
are up for election. The rest are held by 
members who were elected on the mainland 
before the Kuomintang fled to Taiwan in 
1949 to escape Chairman Mao's communist 
army. As Mr Chang Chun-hong, the Demo- 
cratic Progressives' erudite secretary-gen- 
eral, notes, "Even if we win 10096 of the 
votes, we will still be the minority in the 
legislature.” 

To defeat the arithmetic, Mr Chang's 
party is concentrating most of its effort in 
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the simultaneous local elections for provin- 
cial assemblymen, county magistrates, may- 
ors and councillors in Taipei and id à 
hsiung. The idea is to seize enough power at 
the local level to be able to bargain effec- 
tively with the central government. 
But will it work? The Democratic Pro 
gressive party (by far the biggest of the 
opposition parties) has fratricidal tenden- 
cies. Mr Chang and the party's chairma 
Mr Huang Hsin-chieh, represent a main 
stream that has many currents. Mr Huang's 
predecessor (and cell-mate in the bad olc 
days of martial law), Mr Yao Chia-wen, 
heads a faction called New Tide. It is imp 
tient with Mr Huang’s softly-softly approach 
to Taiwanese independence. Last week Mr 
Yao went a dangerous step further by form 
ing the New Nation Alliance, openly ac 
vocating independence. This is sedition d 
the eyes of the Kuomintang, and a provoca 
tion to the communist mainland, which say 
it will invade if Taiwan gives up the shared 
fiction of a single China. 
A further sign of the party's ability tc 
damage itself is its treatment of Mr Ju Gao- | 
jeng, one of its 13 members in the prese! 
parliament. Mr Ju, known as Rambo for his _ 
violent antics in parliament, is the pai hi 
biggest draw. But he may now have to form 
his own party after being tricked out of se- 
lection as a candidate at next month's 5 
election. + 
The Kuomintang may be able to keep. 
the opposition's share of the vote down to | 
30%. It is skilful at stealing opposition is- 
sues—law and order, pollution, traffic (7m 
motorcycles and 2m cars and lorries for an 
island of 20m people): The government h « 3 
announced emergency housing loans of uj 
to NT$5m ($200,000) for the “snails vide 
out shells", the thousands in a middle-class 
society who cannot buy homes because 
house prices in Taipei have doubled in the 
past two years. 
Kuomintang liberals predict that three 
years from now the political transformation. 
of Taiwan will be complete: "natural attri- 
tion" (death) and attractive pensions will 
have removed almost all mainland members 
from parliament; Mr Lee Teng-hui, Taiwan- 
ese born and bred, will still be president; 
and a robust economy will at last be provid- 
ing a decent standard of living. In other 
words, why waste the future by voting foi 
the opposition? 1 
The answer may not please the ruling 
party. The nation is bored with 40 years о 
Kuomintang rule, of which 38 were repres 
sive. But if the answer is too loud, and the 
opposition vote too big, what then? The 
Kuomintang liberals, with their grand ide: 
of political reform, will be convenient sca 
goats for die-hard traditionalists. Unless, о 
course, the liberals—who include President 
Lee—react fast and blame the old guard for | 
not dying quickly enough. 

















Shades of Che 


HE Cuban revolutionary leader 

Che Guevara served his cause 
ong after he died. So may Rohana 
Wijeweera, who was killed in Sri 
Lanka this week. 

‘Both men died mysteriously. Gue- 
ara was caught while leading a revo- 
utionary group in Bolivia in 1967 
nd apparently executed on the spot, 

although the details are obscure. 

|Wijeweera was captured in the hills 

r Kandy, in central Sri Lanka, and 

d soon afterwards, although the 
etails are obscure. . 
< According to the army, Wijeweera 
as brought to Colombo, where next 
ay hé agreed to lead his captors to a 

el hideout in the capital. When 

ү. got there а comrade of Wij- 
weera shot at him. In the subsequent 

gun battle both men were killed, the 
rmy says. Their bodies were immedi- 
ely cremated. The army says that six 
ther lieutenants of Wijeweera were 
led this week and is claiming that 
is group is finished. 

ijeweera led the Jvp (Janata Vim- 
Peramuna, or People's Libera- 
Front). He was the son of a com- 
st and trained as a doctor (as did 
evara). before taking up politics in 
he mid-1960s. The original aim of his 
‘ront was the overthrow of the Sri 
nkan government and its replace- 
nent with a left-wing regime. But in 
ent years the Front has become na- 
ionalistic, and its ideology has be- 

ome less pronounced. 

It gained some popularity, espe- 
ally among the majority Sinhalese, 
y denouncing the government for al- 

ing Indian troops in to suppress 
he Tamil Tigers in the north-east of 
he country, claiming that Sri Lanka's 
ereignty had been betrayed. The 

Front was quite as ruthless as the Ti- 

gers. It accepted responsibility for nu- 

eroüs murders of government sup- 
porters. Through its trade-union arm 
dt. used strikes to damage the 
economy. | | 

Despite this, President Rana- 

singhe Premadasa said Wijeweera was 
а {тее man and invited him for talks. 
The rebel leader would clearly have 

n more use.to the government 
ve than dead. An upset Mr Prem- 
dasa has ordered an inquiry into 
ieweera's death. But without a 

у to. examine, the inquiry will 

ега hard time establishing.an ac- 


le truth. Already many people | 





р 
_ believe that Wijeweera is not dead. А 
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Afghanistan 


Jalalabad again 


HE mujaheddin guerrillas are again at- 

tacking Jalalabad, the city in eastern Af- 
ghanistan where they were repelled with 
great loss of life in April. According to a 
guerrilla spokesman in Pakistan on Novem- 
ber 15th, up to 4,000 men were besieging 
the city. In Kabul the government said that 
the rebels had 10,000 men there. 

Whatever the exact number, this is a 
much larger force than the mujaheddin have 
deployed in recent months. Their policy 
during the summer has been to revert to 
small-scale attacks. Their most impressive 
feat was to sever the Salang highway, Ka- 
bul’s lifeline to the Soviet Union, for nine 
days, marooning hundreds of trucks carry- 
ing food, fuel and arms through northern 
Afghanistan. It took a thundering govern- 
ment barrage of Soviet Scud missiles to re- 
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open the highway. The guerrillas still claim 
to control the road “at various places". 

They have also disrupted the Afghan 
government's air link to the Soviet Union. 
Up to 40 Ilyushin-76 transport aircraft had 
been flying into Kabul daily. Attacks by 
mujaheddin missiles (copies of Soviet ones, 
made in Egypt) have caused Kabul airport to 
close several times recently. The guerrillas 
have also cut some roads between Kabul and 
the provinces, blockading government-held 
cities, among them Ghazni. Khost, near the 
frontier with Pakistan, is almost completely 
surrounded. 

By moving in on Jalalabad again, they 
are now showing their impatience with small 
successes. They want a spectacular win be- 
fore the winter snows freeze the balance of 
power until the spring. Winter is the oldest 
enemy of both lots of Afghans. Snow brings 
the government some relief from attack by 
the mujaheddin but makes its garrisons diff- 
cult to supply. Because the guerrillas control 
almost all the countryside (except a belt 
along the Soviet border) none of the govern- 
ment-held cities has a hinterland large 
enough to feed it. Last winter the 





mujaheddin blockaded Kabul, and its dm 
people came close to starvation. 

This year shortages exist again already. 
Fresh milk is hard to come by in Kabul, and 
meat and rice are priced beyond the reach of 
most people. By one estimate, 6096 of Ka- 
bul's children are severely malnourished. 
Kabulis queue for days for scanty rations of 
fuel. On the black market it costs ten times 
the official price. Kabul gets power only on 
alternate nights. Communist party mem- 
bers and civil servants (about 250,000 in all) 
get free meals, and coupons that entitle 
them to subsidised goods. For those outside 
the coupon system life can be miserable. 

п 





The guerrilla 
with the OBE 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


T IS not quite an event on the European 

scale, but Malaysia's.communists are at 
last giving up. The thousand or so members 
of the Malay Communist party in the jun- 
gles along Malaysia's northern border with 
Thailand have decided after 41 years that 
théy have little hope of toppling the govern- 
ment ín Kuala Lumpur. 

Next month their leader, Mr Chin 
Peng, will sign an agreement in Bangkok 
with the heads of the Thai and Malaysian 
armies that will guarantee the safety of his 
remaining followers. Mr Chin is a bit of a 
legend. During the second world war he and 
his communists fought the Japanese invad- 
ers. The grateful British gave him a medal, 
the Order of the British Empire. Mr Chin 
went back into the jungle to fight first the 
British and then the government of inde- 
pendent Malaysia. The British got the upp 
hand during the 11-year "emergency"; а 
the communists, most of them of Chinese 
origin, failed to win the support of ethnic 
Malays. For the past 20 years Mr Chin has 
directed his men from China. 

China's Communist party insists that 
lately its help has been restricted to "moral 
and political aspects", Malaysian guerrillas 
have financed their activities from logging 
in Thailand and from protection money ex- 
torted from Chinese-owned businesses in 
northern Malaysia. Logging was banned in 
January, and the guerrillas have become un- 
popular by continuing to fell trees. The 
peace agreement should. end this. problem 
along with others. Mr. Chin will be spared 
from using the word surrender. The Thais 
say they will allow the ex-guerrillas to live in 
Thailand, where they will Бе given rubber 
plantations to-work. Two Japanese. soldiers 
who joined Mr Chin's band will be flown 
home to Tokyo. 
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Our Korean spirit is moving in the air. It’s a spirit of untiring service, ceaseless effort and ageless charm that 
flows from Korean traditions perfected over thousands of years. A spirit advancing into the future with one 
of the world’s most modern fleets. And a spirit that soars around the globe to 40 cities in 19 countries on 
4 continents. Fly with us soon and you'll experience the dedication to excellence that could only be Korean. 
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Can you buy a congressman? 










WASHINGTON. DC 


| "HEN five American senators sum- 
OM V moned the head of the Federal Home 
> Loan Bank Board, Mr Edwin Gray, to а 

meeting in April 1987, he was impressed: 
„senators are busy men. They wanted, he 
` says, to stop. him persecuting Lincoln Sav- 

ings and Loan, whose owner, Mr Charles 
Seating, had indirectly given about $1.3m 
о their five campaigns. Normal constituent 
service, say the Keating five (Senators Alan 
Cranston, John McCain, Dennis DeCon- 
cini, Donald Riegle, John Glenn), as if any 
impoverished voter with a problem could 
get the same attention. The purchase of in- 
fluence, say others. 

Charges that Congress is corrupt are 
nothing new. A century ago, Mark Twain 
called it the only "distinctly American crimi- 
nal class”. After a year that has seen scandal 









after scandal, from the downfall of Speaker 
Jim Wright to the savings and loan fiasco, 
more Americans than at any other time in 
‘the 1980s think that their lawmakers are in 
the pocket of special interests. Are they 
right? 

Start with everybody's favourite villain: 
the political-action committees (PACs) that 
grew out of post-Watergate restrictions on 
"political money. PACs collect individuals’ 
donations of up to $1,000 each and contrib- 
ute them to electoral campaigns (up to 
$10,000 for each candidate for а primary 
and a general election combined). As busi- 
ness rushed into a field which was once the 
“preserve of trade unions, the number of 
PACs grew from 113 in 1972 to 4,268 in 1989 
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and their contributions to 
congressional candidates 
multiplied ^ seventeen-fold 
to $151m in 1987-88. 

The paraphernalia of 
modern elections (polls, 
consultants, mass mailings 
and, above all, television 
commercials) do not come 
cheap: $390,000 in 1988 for 
an average seat in the 
House of Representatives, 
$4m for a Senate seat. And 
the generation of (mostly 
Democratic) members that 
emerged in the mid-1970s 
was not only smart and media- 
conscious: it was independent. 
With the demise of party discipline, 
influence-seekers had to give not 
just to handfuls of chiefs but also to a lot of 
upstart Indians. 

What PACs seek, unlike most individual 
donors, is influence after election day. They 
like sure-shots such as Mr Ronnie Flippo, an 
Alabama Democrat on the House Ways and 
Means Committee, who got $444,000 from 
PACS for his 1988 campaign. When the race 
is uncertain, they sometimes bet on. both 
horses. If a candidate they had written off 
inexplicably wins, they are quick to adjust; 
early this year the realtors’ (estate agents’) 
PAC rushed to give $10,000 to Represen- 
tative Greg Laughlin, a newly elected Demo- 
crat from Texas, after giving the maximum 
to his defeated Republican opponent during 
the campaign. 








Committee, the Democratic party $ 
sights on business-PAC money, which | 
gone heavily to the Republicans in the 19 
landslide. Unsubtly, Mr Coelho made 
clear that racs which ignored Democra 
would be frozen out by Кук ic comi 
tee chairmen. It worked, leaving Mr C 
ho's Republican counterpart splurt 
that “the PACs are whores.” Republicans 
coming round to the view that: 
be banned because they so strongly 
incumbents, who tend to be Derioc 
turnover of Britain's House of Lord 
death is the only form of defeat, is a 
high—5% a year versus 7%—as that o 
House of Representatives). 

Trading entrée for cash has be 
common, Both parties run clubs in: s 
PACmen pay $5,000 or more to talk 1 
leaders. Individual members cha 
sums gd private access, the most note 
example being Senator Lloyd Bes 
short-lived breakfast club, where th. 
flakes cost $10,000 a head. Senator Б 
Boschwitz developed.a stamp system: ar 
velope with a green stamp on it is sur 
land on his desk. 

But does access mean success? 
slightest hint of a quid pro quo, a mër 
will scream that he is not for sale. On the b 
issues, voters usually matter more than: car 
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- paign contributors. Few lawmakers give a 
thought to the views of their financial sup- 
porters on abortion, Israel, gun control or 
- taxes. They worry about voters. On clean 
air, the financial clout of industry is being 
- gradually overwhelmed by the electoral 
clout of greening voters. PACs sank millions 
in a vain attempt to block the 1986 tax re- 
form, and no congressman received more 
than the House's chief blocker of loopholes, 

Representative Dan Rostenkowski. 
Where access can buy results is at the 
margin, on low-profile issues where the 
- beneficiaries are few and the costs are well 
- spread. In 1985, the 20,000 dairy farmers, a 
tiny political force, used the financial clout 
of their efficient PAC to secure passage of a 
- $2.1 billion price-support subsidy. Consum- 

- ers suffered in ignorant silence. 


* 
Being creative 

- The ceilings on contributions have become 
increasingly meaningless. Here is how to 
spend more than $10,000 on the candidate 
of your choice. 

` eSoft money. Since contributions to state 
oups for “party-building activities” escape 
“ceilings and disclosure requirements, you 
can safely write a $100,000 cheque to a local 

- outfit pushing for a voter-registration drive 

- that will help in the chosen candidate's dis- 

trict. Mr Alan Cranston got $850,000 from 
Mr Keating for similar projects. 

` € Independent expenditures. Launch a 
television or direct-mail campaign in his dis- 
trict singing his praises and rubbishing his 
Opponent. Provided you do not co-ordinate 
with his people, the constitution protects 
Your right to free speech. The National Rifle 
- Association and the American Medical 

- Association work this way. 

- ө Bundling. Ask your colleagues to write 

- cheques for $1,000 to his campaign fund, 
collect them and forward them in a bundle 
_ worth far more than your PAC's limit. In 
- 1987-88, Senator Bill Bradley got 60 such 
$1 000 cheques from the executives (and 

eir spouses) of just two Wall Street firms. 
` (This method becomes illegal if pressure is 
exerted on an employee to contribute, or if 
he is repaid the money later.) 

_ eHonoraria. The congressman can pick up 
$2,000 a time for giving speeches to your 
group. Over dinner beforehand, he is a cap- 
tive audience. 

All this goes on, but it is far-fetched to 
blame Pacs alone for it. One congressman, 
with higher standards than some, claims— 
disputably—that it is easy to resist the en- 
‘treaties of a hired gun from a PAC: if he tries 
to remind you how much the committee 

- gave you, just tell him to get lost. But it is 
- harder to say the same to an individual who 
. gave $1,000 of his own money. A PAC-free 
congressman, often with a holier-than-thou 

- attitude, relies more than his colleagues on 
- individual rich ойтеп or bond traders. Mr 
-. Keating's contributions, which helped delay 
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the Bidding of his savings kl loan institu- 
tion for a year or more, were not made 
through PACs. 

Instead of reforming the influence auc- 

tion, Congress is taking another step to- 
wards the reform of personal ethics, in a bill 
that is about to be voted on. It grants con- 
gressmen the pay raise they want (but which 
their own high-mindedness denied them in 
February) in exchange for a ban on hono- 
raria for speeches and an end to the habit of 
taking home the unspent money from cam- 
paign funds at career’s end. It would also put 
into law many of the ethics rules that the 
two houses enforce on themselves anyway, 
such as a limit on outside income to 1596 of 
salary and a $200 limit on gifts. 

But such reform misses the point. Per- 
sonal venality is not Congress's problem, ex- 
cept in isolated and quickly discovered in- 
stances. Its rules are far tougher than thse 
that affect lawmakers in most countries. 


Trade unions 


Health not wealth 


WASHINGTON, DC 


OMAGE was paid this week to Lech 

Walesa and Solidarity. Mr Walesa met 
President Bush and addressed a joint session 
of Congress. He got a tumultuous reception 
from the AFL-CIO, the trade unions’ um- 
brella organisation, which was holding its 
convention in Washington. Delegates were 
quick to draw parallels between Solidarity's 
struggle in Poland and their own fight for 
workers in America. It did not wash. Ameri- 
can enthusiasm for unions in Eastern Eu- 
rope is matched only by their low opinion of 
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What needs to be sirene i is the fact that 
the vast cost of television commercials 
makes congressmen susceptible to taking 
care of the whims of wealthy special interests 
on issues where public attention is not 
aroused. By helping to delay the closure of 
Lincoln Savings and Loan, five senators may 
have handed the public a bill for nearly $2 
billion. 





unions at home. 

Many unionists blame this on Ronald 
Reagan. He was certainly no friend: his most 
notable intervention in a labour dispute was 
his 1981 decision to fire the striking air-traf- 
fic controllers. The 1980s have been bad for 
unions. So«alled right-to-work laws and 
tough employers have made organisation 
hard. And employment in traditional union 
industries, such as steel and cars, has fallen. 

But it is wrong to think that the Reagan 
years were a passing nightmare. Union 





Americans prefer Polish Lech (left) to homegrown Lane 
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We you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 

We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it МБ, а moment; for you, | 
a lifetime. | 
We made this watch for 
you -to be part of your | 
life — simply because this Ё 
is the way weve always 
made watches. 

And if we may draw a con- 
clusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 

A Patek Philippe - 
because it's for a lifetime. 
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membership has been sliding 
steadily for years (see chart). 
The AFL-CIO itself has more 
members than ever before 
(14m), but only because cer- 
tain unions have joined or re- 
joined it. Mr Lane Kirkland, 
the AFL-CIO president, reckons 
that that task of reunification, 
which he set himself in 1980, 
is now completed. Regaining 
a will be very much 
tougher. 

The unions have to at- 
tract white-collar workers, 
those in the public sector and 
women. To do this they have 
to broaden their appeal, tak- 
ing more interest in issues such as health- 
care or child-care, and rather less in pay. It 
ber also mean using the strike weapon spar- 

gly. 

Some of this is happening already. The 
public sector is more unionised than the pri- 
vate: the municipal-workers’ union, 
AFSCME, one of the fastest-growing, has just 
organised a branch at Harvard University. 
And the number of strikes last year was the 
smallest for 40 years, though there has re- 
cently been a resurgence. Coalminers are on 
strike against the Pittston coal company. So 
are pilots against Eastern Airlines. Boeing 
workers are striking against mandatory 
overtime. The north-east's telephone com- 
pany, NYNEX, is in the process of settling a 
long strike. 

Few of these strikes have been directly 
about pay. The issue, usually, has been the 
preservation of health-care and pension 


1968 70 24 77 80 83 85 88 
Source: Bureau of Labour Statistics 





benefits as the cost of provid- 
ing such things shoots ever 
upwards. Nor have the strikes 
been all-out or industry-wide; 
most fellow-workers are too 
fearful of losing their jobs to 
do more than express solidar- 
ity and send money. 

Unions are learning not 
to rely on strikes. Instead they 
lobby. They have pushed for 
protectionist legislation in 
Congress, and last year, after a 
long battle, they won a mea- 
sure that guarantees workers 
60 days’ notice of plant clo- 
sures, They have just secured 
the first increase in the mini- 
mum wage since 1981. The AFL-CIO is work- 
ing with liberal congressmen on child care, 
mandatory parental leave and mandated 
health-care benefits. 

The unions’ best hope may come from a 
better relationship with the Bush adminis- 
tration than with Mr Reagan’s. Mr Bush has 
refused to intervene in the Eastern Airlines 
dispute, and he is expected to veto a bill set- 
ting up a commission to help settle it. But 
his labour secretary, Mrs Elizabeth Dole, has 
appointed a mediator in the Pittston dis- 
pute, and he is more open to social-policy 
legislation than was Mr Reagan. And this 
week he addressed the AFL-CIO convention, 
something Mr Reagan never did, 

But though Mr Bush scattered praise for 
unions in every country under the sun, he 
avoided mentioning unions in America. Re- 
ferring to the AFL-CIO and Chile, he brought 
the house down by calling it the AFL-CIA. 





Panama Canal 


Wild surmise 


WASHINGTON, DC, AND PANAMA CITY 


EMPERS run so high on the Panama 

question that the real subject of the row 
tends to get forgotten. General Manuel 
Noriega is not merely the nastiest surviving 
Latin American dictator. He is also in 
charge of a country invented by the United 
States to keep the Panama Canal safe. So far 
the general has been careful to keep the wa- 
terway working normally. He would be 
pleased to wrong-foot the Americans if they 
infringed the treaty that requires them to 
hand it over to Panamanian control by the 
end of 1999. They might do just that. 

The treaty provides for a staged transfer 
of authority, over 20 years from 1980. The 
half-way mark arrives on January Ist next 
year. On that day the canal's administrator, 
now a retired American general, should 
hand over to a Panamanian citizen, to be 
nominated by the Panama government, ap- 

pointed by the American president and con- 


firmed by the Senate. Since the United 
States will have no dealings with General 
Noriega's illegitimate government, it was 
likely to reject his nominee, even if the name 
had been acceptable. The general's candi- 
date was nothing of the sort. He put up Mr 
Tomas Altamirano Duque, a crony who 
runs the pro-government newspaper, La 
Estrella de Panama. The Americans turned 
him down flat. 

If General Noriega wanted to be helpful 
(which, of course, he doesn't) he might have 
nominated the able Panamanian who is at 
present the canal’s deputy administrator, 
Mr Fernando Manfredo. The Americans 
could appoint Mr Manfredo to be acting ad- 
ministrator until Panama has a tolerable 
government. By doing this, they could claim 
to be complying with the spirit of the treaty. 

But General Noriega would surely then 
denounce Mr Manfredo as a lackey of the 
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Only ten years of training to go 


gringos, and Mr Manfredo might well ot 
want the job on those terms. He has a mind 
of his own. He would want the Americans to 
restore some of the powers they 
chipped away from the administrator's of 
fice in the past two years, and to assure him 
that he will keep his job if General Norieg: 
is replaced by an elected government. The 
American administration would find it hard 
to do either of these things. 7 

Another option would be to leave the 
administrator's job vacant, while appointing 
an American as deputy administrator (as the 
treaty provides) and having him run the ca 
nal. The man in line for this job is now 
working on the canal, and is believed te 
have the respect of his Panamanian col 
leagues. This, though, would pur America in 
breach of the treaty, and give General 
Noriega a fresh chance of mischief-makir 
He already asserts that the United State i 
breaking its treaty obligations in two ways 
by blocking the payment of around $200n 
from the Canal Commission to the Panama 
nian government, and by making it difficul 
for the two Panamanian members of th 
nine-member commission to attend qual 
terly meetings in the United States (the 
other two Panamanians on the board h 
resigned). : 

If General Noriega's manoeuvrii 
closed the canal, or if he strayed гоо far be 
yond the letter of international law, bu 
would lose the few collaborators he has lef 
That he cannot afford. So far he has astutel 
exploited the effects of the recently rein 
forced American sanctions against Panama, 
which have managed to annoy even the 
bosses of the 120 American-owned compa 
nies in the country, and the 300 others that 
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Americans control. The betting is that the 

al would acquiesce in any arrangement 

the canal that does not openly humiliate 

him, while making much of what he claims 
are American breaches of the treaty. 

If this tangle seems tight, it is nothing to 
at which may be knotted up in ten years’ 
time. At the end of the century the Panama- 
nians are due to take control not only of the 
canal but also of the huge chunks of terri- 

tory now used by the American armed 
forces as headquarters and training-ground 
for all their South American operations. It 
would help if Panama had a democratic gov- 
ernment to negotiate with by then. Do not 
Dar k on it. 
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Car insurance 


Driving costs 


PRINCETON, NEW JERSEY 


RIVE a car in New Jersey and the 

chances are that you will pay at least 
$1,000 a year just to insure it. The state is 
known for having one of the least sensible 
and—with California and Alaska—most ex- 
pensive car-insurance systems in the coun- 
try. No surprise that the election for a new 
governor centred on insurance woes. In the 
event the voters chose Mr Jim Florio, a 
Democratic congressman, who believes in 
tougher government regulation, over Mr 


Jim Courter, a Republican congressman, 
who wanted to deregulate the insurance in- 
dustry and let competition work its will. 

Car insurance in New Jersey is already 
highly regulated. In 1973 the state instituted 
a “no fault” system designed to dispense 
with liability questions and keep the lawyers 
out. But the medical-cost limit was set so low 
that anybody claiming more than $200 
found he had to go to law anyway. 

Things were made worse in 1983 when 
the state decided it had to do something 
about the bad (or high-risk) drivers who 
were unable to get insurance. It created the 
Joint Underwriters Association, a state-run 
agency that offers insurance to anybody who 
wants it. But the commissions paid to insur- 
















l ДАН the agenda for the Malta sum- 
mit on December 2nd-3rd suddenly 
| overflowing, it would be a shame if one 
- distinct, strictly Soviet-American, issue 
| were to be crowded out. Mr Bush can give 
| Mr Gorbachev's perestroika a leg-up, at 
| no cost to anybody, by getting rid of an 
out-of-date law which, in effect, makes it 
` impossible for the Soviet Union to sell 
_ anything to the United States. 
`  [nthe early 1970s a powerful coalition 
of conservative and liberal congressmen 
- joined forces to link American-Russian 
_ trade with the Soviet Union's emigration 
` policies. Conservatives were alarmed lest 
detente, a fashionable term at the time, 
| should be taken seriously; liberals were 
. appalled by the persecution of Soviet 
Jewry, including a punitive tax that was 
— levied against anyone—which in practice 
| meant mainly Jews—audacious enough to 
- try to leave the country. After a long bout 
of negotiation, an amendment named af- 
ter its sponsors (the late Senator Henry 
| Jackson and ex-Representative Charles 
| Vanik) was attached to the 1974 trade act. 
| . Under the act, communist countries 
| are denied most-favoured-nation (MFN) 
| status, and therefore any of the tariff con- 
| cessions that go with it, in trading with 
| the United States. This puts their exports 
| ata big disadvantage (quite apart from 
|| any other disadvantages they might be la- 
| bouring under). The ban cannot, without 
new legislation, be repealed. But the presi- 
dent is specifically empowered to waive it, 
for a year at a time, if he finds that the 
_ countries concerned are moving toward 
freer emigration. 
Though the free-migration qualifica- 
| tion applies, in theory, to all communist 
| countries and to all of their citizens, in 
| practice it mainly applies to the Soviet 
||. Union and to its Jewish citizens. And be- 
| - cause the ban is linked to emigration, not 


| A gift for Gorbachev 





And away they went 


to any wider concept of human rights, 
there are one or two anomalies: China, 
for instance, is exempt and so, on and off, 
is Romania; East Germany is still banned, 
along with Czechoslovakia and Bulgaria. 
There was talk of waiving the ban in 
1979, when more than 50,000 Soviet Jews 
got exit visas. Russia's invasion of АЁ 
ghanistan put a stop to that; and the an- 
nual emigration rate dropped to around 
1,000. It began to pick up in 1987, jumped 
in 1988, and in the first ten months of 
1989 was as high as in the whole of 1979 
(the previous record). In a 1974 exchange 
of letters with Mr Henry Kissinger, who 
was secretary of state at the time, Jackson 
suggested that letting out 60,000 Soviet 
Jews a year might qualify the Soviet Union 
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for a waiver. More than that are expected 
to get exit visas this year—even though, 
because of American-imposed restric- 
tions, it is now more complicated than it 
was for Soviet Jews to make their way to 
the United States. 

American-Jewish organisations, for- 
midable in their earlier fight to keep the 
ban, are now, with one or two exceptions, 
urging Mr Bush to negotiate its waiver 
with Mr Gorbachev; this, they argue, 
would be the obvious way to encourage 
the Russians to do even better (for in- 
stance, to limit the restrictions on letting 
out people who hold “state secrets" to no 
more than five years). Mr Vanik, who left 
Congress in 1981, is strongly advocating 
the waiver. 

Mr Bush made things harder for him- 
self by declaring, in a couple of speeches 
during the summer, that he would not rec- 
ommend a waiver until the new Soviet mi- 
gration bill, still in the works, was enacted 
and implemented. The bill may, if the 
Russians put their skates on, be ready be- 
fore the summit. But if it misses that dead- 
line, the president might be wise to find a | 
graceful way round his self-erected imped- 
iment. 

The emigration numbers, and the loos- 
ening of restrictions, qualify the Soviet 
Union for a waiver. That, in turn, would 
open the way for a Soviet-American trade 
agreement—which would help  pere- 
stroika both in immediate practical ways, 
and psychologically. 

America would not be inundated with 
Soviet products: who wants them? But 
there is a long list of things—from Rus- 
sian bread (made from American grain) to 
medical appliances—that might have an 
easier chance of getting through if they 
were not discriminated against. And al- 
though MEN status from the United States 
would not automatically qualify the Soviet 
Union for membership of western trade 
organisations, its refusal has tended to 
preclude such membership. 























WASHINGTON, DC 


үүт do cartoonist Сагу Tru- 
deau, scientist Carl Sagan, econo- 
mist Milton Friedman, pundit William 
Buckley and former Secretary of State 
George Shultz have in common? They all 
believe that the decriminalisation of 
drugs should be discussed. Americans 
who hold this view are still few, but they 
come from all parts of the po- 
- litical spectrum. 
— Mr Shultz is the most 
prominent and most recent 
to take this line, as he did in a 
speech last month at Stan- 
ford Business School, where 
he now works. "Sometimes 
at a reception or cocktail 
party I advance these views 
and people head for some- 
body else," he said. "They 
don't want to talk to you." 
A veteran of two drug 
wars, under Mr Nixon and 
Mr Reagan, Mr Shultz has come to the 
conclusion that locking people up is not 
the solution. 
It seems to me we're not going to get 
anywhere until we can take the criminality 
out of the drug business and the incentives 





Converts to curiosity 





Gone a bit funny 






for criminality out of it. Frankly, the only 
way I can think of to accomplish this is to 
make it possible for addicts to buy drugs at 
some regulated place at a price that approxi- 
mates to their cost...No politician wants to 
say what I just said, not for a minute. 







The White House's reaction confirmed 
the last remark. “The president feels very 
strongly that [legalisation] is 
the wrong direction, " said a 
spokesman, adding about Mr 
Shultz: “The guy slips into 
retirement and right away he 
starts saying things that are 
strange." 

For now the administra- 
tion is able to get away with | 
ridiculing rather than an- 
swering those who argue for 
legalised drugs, but the mood 
is changing. Mr Ethan 
Nadelmann, author of an ar- | 
ticle in Science to which Mr | 
Shultz referred his audience, says he has | 
sensed a change recently, sparked by the 
obvious lack of new ideas in Mr Bush’s 
drug policy. By the middle of next year, 
he predicts, it may be respectable for 
those in office to discuss legalisation. 



























ance agents for selling this insurance were so 
high that about half New Jersey's drivers are 
today insured by the state. Joint Underwrit- 
ers has a $3.1 billion deficit, and every driver 
in New Jersey pays a $222 surcharge per car 
to keep the system on the road. 
Mr Florio, who accuses the insurance 
companies of gouging consumers and so 
riving them into the state's hands, has 
promised this will change. He says that 
tighter regulation—giving the state's insur- 
ance watchdog more teeth—will cut insur- 
ance costs by about 2096. He plans to abol- 
ish Joint Underwriters—for good measure 
making the insurance companies whose 





business it took away pay its debts—and to 
create a new special insurance fund for bad 
drivers. Good drivers will be guaranteed pri- 
vate insurance. Insurance companies will no 
longer be allowed to charge drivers different 
rates according to where they live—a wide- 
spread practice hated by drivers who live in 
high-risk areas. 

Car-insurance rates have risen fast ev- 
erywhere in the United States: by 3496 in 
real terms since 1980. In some cities—Phoe- 
nix, San Francisco, Philadelphia—even low- 
risk drivers, such as middle-aged married 
couples, pay more than $1,000 a year. So the 
trend is for state governments to become 
more involved, telling insurance companies 
whom they must insure and, sometimes, 
how they may set their rates. 

California is paving the way. Last year, 
Californians took the most direct approach 
yet to trying to cut car-insurance costs. They 
voted in a referendum for a proposition that 
ordered insurance companies to cut their 
rates by at least 2096, and to abolish the dif- 
ferent-rates-for-different-areas system. But 
California’s experience since then has not 
been smooth. Insurance companies fought 
the new rules and in August the state's in- 
surance commissioner froze all rates after 
one company, Farmers Insurance Group, 
announced that it intended to raise its 
















































And why are insurance costs so 
Because Americans are litigious, and А 
can juries award huge damages. But i 
ance companies are in business. They wil 
not stay that way if they are ordered to: 
their rates, especially in high-risk a 
while their costs soar. Or have Califor 
and New Jersey's motorised voters disc 
ered the secret of the free lunch? 





Tobacco 


Dethroned 


RALEIGH 


NCE tobacco reigned as king in North 

Carolina. But two decades of socia 
and economic change have transformed thi 
kingdom. On November 7th the citizens: 
Greensboro, at the heart of tobacco cour 
try, voted to restrict smoking in certain pul 
lic places. Two weeks earlier, D n 
Chamber of Commerce had given an award 
to Dr Everett Koop, the former surg 
general who has made a smoke-free Americi 
by the year 2000 his goal. 

As the country's main tobacco-growii 
state, North Carolina should be infertile soil 
for anti-smoking sentiment. The state 
14,000 tobacco farmers, and another 20, 
people employed in making cigarettes. Two 
thirds of flue-cured tobacco, the main in. 
gredient in cigarettes, is grown in North 
Carolina. The state keeps cigarette tax at 2 
cents a packet, and its congressmen fight t 
protect the federal price-support 
gramme for tobacco. 

Like its neighbours to the south, 
Carolina has diversified, becoming more 
ban. Tobacco now brings in only 1996 of to 
tal farm income—down from 5096 in che 
mid-1950s—while poultry and eggs bring ir 
2996. Retail trade employs 500,000 North 
Carolinians, services 480,000 and govern 
ment another 450,000. 

Durham is where Mr Buck Duke forme 
the American Tobacco Company in 18! 
and gained a near monopoly. Today Dur 
ham, а city of 130,000, has only one & 
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Still a few golden leaves 
















































lant still in operation. Old tobacco 
ouses have been recycled into con- 
xminiums and boutiques. And, to sharpen 
; image, Durham, which is home to Duke 
University medical school, calls itself the 
‘City of Medicine” and hands out $5,000 
awards, one of them to Dr Koop. In accept- 
the award Dr Koop attacked the sale of 
pbacco overseas, saying he thought it 
‘rather immoral to be exporting death, dis- 
ase and disability to the third world". 
ге was no outcry from North Carolina's 
` [n Greensboro, the state's third largest 
city, the city fathers, and the cigarette indus- 
did try to defeat the anti-smoking ref- 
dum. But they faced a genuine grass- 
ts uprising. Local residents first took 
complaints to the city council. They 
nowhere. So they rounded up signatures 
or a referendum— which was passed by 173 
votes out of the 30,000 cast. 
` The new rules are rather mild: smoking 
in lifts and large shops is prohibited; restau- 
ants that can accommodate more than 50 
liners are required to set aside a quarter of 
heir seats as a no-smoking area. This is not 
he only such law in a North Carolina 
nunicipality, but it is the only one enacted 
by a vote of the people. Thirty-nine states 
ave anti-smoking laws in one form or an- 
. Now, even in North Carolina, the 
leaf no longer sits unchallenged on 
5 throne. 

















Ar 
"| 


ald's 
shkin, Coke 


T 

ER 
и 

| 


| AOSCOW is about to get its first Big 
Mac attack. On January 3lst the 
's largest McDonald's will open on 
Street at Pushkin Square. The restau- 
will seat up to 900 people, serve as 
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many as 15,000 people daily, and offer Mus- 
covites the usual McDonald's fare. 

As always, McDonald's Russian custom- 
ers will be served exactly the same food and 
drink they would get in any other McDon- 
ald's in the world. That has taken some do- 
ing. For more than two years, the company's 
agronomists have been setting up its quality- 
control infrastructure. It is building a 
100,000 square-foot food-processing plant 
in Moscow to mould its beef patties, chip its 
French fries, bake its rolls and so on. The 
plant will include its own dairy. 

Russian farms are under contract to 
produce the beef and potatoes. Bull semen 
has been shipped over to guarantee the 
quality of the cattle. Russet Burbank pota- 
toes—the secret behind McDonald's fries— 
have been planted. McDonald's staff have 
been teaching Russian farmers how to ex- 
tend the cattle's feed cycle and to maximise 
the potato harvest. Four Soviet manage- 
ment trainees have been sent to the compa- 
ny's Hamburger University in Illinois. 

McDonald's is looking beyond the Janu- 
ary opening. Last year the company signed a 
joint-venture agreement with the Moscow 
city council to build 20 restaurants: Moscow 
will own 51%, McDonald's 4996. These 
plans mean that McDonald's is not particu- 
larly worried that its profits will be in almost 
worthless roubles, which it can use to pay 
the Russian farmers and staff. Given the 
black-market exchange rate, lucky guzzlers 
with hard currency might be in for the 
cheapest Big Mac in the world. 
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Gay rights 


Happy families 


OMOSEXUAL and lesbian couples 

are trying to establish their right to be 
treated as ordinary married couples. The 
states and cities where they live have to de- 
cide what to do about it. In recent days, San 
Francisco and New York have moved in op- 
posite directions. 

In a referendum vote on November 7th, 
San Franciscans narrowly overturned a 
modest council law that would have allowed 
unmarried couples, including gays and lesbi- 
ans, to register as domestic partners. If one 
of the partners died, the survivor, if he was 
employed by the city, would have had the 
right to bereavement leave, as orthodox 
couples have. And if one was in hospital, the 
other would have had the right to visit him, - 
The voting turnout was high for a year in 
which nobody important was being chosen, 
but about half the city’s homosexual voters 
stayed away. 

Religious and right-wing groups played 
a part in the vote, campaigning against “bi- 
zarre” unions, which they see as an attack 
on the traditional family. Another factor 
was the fear that the concessions on leave 
(which do not cost much) would in time lead 
to changes that cost a great deal, in particu- 
lar the passing on of pensions and health- 
care benefits to the surviving partner. 

In New York, state housing officials de- 
cided this month to extend a ruling by the 
state’s highest court that allowed a surviving 
non-married partner to stay on in a rent- 
controlled apartment after the death of the 
leaseholder. Unless landlords manage to 
overturn this extension, long-term live-in 
partners will now be able to keep the lease- 
hold of rent-stabilised flats as well as rent- 
controlled ones. It is thought that mor 
than Im flats with stabilised rents will bx 
affected. 
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WASHINGTON, OC 


Т) ЕРКЕЅЕМТАТІУЕ John Murtha is 
not a typical modern congressman. 
Not for him the sound-bite and the cock- 
tail party. He likes to work quietly, behind 
the scenes. As the new chairman of the 
se defence appropriations sub-com- 
ittee, he found an ingenious way to pay 
his superior, the Speaker, a favour this 
He inserted a clause into the de- 
appropriations bill during a House- 
- Senate conference (held to resolve differ- 
ences, not add new clauses) that would 
sive the Speaker the exclusive use of a mil- 




















































itary aeroplane at all times. 

This would put the Speaker on a par 
with two other members of the govern- 
ment, the president and the vice-presi- 
dent, who each have exclusive access to 
one of the nine Boeing 707s that wait pa- 
tiently at Andrews Airforce Base. (The 
jumbo jet ordered by President Reagan is 
not ready yet) Mr Tom Foley, the 
Speaker, may now have one of the eight 
C-20s, or Gulfstream jets waiting for him. 
Until now he has had to ask the secretary 
of defence if one was free. 

Mr Murtha’s clause cruised through 
without a murmur. But Airforce Three 
ran into trafficcontrol trouble at the 
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By this time tomorrow, nearly two 
million people will fly on Boeing jetliners. 


Within the next hour, some 800 Within the next 24 hours, Boeing same kind of activity goes on 

eing jetliners will take off from planes will take off about 20,000 throughout the world, throughout 
»orts all over the earth. times. And they'll carry nearly two the year. 

In the hour after that, another million passengers. In fact, well over a billion people 


) will be on their way. Aunique day? Not at all. This will travel bv air this year. 





And nearly two thirds of those 
passengers will fly on Boeing jetliners. 

Boeing. : 

We don’t just deliver a lot of 


airplanes. We deliver a lot of people. BOEING 
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INTERNATIONAL 


The battle for El Salvador 


FROM OUR CORRESPONDENTS IN SAN SALVADOR AND MANAGUA 


HE guerrillas had a plan, and an- 

nounced it a week before their offensive 
began. The journalists at their briefing in 
the mountains of El Salvador had heard 
such talk before, and did not take it seri- 
ously enough. Nor did the intelligence agen- 
cies that throng El Salvador after ten years 
of civil war. Even the tough Marxist fighters 
of the Farabundo Marti National Liberation 
Jront (FMLN) may have been surprised by 
the success of their onslaught on November 
11th and 12th. 

In the capital, San Salvador, they 
quickly surrounded the residence of the 
president, Mr Alfredo Cristiani, who went 
out of sight for 14 hours. They took over the 
university, which was then bombed; journal- 
ists have recognised students among the 
guerrillas. Ac that stage the rebels had the 
army on the run. Their tight-knit squads, 
with plenty of small-arms ammunition, were 
expertly covered by snipers. The govern- 
ment’s soldiers pulled back, calling on the 
help of artillery and helicopters, and thus in- 
creasing the toll of civilians. 

The American embassy at first sounded 
panicky, but later claimed that the uprising 
in the capital showed that the rebels had 
grown desperate at their defeats in the coun- 
tryside. Then it became clear that similar at- 
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tacks had taken place elsewhere. The rebels 
overran a military base at San Francisco 
Gotera (see map). There was heavy fighting 
at the garrison towns of San Miguel, 
Chalatenango, Santa Ana and Usulutan. 
The guerrillas claimed to control a third of 
the countryside. This was a concerted and, 
at least at first, successful uprising. 

To do their work in secret, the insur- 
gents must have had the acquiescence, if not 
the complicity, of thousands of civilians. 
Their achievement indicates incompetence 
by the American and Salvadoran intelli- 
gence services. On the surface, at least, it 
also seems to have embarrassed the Rus- 
sians, who on November 14th put out a for- 
mal statement protesting that violence can 
solve nothing. 

The Sandinist government of Nicaragua 
said no such thing, but denied having sent 
fresh weapons to its Salvadoran friends; 
other reports suggest otherwise. Indeed, re- 
porters in Managua, like their colleagues in 
San Salvador, had been tipped off that an 
offensive was imminent. Their informant 
was Mr Chafiq Handal, leader of the FMLN’s 
Communist wing, who was in Managua at 
the time. Senior Sandinist officials watched 
him chat to reporters, at a reception at the 
Soviet embassy to mark the anniversary of 
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Lenin’s October revolution. 

The FMLN claims that it gets its weapons _ 
by raiding government barracks, or by pur- 
chase from disaffected Nicaraguan contras. | 
The government, and the Americans, say it 
gets at least some of them from the _ 
Sandinists in Nicaragua, not least the small- ` 
arms ammunition essential in a battle like | 
this. On October 18th Honduran border 
guards captured a van bound for El Salva- _ 
dor; tucked into its walls, floor and roof 
were Soviet AK-47 and American M-16 rifles, | 
with ammunition, and some mortar rounds. 
The driver said he had loaded the van with | 
furniture in. Costa Rica, and then made a 
stop-over in Nicaragua. 

The Russians say they are not now send- | 
ing any arms at all to the region. The Gu- 
bans have recently and generously supplied — 
the Nicaraguan army with ammunition. The 
Nicaraguan army denies sending any on tà. — 
the FMLN, whose spokesman in Managua 
refuses, however, to deny having received — 
some. The Sandinist press, and President | 
Daniel Ortega himself, make no secret of 
their sympathy with the Salvadoran guerril | 
las. One suggestion, from a well-informed | 
diplomat, is that the Nicaraguans may ins | 
deed have sent ammunition, but were eme 
barrassed that the Salvadoran rebels used it | 
so quickly and effectively, because this made 
the senders look belligerent abroad when 
they are talking peace at home. | 

Whatever their logistical backing, the 
rebels had to explain why they had launched 
their offensive. They had broken off their 
monthly meetings to talk peace with Mr 
Cristiani’s government because, they said, 
the Salvadoran president was not negotiat- 
ing seriously, and his people had attacked 
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th government’ s civilian critics, as well as 
its armed enemies. In October a bomb badly 
damaged the house of Mr Ruben Zamora, 
ho stood for president against Mr 
iani last March. On October 31st a 
Ь at a left-wing trade-union headquar- 
ters in El Salvador killed ten people. 
By Thursday morning the rebels were 
holding many of the urban areas they had 
overrun. But by day the government's 
troops were regaining some ground—albeit 
cautiously, and with a heavy reliance on fire- 
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power. Some of the army's men are good sol- 
diers, but many are ill-trained, apathetic 
young conscripts under idle officers. 
- The rebels now say they want to hold 
their ground until the army collapses. But 
hey have not brought about the people's 
g they hoped for, and it seems unlikely 
without anything to match the govern- 
me nt's artillery and aircraft, they can hold 
their early gains. If a serious counter-attack 
comes, they may vanish as swiftly as they ap- 
ared. Or they may try to. Mr Cristiani has 
ed a state of siege and suspended civil 
lib erties for a month. His men may use this 
period to hunt down left-wingers. Plenty of 
army officers, and supporters of the authori- 
an wing of Mr Cristiani's ARENA party, 
thi ak that would be justified. The Ameri- 


have promised the government extra 













justice to be done by the book, but may not 
be able to enforce civilised rules. 

Anything short of a defeat for the insur- 
gents will be a defeat for the government. 
Mr Cristiani’s men will then have either to 
resume negotiations with opponents who 
ve strengthened themselves by this offen- 
sive, or fight it out having suffered a beating. 
lt is possible that the hard men in the army 
and in ARENA might decide that Mr 
Cristiani's relatively moderate leadership is 
to blame for the setback, and get rid of the 
elected president. That would put poor El 
ador back where it started, under a 
| authoritarian regime which . the 

United States would not like supporting. 

` The hardline rebels have never believed 
thei cause could triumph other than by 
rce. El Salvador by midweek had at least 
15 50 аем people, апа several thousand 


other casualties, to prove it. 
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Round one for 
democracy 


FROM OUR PERU CORRESPONDENT 


LJE WAS something of an embarrass- 
A Ж ment to all but his closest associates 
- before his landslide victory in Peru's munici- 


pal elections on November 12th. Now Mr 
Ricardo Belmont, a chummy television star 


and amateur boxer turned by Latin democ- 
racy's magic wand into the new mayor of 
Lima, has right, left and centre grovelling 
for his support. They need him to tell his 
fans to vote for them in next April's con- 
gressional and presidential elections—the 
real test-to-be of which way Peru is heading. 

First to thrust his way on to the victori- 
ous Mr Belmont's podium was Mr Mario 
Vargas Llosa, the conservative novelist who 
wants to be president of Peru and badly 
needs those votes for a first-round victory 
next year. Mr Vargas interposed himself like 
a referee between the winner in his 
sweatshirt and the jacket-and-tie loser, Mr 
Juan Inchaustegui, from his own Alliance 
group. The novelist’s inspiration was to 





Voting despite the Shining Path 


raise both exhausted men’s arms aloft. As 
the cameras clicked and flashed, the message 
was as clear as neon lighting: like Belmont, 
like Vargas. 

Next day the Marxist parties were also 
claiming—but less contentedly—that a lot 
of shanty-town settlers who voted for Mr 
Belmont will prove theirs by right at the 
polls in 1990. APRA, the loosely social demo- 
cratic sect that usually rules Peru, lost every 
district it had in Lima and in most of the rest 
of the country too. It congratulated itself for 
having managed to hold a free election at all: 
"A victory for Peru and therefore for 
APRA”, said its advertisement. 

The brief truth is that, five years ago, 
two-thirds of Peruvians voted left-of-centre. 
This week, in what political analysts are call- 
ing “a flip of the pancake”’, two-thirds voted 
for groups led by independents with free- 
market leanings. No one knows which way 
the votes will flip next April. One political 
leader as attractive as Mr Belmont and 
cooler than Mr Vargas is biding his time 
quietly. He is Mr Alfonso Barrantes, a Marx- 
ist ex-mayor of Lima who reminds many of 
Salvador Allende of Chile. If he now girds 
his political loins, and if APRA withdraws its 
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own candidate next April and endorses 
him, Peru may after all not get a period of 
free-market Varganomics: 

So much for politics on the surface. Un- 
derground, the dynamite-tossing Maoists of 
the Shining Path guerrilla group have their 
own aims and calendar. In the run-up to the 
municipal elections they killed 88 mayors 
and six deputy mayors, and assassinated and 
intimidated candidates all over Peru. They 
ordered and largely achieved an “armed 
stoppage” of commerce and transport in the 
larger towns in six of the country’s 24 de- 
partments. In the week preceding the poll 
they brought down 41 electricity pylons, 
blacking out parts of cities, including Lima, 
all along the Pacific coast. In Andean towns 
they threatened to chop off fingers 
and hands marked by the indelible 
ink of the polling stations. 

Terrorism failed to stop a record 
turnout, which was no doubt aided 
by government threats of huge fines 
for non-voters. Nevertheless, the mes- 
sage for 1990 is luminously clear, The 
Shining Path wants to provoke a 
coup or some other manifestation of 
a fascism it considers already latent in 
Peru's "rotten" state. 

The economy is rotten indeed. 
Mr Rudiger Dornbusch, a professor 
of economics from the Massachusetts 
Institute of Technology, tried in vain 
to warn President Alan Garcia to 
prune his fiscal deficit and devalue in 
mid-1987, before it was too late. Last 
month he had a two-hour talk with 
the president in his palace, after 
which he told the Peru Report, a 
Lima-based newsletter: 


Peru is going to have a really big blow-out be- 
fore the authorities stabilise. The government 
is going to use international reserves to expand. 
When they run low, capital flight will be huge. 
There will be a fantastic explosion. When? Jan- 

uary or February. j 


Perhaps, though, inflation will just trundle 
along at its present rate of around 25% a 
month. If so, Mr Garcia will leave office 
claiming the record of having accumulated 
inflation of 1,000,000% since he took office 
in July 1985. Whoever follows that act, left 
or right, the clean-up could be bloody. 





Namibia 


Only just 


FROM OUR AFRICA CORRESPONDENT WINDHOEK 


LFRED HITCHCOCK could not have 
directed it any better. The results of 
Namibia’s independence elections trickled 
out district by district. With all but one de- 
clared, the South West Africa People’s 
Organisation was neck-and-neck with its 
main rival, the Democratic Turnhalle Alli- 
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ance. In SWAPO's office on 
the corner of Goethe Street 
and Grimm, there were mut- 
terings of fraud. Then came 
the result for the last district, 
and the dancing and whoop- 
ing began: 92% of the district 
of Ovamboland had voted for 
SWAPO. 

Ovamboland is where a 
third of the electorate lives, 
so its votes were decisive. De- 
spite an indifferent performance in the rest 
of the country, SWAPO ended up with 57% 
of the total vote and, under Namibia's sys- 
tem of proportional representation, 41 seats 
in the assembly that will write the new coun- 
try's constitution. The DTA got 21 seats; ten 
were scattered among smaller parties (see 
chart). 

The victory fell short of the two-thirds 
SWAPO needed to approve the new constitu- 

эп without support from other parties. 
shat hardly bothered the Namibians who 
thronged the capital's streets. SWAPO's 23- 
year guerrilla war had ended triumphantly; 
its South African enemies, who did their 
best to prevent SWAPO from winning the 
election, had been frustrated. The party's 
slogan, “swaro is the people", seemed en- 
tirely appropriate. 

Now the hard work begins. Namibia will 
not gain its independence until the new con- 
stitution is approved. Until then, South АЁ 
rica remains legally in charge. The United 
Nations would like the constituent assembly 
to do its work by April 1990. swaro will 
have to deal carefully with the other parties 
in the constituent assembly. 

They are hardly natural allies. Before in- 
dependence the DTA sided with South АЁ 
rica in its war against SWAPO. The alliance 
now wants a bicameral parliament, with 
equal representation for each district in the 
unper house. Given the Ovambo factor, 
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How Sam did it 
Seats in Namibia's constituent assembly, November 1989 


Total seats:72 


SWAPO 41 
Namibian National Front 1 
————— united Democratic Front 4 





Democratic Turnhalle Alliance 21 





that is not acceptable to swaro. But to ap- 
prove the constitution without the DTA, 
SWAPO would need support from seven of 
the ten remaining delegates. Four of them 
are from the United Democratic Front, 
which has absorbed most of the survivors of 
SWAPO's war-time concentration camps in 
Angola and Zambia, Another four are from 
the Action Christian National party and the 
Federal Convention of Namibia, whose con- 
stitutional ideas smack of apartheid. 

To make consensus easier, SWAPO could 
keep its constitutional proposals general. 
The most obvious source of fudge is a docu- 
ment signed by all the parties in 1982, prom- 
ising regular elections, separation of powers 
and a bill of rights. Even this could cause 
controversy. The DTA might insist that fu- 
ture elections be multi-party as well as regu- 
lar. SWAPO’s leader, Mr Sam Nujoma, says 
he would not oppose the emergence of a 
one-party state if "the people" wanted it. 

Constitution-writing may prove espe- 
cially slow if swaro is distracted. Though 
the assembly will have no formal part in gov- 
ernment, the party's popular mandate will 
give it clout. SWAPO will presumably want a 
hand in the selection of the 2,000 new po- 
licemen South Africa plans to recruit for the 
new year. It may demand that the South АЁ 
ricans stop paying the salaries of Namibia's 
demobilised army and para-military police. 
And it may try to reform the country's tele- 
vision and radio stations, which put out 
ruthless anti-SWAPO propaganda during the 
election campaign. Namibia's transition to 
independence has just survived a precarious 
power-sharing exercise between South Af 
rica and the United Nations. Now power 
has to be divided by three. 





The man sitting in 
the Ghibbi palace 


FROM A CORRESPONDENT IN ADDIS ABABA 


EVER telephone an Ethiopian after 
dinner. He will be tuned in to one of 
several radio stations broadcasting from 
clandestine transmitters outside the coun- 
try. Hot favourite at the moment is the radio 
of the Tigre People's Liberation Front, 


INTERNATIONAL 


which intersperses blow-by-blow accounts 
of the rebels’ advance on Addis Ababa, 
Ethiopia's capital, with comic skits on the 
imminent demise of President Mengistu 
Haile Mariam and his henchmen 

No Ethiopians seem to listen to the in- 
ternational news. Perestroika has not pene- 
trated the group of left-wingers who run the 
country. Marxism is still a fashionable idea 
in Ethiopia's mountains. All four rebel 
groups waging war against the government 
in the northern provinces of Eritrea, Tigre, 
Gonder and Wello claim, like Mr Mengistu, 
to be dedicated Marxists. By now this is 
mostly a veneer. They are really nationalists, 
united only by their hatred of the Marxist 
Mengistu regime. 

The president lives in the imperial 
Ghibbi palace in Addis Ababa, surrounded 
by tanks, field guns and a formidable unit of 
3,500 bodyguards. He has 300,000 soldiers 
under arms but faces two dangers: military 
defeat at the hands of the rebels or another 
coup attempt like the one he narrowly sur- 
vived last May. 

Defeat on the battlefield may not be as 
close as his many enemies hope. Their divi- 
sions are his best ally. The Tigre People's 
Liberation Front has joined forces with the 
Ethiopian People's Democratic Movement 
(EPDM) to rout che demoralised army in a se- 
ries of battles that have brought their Ethio- 
pian People's Revolutionary Democratic 
Front (EPRDF) alliance to within 100 miles of 
Addis Ababa. But since the near-loss of the 
garrison town of Dese to the rebels in mid- 
October, Mr Mengistu has withdrawn his 
3rd and 15th divisions from Eritrea in the 
north and used them to bolster his defences 
farther south. 

He could do this knowing that his other 
main enemy—the Eritrean People’s Libera- 
tion Front (EPLF)—is unlikely to break a de 
facto ceasefire in Eritrea. Since agreeing to 
peace talks brought about with the help of 
ex-President Jimmy Carter, it has been en- 
joying diplomacy, and sees no case for re- 
suming its own war while the Tigreans are 
doing so well. Mr Mengistu's army is tied 
down in Gonder province to the west by 
guerrillas of the Ethiopian People's Revolu- 
tionary party. But here, too, splits among his 
enemies help him. Doctrinal arguments 
with the EPDM have kept this group of guer- 
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as out of the EPRDF alliance. 
The Russians still supply Mr Mengistu 
with arms and advice, but the advice nowa- 
ays is to bend towards compromise with 
the Tigreans and Eritreans rather than pur- 
a war he cannot win. Mr Mengistu has 
d ismissed his pro-Soviet prime minister, Mr 


Fikre Selassie, presumably for wanting to 
bend too far. In a search for new friends he 
has tried vainly to repair relations with the 
United States. On November 3rd he re- 
newed diplomatic relations with Israel, after 
a break of 16 years. Such measures reek of 
desperation. Stay tuned in. 

ты | 





Canada 


he Meech Lake monster 


FROM OUR CANADA CORRESPONDENT 


М AMEECH LAKE is a pleasant enough 
АУ А stretch of water, just north of Ottawa. 
B Beside i it, at dead of night in April 1987, the 
federal prime minister and ten provincial 
iers convinced themselves that they 
d agreed how to share the powers of gov- 
nment. Not so. Canada's constitutional 

gument is one of the few serious con- 
troversies that happy country possesses. It 
is not drowned in Meech Lake. There are 
main problems. Quebec's French- 
eaking majority insists that its language 
must have primacy within the province. The 
‘western provinces want the federal govern- 
ment off their backs. 

- Until the late 1960s, Canadians had 
ЗЕ omebody else to blame for their constitu- 
tic onal muddles. The only national ground- 

es they had were enshrined in the British 
No America Act of 1867, which could be 
replaced or amended only with the agree- 
mer of Britain’s Parliament at Westmin- 
ster. This absurdity was especially resented 
by Quebeckers. 
| n 1968 a bilingual Quebecker, as fed- 
eral prime minister, had a serious try at re- 
moving the burden from Westminster. He 
was Mr Pierre Trudeau, a Liberal. The pre- 
mier of Quebec, Mr Robert Bourassa, was a 
Liberal too. The two men tentatively agreed 
ona formula to bring the constitution home 
to Canada. Mr Bourassa's cabinet col- 
es junked the deal, saying Quebec 
should have more power over social policy. 
Ж 
А too-distinct society 
M Trudeau persisted. In 1981 his negoti- 
ators, and nine provincial premiers, agreed 





















on a constitution and a charter of rights and - 


freedoms. By this time Quebec was run by 
Mr René Levesque, of the separatist Parti 
Québecois, who was asleep when the deal 
was made, and furious when he learnt of it at 
breakfast. In 1982 Canada got its first home- 
p ade constitution. But it was imposed upon 
ıa recalcitrant Quebec 
In 1984 Canada acquired another bilin- 
gual prime minister from Quebec, the Con- 
servative Mr Brian Mulroney. The following 
year Quebec voted out the Parti Québecois, 
and brought back Mr Bourassa and his Lib- 
` erals. They said they would acquiesce in the 
new constitution provided it gave the pro- 
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vincial government more control over immi- 
gration, a veto on constitutional amend- 
ments and recognition as “а distinct 
society”. 

Mr Mulroney bought it. But to prevent 
Quebec having a special veto on constitu- 
tional changes, other premiers, especially 
from the western provinces, also got new 
powers. They insisted on unanimity among 
the existing provinces on the admission of 
new ones, and on reform of the Senate. 





Mulroney has seen it 


Quebec insisted on yet another fresh clause, 
asserting that it was the role of the Quebec 
legislature to “preserve and promote” the 
province's distinct identity. This was the 
deal scrambled together at Meech Lake. 

The House of Commons and eight pro- 
vincial legislatures soon ratified it. Quebec’s 
legislators at once showed what the others 
had to worry about. Mr Bourassa pushed 
through special legislation to ban all outside 
shop-signs in any language other than 
French, thus purporting to overrule a deci- 
sion of the Supreme Court. 

Since the accord was signed, the electors 
of Manitoba and New Brunswick have 
thrown out the men who signed it. Their 
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successors have this month, after public 
hearings, asked for fresh changes. Mr Bour- 
assa, though, is sticking to his guns. Al- 
though he won an election in September, 
the Parti Québecois took more than 40% of 
the vote on a frankly separatist platform. 
The premier is scared of what they might do 
at the next election. 

Enter Miss Audrey McLaughlin, the 
member of Parliament from the Yukon Ter- 
ritory, which is advancing towards provin- 
cial status. She hopes to win the leadership 
of the New Democratic party, on the res- 
ignation of Mr Ed Broadbent. Mr 
Broadbent strongly favours Meech Lake. 
Miss McLaughlin is affronted that the terri- 
tory might be denied provincial status by 
the accord’s unanimity rule, 

The Liberals are also seeking a new lead- 
er, and are split. Mr Trudeau, from retire- 
ment, keeps attacking the “distinct society” 
clause that the Quebeckers cherish; he calls 
it "the end of a dream of one Canada”. (* 
think they are all afraid of Quebec. . 
wasn't," he characteristically says). In the 
federal cabinet Mr Mulroney has his prob- 
lems too. Some senior ministers from Que- 
bec are former separatists; they might resign 
if Meech Lake is not fully ratified by the 
deadline, in June 1990. 


Remaking the Senate 


Mr Gordon Robertson, a former cabinet 
secretary, is ingeniously trying to pour oil on 
Meech Lake's waters. He argues that the 
1990 deadline can be legally postponed. 
Meanwhile he wants to see the Senate trans- 
formed, by a separate agreement, from a re- 
tirement home for political hacks into a 
proper elected chamber. The western prov- 
inces, he argues, resent the concentration of 
economic and political power in Ontario 
and Quebec; if a reformed upper house gave 
them more of a say in national life, he thinks 
they would be less resentful of Quebec's de- 
mands for more French. 

Alberta believes the Senate should be 
an elected body. It jumped the gun by hold- 
ing an election for a Senate vacancy. The 
winner was a retired general, Mr Stanley 
Waters, who vehemently opposes the Meech 
Lake accord. The formal appointment of 
senators is in the hands of the prime minis- 
ter, who must now decide whether to ratify 
the Albertans' choice. 

Meanwhile Newfoundland's recently 
elected premier, Mr Clyde Wells, emerged at 
a ministers’ meeting last week as a strong 
critic of Meech Lake. He says Newfound- 
land will rescind the accord unless big 
changes—including the demotion of Que- 
bec's “separate identity” clause—are made. 
Poor Mr Mulroney cannot please all the 
people all of the time. Besides, if he did tame 
the monster that is Canada's constitution, 
what would his countrymen have to disagree 
about? 
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OUR EUROPEAN FUND 


IS SOMETHING TO 
WRITE HOME ABOUT: 


Living or working abroad you are probably well aware ot the 





many advantages that offshore investment has to offer, so now is the 
time to ‘move into Europe’ with Barclays European Equity Fund 
т Already a high performer, the Fund promises even more as we 
move towards 1992 and the enormous potential of the combined 
European markets. 
¥ Barclays European Equity Fund 
The investment objective is capital growth by the purchase of 


equity shares of companies quoted on the recognised 






stockmarkets of continental Europe 
You can start with just £1,000 lump sun 
or alternatively we will arrange a regular savings 
plan for you with a minimum payment of £100 
High Performance 
The high performance achieved to date* reflects 
the quality of advice received from Barclays 
de Zoete Wedd Investment Management 
Limited, one of the World's leading 
investment houses, whose European team 
bring their own perspective to the Fund and in turn 
draw upon the investment expertise of continental subsidiaries 
If you would like full details and information on our special 
Cunard Holiday Offer, please return the coupon below to 
Richard Roberts, Barclays International Funds, P.O. Box 152 
Rue des Mielles, St. Helier, Jersey, Channel Islands 
or telephone (0534) 67888 


„апа you really could have something to write home about 














Please send me full details and brochure absolutely free and without 
obligation on my part. 
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Investors are reminded that past performance is 
not a guide to future returns and that the value of 
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el and America 


p^ Houdini 


T LEAST the meeting happened, which 
| was a consolation. But facing the 
à White House photographers alongside the 
| American president is not the joy it used to 
— be for visiting Israeli prime ministers. Right 
_ now Mr George Bush is displeased with Mr 
Yitzhak Shamir. Behind the usual civilities, 
he used their meeting on November 15th to 
- make his displeasure plain. 
f By horrible coincidence, November 
_ 15th was the anniversary of the somewhat 
-whimsical declaration of independence the 
"Palestine Liberation Organisation issued 
"from Algiers a year ago. The birthday was 
"marked by sweeping curfews in the still- 
Israeli-occupied West Bank and Gaza. Mr 
Bush would like to show the world that he is 
- doing something for the Palestinians; Mr 
_ Shamir is standing in his way. 
4 To push him aside, America’s secretary 
- of state, Mr James Baker, has invented a five- 
point peace plan, the only significant point 
— of which is to get some Israelis and Palestin- 
` jans talking to each other in Cairo. Israel's 
cabinet has accepted it (not least to get Mr 
` Shamir his invitation to the White House) 
_ but seeks "assurances" from the Americans. 
— Tn particular, Mr Shamir will not allow even 
` awhiff of PLO presence in the proposed talks 
- and wants to keep Israeli withdrawal or Pal- 
o independence off the agenda. 
ы Through Egypt, the PLO is asking for exactly 
- the opposite assurances. 
— . The American hope in all this is to sim- 
__ plify matters by asking both Israel and Egypt 
| то forget about assurances and counter-as- 
—— ssurances and say merely that they accept Mr 
_ Baker's plan. Then Mr Baker could organise 














- Egypt cajole Israel i into turning the necessary 
—— blind eye to the PLO’s inevitable if shadowy 
influence on any Israeli-Palestinian meeting. 
_ Such a meeting might lead on to the Pal- 
- estinian election Israel has suggested hold- 
- ing in the occupied territories. 
[ Will this American stratagem work? Mr 
_ Shamir seldom wilts when the United States 
| turns on the heat. On the eve of his visit he 
i defied American policy by approving a new 

| Jewish settlement in the Gaza Strip. He has 
` to weigh Mr Bush's views against the fury of 
` Greater Israelis if he opens the door to a ne- 
` gotiation—no matter how indirect—be- 
tween Israel and the PLO. But if he makes no 
- concession at all, he will face the usual threat 
бот his Likud party's Labour partners (for- 
tified this week by a decent showing in elec- 
— tions for the Histradut trade-union federa- 
tion) to leave the coalition government and 
fight an election. 

It looks as if he is trapped. But Mr 

Shamir is a curious mixture of Hamlet and 
Houdini. When he is overseas he resists the 
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international clamour for territorial com- 
promise by pointing to the Likud party 
hardliners who twist his right arm in cabi- 
net. Back in Israel he justifies dabbling with 
assorted peace plans by pointing to the pres- 
sure he is under from the United States. So 
far he has given each side just enough to pre- 
vent a catastrophe (sanctions from the 
United States or the collapse of his govern- 
ment), and just too little to allow serious 
peace moves (negotiation with Palestinians 
or West Bank elections). In the meantime, 
the occupation continues. 

s 





Jordan 


A better way 


FROM OUR ISLAM CORRESPONDENT 


TRIVING to solve one problem, King 
Hussein has created another. Just possi- 
bly, he may also have stumbled upon a dem- 
ocratic way of dealing with the challenge of 
militant Islam. 

By holding his country's first. general 
election in 22 years on November 8th, King 
Hussein hoped to release some of the pres- 
sure for change stoked up by corruption and 
a failing economy. He did not expect to es- 
tablish the Islamic fundamentalists as the 
largest single opposition group in parlia- 
ment, which is what happened. The well- 
organised Muslim Brotherhood won 20 out 
of 80 parliamentary seats, independent Is- 
lamic candidates 14 more. 

Most Jordanian fundamentalists advo- 
cate the imposition of sharia law; some want 
to eliminate Israel by force. They may em- 
barrass the king, who is a noted moderate 
on the Arab-Israeli issue, but they are un- 
likely to change his foreign policies. Islamic 
militants and left-wingers (who also did well 
in the election) outnumber pro-government 
members two to one, but parliament itself 


Hashemite kingdom of contrasts 


has little real power. The king remains the 
centre of authority and can dissolve any par- 
liament that causes trouble. 

That does not mean the parliamentary 
presence of the militants is unimportant. By 
holding a free and honest election, the king 
has drawn the fundamentalists into the 
democratic political arena, and not left them 
more dangerously on the outside. Other re- 
gimes facing an Islamic challenge (which 
means most of the dictatorships, one-party 
states and tribal bosses who rule most of the 
Muslim world) are watching carefully. 

These regimes have tended to deal with 
militant Islam in two ways. The first is to 
suppress the militants—with great brutality 
in Syria and Iraq, more subtly in Algeria and 
Egypt. The second, often combined with the 
first, is to “outbid” them by promoting state 
Islam, introducing sharia law, building 
mosques, encouraging Islamic programmes 
on television (an example is the Islamisation 
programme introduced in Pakistan by th 
late President Zia ul Haq). Neither teck. 
nique has worked. Better, perhaps, to tie 
them down with democracy. 

Democracy also ties down the king. By 
allowing free elections, he has allowed Is- 
lamic militants to acquire legitimacy and 
greater influence. He would probably like to 
curb that influence, but he cannot do so by 
suppression or outbidding. He can use only 
democratic methods—which means letting 
other political parties beat the Islamic mili- 
tants in elections. 

Political parties have been banned in 
Jordan since 1957. The Muslim Brother- 
hood, however, had been allowed to func- 
tion for many years as a "socio-religious 
movement", which gave it a built-in advan- 
tage over candidates standing without the 
help of any party organisation. This is why 
King Hussein may be obliged to legalise po- 
litical parties—even if some of them would 
be no friends of the monarchy. 
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When the party's over 


A new period has begun in Euro 


. Our first re 


rt comes from Berlin— 


from our Bonn correspondent, who saw the Wall go up 28 years ago 


T HAS been the best and oddest week for 

Germany since its division 40 years ago. 
Incredulity turned to joy as the communists 
began on November 9th to punch gaps in 
the Berlin Wall and slit the barbed wire 
along the inter-German border. More than 
3m East Germans (close to a fifth of the 
population) promptly flooded through to 
visit the West, many for the first time. 
Strangers embraced in tears, hundreds 
danced in jubilation on the Wall, which di- 
vided the city for 28 years. It was a German 
miracle. 

Amid the euphoria, it was easy to miss 
the irony. The East German regime built the 
Wall to try to keep people in, and now it is 
knocking holes in it for much the same rea- 
son. In a desperate bid to get ahead of the 
game, the new leader, Mr Egon Krenz, has 
given his people a freedom many were grab- 
bing anyway. Before the Wall became po- 
rous, more than 200,000 East Germans had 
already fled westward this year, first over 
Hungary's "green border”, later by way of 
Czechoslovakia and Poland. Many of the 
emigrants were young and well-qualified. 
Their departure has left such huge gaps in 
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the economy that even secret-service people 
are being drafted into industry and army re- 
cruits detailed to do medical work. 

The travel concession alone will not 
save Mr Krenz. It has made economic and 
currency reform even more pressing, thanks 
to the rising expectations of East Germans 
now able to see western wealth at first hand 
(see page 83). But in other ways Mr Krenz's 
gamble may pay off. By allowing people out 
for visits virtually whenever they choose, he 
hopes to staunch the flow of those going for 
good. The first signs are that in this he is 
succeeding, at least temporarily. The daily 
flood of roughly 11,000 emigrants before 
November 9th has slowed to an outflow of 
at most 3,000 a day. A few who had already 
applied to stay in the West have decided to 
go back. “As long as I can travel, I can put 
up with the rest," explained one such ex- 
emigrant on a train coming back to East Ber- 
lin. “My friends are still here and | put ev- 
erything I had into building a home.” 

With a bold move, just as things were 
getting out of control, Mr Krenz has bought 
himself a bit of time. Not least he has given 
East Germany's fledgling opposition groups 





two new worries. The immediate one is that 
it may now prove harder to maintain the 

kind of mass demonstrations that have al 
ready prised concessions from the regime, 
against the rival attraction of a night out in | 
the West. The deeper one is that people may 
be bought off by mini-reforms, and start to 

waver in their determination to force a 

wholly new, democratic, for their 

country. 

That leads to a second irony: that Mr 
Krenz may call a multi-party election before | 
the reformists are ready for it, thus giving 
himself a better chance to stay on top. After | 
the bloodless revolution of recent weeks, it | 
may seem absurd to suggest that the commu- 
nists would not be obliterated in a free vote. | 
The party is racked by resignations and re 
crimination, three top regional officials 
committed suicide, many others are 
when they show their faces. But it still 
around 2m members—though a MORI 
suggests only two-thirds of them ac 
support the party—and is still organised 
better than the inexperienced opposition 
Even on the night after the Wall was 
opened, the party mustered 150,000 of the 
faithful in East Berlin for a we-will-do-better= 
in-future demonstration 

The party may also have an asset in e 
Hans Modrow. He was elected prime minis- 
ter by the parliament on November 13th 
and is almost certainly the country's most 
popular communist politician (admittedly 
not much of an accolade just now). Mr 
Modrow, the Dresden party boss, has at 
tracted sympathy partly because he was dis _ 
liked by Mr Krenz's doddery predecessor, 
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M Erich Honecker, partly because he has 
astly refused the perks, including a big 
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villa that top communists usually demand. 
H e is widely called a reformer. 
That reputation may seem in line with 


his known liking for Mr Gorbachev, his ad- 





ation for the Japanese economy and his 
ess to hear other people’s views. But 
o far there has been little firm evidence to 
a * it up. Не is not, for instance, in favour 
of tearing down the Berlin Wall altogether, 
arguing that a plague of drugs and AIDS 
might then sweep into East Germany. 
Mr Modrow was this week putting to- 
ether a new government, aiming to include 
In it some representatives of newly assertive 
arties like the Liberal Democrats, which 
hid erto have been mere appendages of the 
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ERMANY is a curious construct. Not 

only are there two states in Germany, 
there are also two Berlins. West Berlin is 
marooned 88 miles from West Germany, 
plonk i in the middle of East Germany. The 
opening of the wall that for the past 28 
years has divided the old all-German capi- 
tal was the occasion for last week's street 
party in Berlin. If the two Germanies and 


| the two Berlins were ever to decide to 


- share a single state, not just a neighbourly 
| glass of Sekt, they would have a problem. 
No peace treaty has ever been signed 
between the wartime allies—the Soviet 
Union, the United States, France and 
Britain—and defeated Germany. Until 
one is, the four powers still have overall 


(but ill-defined) responsibility for Ger- 


| many. They are also still legally and physi- 
- cally in occupation of Berlin. The three 
. western allies prefer to think of them- 


selves as protecting powers. All the same, 


` the relics of occupation endure. 


All four powers work together under 
one roof in the Berlin Air Safety Centre, 
which is responsible for air traffic in the 
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communist party. Most people expect Mr 
Modrow to try to increase the weight of the 
government against the Politburo, which 
has so far had the real power. That would 
make life harder for Mr Krenz, who is party 
boss and head of state. But it could also 
make the communists look 
more acceptable as "power- 
sharers", and so help them in 
an early election. 

Will the communists agree 
to fair voting rules, or try to rig 
the poll to their own advantage? Mr 
Krenz has promised "free elections", - 
without so far naming a date. But he also 
claims that previous East German elections 
were free—presumably including the local 
ones rigged under his supervision earlier 
this year. 

The opposition is only beginning to 
take shape. A Social Democratic party has 
recently been re-formed after being banned 
for decades. New Forum, the best-known of 
the reform groups, sees itself as a platform 
for discussion, not as a political party. Like 
New Forum, a lot of other groups have elo- 
quent and idealistic leaders but are in no po- 
sition yet to mount a countrywide election 
campaign. All this may come to seem of mi- 

nor importance if masses of people keep up 
the pressure on the streets. But if the opposi- 
tion groups falter, and Mr Krenz calls a snap 
poll early next year, after next month's party 
congress, the communists may keep a hold 
on power after all. 


When Mr Krenz opened the Wall on 














Pressure-cooker Krenz lets out steam 


November 9th, the West German chancel- 
lor, Mr Helmut Kohl, was in Warsaw, 
among other things trying to convince the 


Poles that Germany would always respect 
their Oder-Neisse border. He briefly broke 





| The fine print and the four powers 


three 20-mile-wide air corridors leading 
from West Germany to Berlin. Free pas- 
sage between East and West Berlin has 
long been denied to civilians, yet diplo- 
mats and soldiers of the four powers can 





roam at will. There is usually a western 
military uniform or two among the audi- 
ence in East Berlin’s concert halls and the- 
atres—just making the point that even if 
East Germany's government thinks it is 
master in East Berlin's house, it isn’t. 

Although most West Germans think 
of West Berlin as just another part of 
"their" Germany, politically it is still sepa- 
rate. West Berlin representatives do not 
vote in West Germany’s parliament. East 
Germany breaks these and other rules (for 
example, by holding a military parade in 
East Berlin last month) over the protest of 
the western powers. 

A way through the legal tangle in Ger- 
many would be to draft that peace treaty. 
But that presents difficulties of its own. 
The Germany that was defeated in war no 
longer exists. Parts of the old Germany 
(meaning Germany as it existed in 1937) 
have been handed to Poland, other bits to 
the Soviet Union. West Germany has 
agreed that the borders around Germany 
will not be changed by force. Might they 
be changed by negotiation? Not a hope. 
But that will not stop right-wingers in 
West Germany from raising the issue and 
spoiling the party. 
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off the trip to join the jubilation in West 


Berlin. Irony number three: at a demonstra- 
tion before the Schóneberg city hall, where 
John Kennedy made his Ich bin ein Berliner 
speech in 1963, Mr Kohl got so many whis- 
tles and boos that from a distance you might 
have mistaken him for Mr Krenz. Ruled by a 
Social Democratic-Green coalition, Berlin is 
strongly left-wing; Mr Kohl is a Christian 
Democrat. Nonetheless, it seemed odd for 
the chancellor to get so hostile a reception at 
a time when all Germans, especially those in 
Berlin, might have been expected to drown 
their differences. 

The mood was sour in Bonn too, with 
one marked exception. When word reached 
the Bundestag that the Wall had begun to 
fall, a few members rose spontaneously and 
began to sing the national anthem. Others 
soon joined in, several weeping. That apart, 
it was a week of bickering about who should 
be given most credit for the ending of the 
Wall; whether there should be an all-party 
get-together to consider the next moves (an- 
swer, no); whether a four-power conference 
on Germany should be encouraged (answer, 
probably not). 

Most politicians have been caught un- 
prepared. Those, especially in the conserva- 
tive parties, who for years have called for 
Germany’s reunification find themselves 
without a plan now the barriers are breaking 
down. The Greens are mostly against reuni- 
fication, and some of their members of par- 
liament were ticked off by their leaders for 
standing when other deputies struck up the 
national anthem. The Social Democrats are 
torn between pride for the Ostpolitik 
started by Mr Willy Brandt, which may have 
helped to bring this week’s events about, 
and fear that a wave of nationalism could 
now benefit the parties to the right of them. 

No one has much idea how the revolu- 
sion to the east will affect the West German 
slection only 13 months away. While most 
Germans celebrated, political Bonn stayed 
true to its reputation as a Raumschiff—a 
spaceship far removed from the real world. 





Military alliances 


One goes pop 


NMEN President Bush and President 
Gorbachev meet off Malta a fortnight 
hence, Mr Gorbachev may ask Mr Bush to 
show his gratitude for the collapse of com- 
munism in Eastern Europe by agreeing to 
dismantle the western alliance in return. 
Senator Sam Nunn, one of Washington's 
clearer minds, said this week that the West 
should be ready for a Gorbachev proposal 
for the withdrawal of all foreign troops from 
European countries within the next few 
years. That would mean, above all, the re- 
moval of American troops from Europe. 
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Quite 


Something like this—whether offered at 
the Malta summit or later—is probably Mr 
Gorbachev's only hope of snatching a last- 
minute victory from the ruin facing Russia 
in Eastern Europe. Mr Bush, never a man 
for the sudden plunge, is unlikely to agree. 
No West European government at present 
seems to want him to. Yet a flat No will not 
be enough of an answer. Events east of the 
Elbe require a hard new look at western de- 
fence policy. 

A couple of weeks ago, the hope was 

that NATO and the Warsaw pact would be- 
fore long agree to a deal which cut the com- 
munist alliance down to rough equality with 
NATO, at NATO's present size or a bit below. 
Two weeks on, the Warsaw pact may for 
practical purposes be ceasing to exist. Po- 
land has almost reached democracy, Hun- 
gary will get there early next near, East Ger- 
many and Czechoslovakia may not be far 
behind. These four countries are the heart 
of the Warsaw pact outside the Soviet 
Union itself. Even if they decide to stay 
members of the pact, to ease Russia's hu- 
miliation, their membership will be pretty 
nominal. They will have little enthusiasm 
for joint planning with the Soviet army. Be- 
fore long they will probably ask for the with- 
drawal of most, or all, of the Soviet troops 
on their territory. NATO could be negotiat- 
ing with a burst balloon. This raises several 
big questions. 
@ How far can NATO cut its forces? A year 
ago, the warier generals were saying it could 
go no more than about 5% below its present 
size. Bolder people then began thinking of 
1596 or 2096 below. If Russia pulls its army 
back within its own borders, and a Warsaw 
pact no bigger than NATO becomes a ghost 
of an alliance, the western cuts could go well 
beyond that. 

An alliance must be kept in being—not 
only because some Soviet conservative may 
overthrow Mr Gorbachev, and then try to 








reimpose Russia's grip on Eastern Europe; 
but because Russia is not the only danger to 
democratic Europe. The explosive Gulf, on 
which the West once again increasingly de- 
pends for its oil, is for many people the 
worry of the 1990s. A reunited Germany 
nags at other minds. All this needs a cone 
tinuing Euro-American alliance but proba- 
bly not, in the next few years, one as big as 
today's. How much smaller it could be de- 
pends partly on: 

ө Can “forward defence" be dropped? It 
was the West Germans who insisted that 
NATO should be able to defend their country 
right up to the border with East Germany. 
This needed a lot more troops and tanks 
than a mobile defence, in which the western 
armies could have given way to the first come 
munist attack and then counter-attacked 
where it suited them. If East Germany be- 
comes a democracy free of Soviet troops, 
"forward defence" will be yesterday's 
phrase, and NATO can be that much smaller. 
But how far the cutting can be carried de 
pends in turn on: 

e Will there still be nuclear weapons in Ger 
many? The West Germans have been resist- 
ing the plan to put a new short-range nue 
clear missile into their country, to replace 
the elderly Lance. The end of the Berlim 
Wall will doubtless make even more of them: 
say a Lance replacement is unnecessary. 

In one way, they could regret it if they 
do. The defence of Europe still needs a mue 
clear component, in case Gorbachevism 
vanishes. The nuclear component could be 
provided by cruise missiles carried on aire 
craft based in Britain, France, Italy and 
Spain. But even a few missiles in Germany 
itself would be a better deterrent to expan- 
sionism in a post-Gorbachev Russia. With- 
out them, more tanks and guns and infan- 
trymen will have to be kept in Germany. 
Unless, of course, Question Four arises: 

e Will Germany drop completely out of the 
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western alliance? If Mr Gorbachev gets no- 
where with the idea of an American with- 
drawal from the whole of Europe, he may 
still keep trying to get the Americans out of 
Germany. The neutralisation of Germany is 
now more or less overt Soviet policy: Mr 
Gorbachev came close to suggesting it in 
East Berlin last month. A denuclearised 
West Germany would be one step in that di- 
rection, because the Americans would be re- 
luctant to keep their troops there without 
nuclear protection. Mr Gorbachev may try 
to use such influence as he still has over the 
future of East Germany—and thus over the 
possibility of a reunited Germany—to prise 
West Germany into full neutrality. 

This would require a reconstruction of 
the whole alliance. The issue would no 
longer be merely the need to preserve an in- 
surance policy against the overthrow of Mr 
Gorbachev, and a means of dealing with fu- 
ture trouble in the Gulf or elsewhere. A 
united, neutral Germany would be a great 
military power. Facing a still nuclear Russia, 
it would have to think seriously whether it 
could afford to stay non-nuclear. Most other 
West Europeans would want an American 
presence in Europe as a counterbalance to 
this Germany. There could even be a French 
plea for the Americans to bring their divi- 
sions and their airfields back to France. 

None of these questions has any answer 
yet; they have barely started to be asked. 
Some of them may prove academic. The 
Germans, in particular, may turn out to be 
more resistant to the lure of neutralisation 
than the nervous-minded fear. But the lead- 
ers of the European Community should be 
putting these things to themselves over din- 
ner in Paris this Saturday night, and Mr 
Bush should be ready for that moment off 
Malta when Mr Gorbachev leans forward 
with an appealing smile on his face. 








Non-German perspectives 


Who's afraid of 
Germany? 


FROM OUR PARIS CORRESPONDENT 


IRTUALLY since the creation of two 

German states 40 years ago, the West 
has been for, the Russians against, their 
reunification. That at least was the theory. 
Now that the issue suddenly seems more 
real, reactions from Germany's western al- 
lies and from Russia are looking less tidy. 
“Reunification”, to be sure, has two senses: 
the forging of normal and ever tighter links 
between two societies, on the one hand, and 
the merging of two states on the other. The 
British foreign secretary, Mr Douglas Hurd, 
is probably right that for the moment, the 
state-state issue is secondary. But at the 
speed events are going, nobody can be sure 
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The Europe they made at Yalta begins to blur 


how long this moment will last. 

Like almost everyone else, the French 
welcome the prospect of a better life for East 
Germans and they were moved by the hu- 
man drama of the opening of the Wall. Pres- 
ident Mitterrand keeps repeating that there 
is nothing to fear from a democratic Ger- 
many, peacefully reunited, and a poll indi- 
cates a majority of French people favour 
German reunification. 

Yet this is only half the story. French 
people too young to remember the second 
world war are bothered by the idea that they 
could soon be facing an even bigger eco- 
nomic giant. In the past halfyear, the 
French have had a foretaste of the sort of 
take-it-or-leave-it behaviour they fear in 
Germany's scrapping of a savings tax the 
French wanted them to keep and in German 
shifts in interest rates. 

The French worry that change in the 
East will hurt their efforts to make the Euro- 
pean Community more than just a high- 
grade common market. When the West Ger- 
man chancellor, Mr Helmut Kohl, called Mr 
Mitterrand to ask him to put Eastern Eu- 
rope on the agenda of the EC summit in 
Strasbourg next month, Mr Mitterrand 
took fright and invited his fellow leaders to 
talk about Eastern Europe instead over din- 
ner at the Elysée on November 18th, where 
he was expected to propose a European 
bank to aid the East's reformers. He wanted 
no distractions at Strasbourg from mone- 
tary union and the proposed social charter. 

The French want these things not just 
for themselves but as a way of “deepening” 
the Community. They think a Community 
with a political dimension is the best way to 
bind West Germany into Western Europe 
and, Ireland's neutrality aside, the solidest 
base for Europe's defences when the Ameri- 


cans withdraw. 

If the British have qualms about Greater 
Germany, they are better buried than those 
of the French. Tactically, events in Eastern 
Europe suit Mrs Thatcher. She dislikes the 
idea of a strengthened EC, so diluting its 
membership holds fewer perils for her. She 
wants the Community to concentrate on 
helping the economies of Eastern Europe, 
particularly by inventing some form of asso- 
ciate status for Poland and Hungary. 

Britain has, for all that, some new Euro- 
pean thinking of its own to do. A first whiff 
of change: senior officials in Whitehall are 
said at last to accept that NATO is almost cer- 
tainly not going to get the modern short- 
range nuclear weapons which Mrs Thatcher 
has fought so hard for. More broadly, if re 
form continues across Eastern Europe, Brit 
ain may come to look less sceptically at new 
defence ideas in Europe. For ten years or 
more, it has been cool, for example, to cross- 
channel overtures on nuclear co-operation 
with the French, stressing instead the re- 
inforcement of NATO. Yet before long, 
NATO's very existence may be in question. 

Germany's West European allies are get- 
ting the attention now partly because it is 
about to be stolen from them when Presi- 
dents Bush and Gorbachev meet off Malta 
next month. Fighting an inevitable rhyme, 
American and Soviet spokesmen say that 
this meeting will not be, with the signs 
changed, another Yalta—the Crimean 
meeting in 1945, when America, Britain and 
Russia in effect ratified the postwar division 
of Europe. 

The Soviet foreign minister, Mr Edward 
Shevardnadze, told his French counterpart 
this week in Moscow that it was the Russians 
who “began this peaceful revolution”. 
Without the active encouragement of Mr 
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| FROM A SPECIAL CORRESPONDENT 


| YT WAS a new arrangement of an old 
| Austro-Hungarian theme. Against the 
sound of splintering timbers and tum- 
bling masonry in Berlin, four countries 
that were once part of a great Habsburg 
empire in south-central Europe were tun- 
ing up once more in Budapest last week- 
end. The foreign ministers and deputy 
prime ministers of Italy, Austria, Hungary 
and Yugoslavia were meeting to launch a 
new regional grouping pledged to pro- 
mote “the process of greater unity in Eu- 
rope". By a happy coincidence which Ita- 
| lys foreign minister, Mr Gianni De 
Michelis, was quick to point out, the 
meeting was taking place at a moment 
when new formulas for east-west collabo- 
ration are urgently required. 

The four members of the group do 
not, at first glance, have much to share 
save cultural roots in what was once the 
| Mitteleuropa of the Emperor Franz Josef. 
Italy is a rich member of NATO and the Eu- 
ropean Community. Hungary is a mem- 
ber of Comecon and the Warsaw pact. 
Neutral Austria is a member of the Euro- 
pean Free Trade Association. Non- 
aligned Yugoslavia is struggling against 
collapse. 

The new group has already been antici- 
pated in café society. Trieste, the main 
port of the Habsburg empire before 1918, 
has started to celebrate what Mr De 
Michelis calls "the refounding of 
Mitteleuropa” by restoring the Café San 
Marco to its original splendour. The San 
Marco was reopened this month to the 
strains of Hungarian violins with the may- 





| Mitteleuropa tunes up once more 


BUDAPEST 


ors of Trieste, Vienna and Budapest 
seated alongside the minister of culture of 
Slovenia and the prime minister of Cro- 
atia. Just as it is eagerly read today by the 
clients of Budapest’s Gerbaud café, the 
Vienna newspaper Die Presse has always 
been available to the San Marco's clients 
courtesy of its management. 

If the refounding of Mitteleuropa is to 
provide more than good café talk from Za- 
greb to Venice, the new group will have to 
promote some aims. Ties already exist at 
local level among the four members. The 
intention now is to develop new transport 
links to central Europe and to loosen cus- 






toms controls. 
For national governments, the com- 
mon pole of interest remains the Ec. Both 
Austria and Hungary want to join. Both 
believe the road to Brussels runs through 
Rome. Though it is happily pursuing a | 
central-European regional role, Italy says 
its forays east are in no way intended to | 
weaken EC integration or its commitment 
to NATO. It is particularly anxious not to | 
let the more prosperous and westward- 
looking Yugoslav republics of Croatia and 
Slovenia jump the gun and apply for inde- E 
pendent membership of the EC, thus pre- 
cipitating a Yugoslav crisis. Hence the in- 
vitation to the Yugoslav federal govern- 
ment minister, Mr Budimir Loncar, to 
join the Budapest quartet last weekend. 
He was clearly its least enthusiastic player, ү 





What’s the Sachertorte like in Brussels? 





vorbachev, it is almost inconceivable that 
the East German leaders would have done 
what they have. When Mr Gorbachev was 
in Berlin, he is believed to have told the now 
departed Mr Erich Honecker that Russia 
would back East Germany in any event be- 
cause it was an ally, but that it would much 
prefer to back an ally that reformed itself. 

Reform-minded Russians seem to be- 
lieve that the “social democratisation” of 
Eastern Europe is probably now unstoppa- 
ble. In their way, they have encouraged it. 
To be sure, the Russians want guidewires: 
communist parties must not be humiliated; 
countries cannot leave the Warsaw pact on 
their own; borders can be changed only by 
negotiation. Officially, Russians still say 
there should be two Germanies. Yet at for- 
eign-policy think-tanks in Moscow, special- 
ists have begun to say that over, say, five to 
ten years, some sort of German reunifica- 
tion would not be unthinkable. 








West Germany and Poland 


A friend in need 


FROM OUR WARSAW CORRESPONDENT 


HIS was to be the big visit. After nine 

months of delicate negotiations, the 
West German chancellor, Mr Helmut Kohl, 
at last went to Poland on November 9th. He 
wept as he embraced Poland's Solidarity 
prime minister, Mr Tadeusz Mazowiecki, af- 
ter a church service in once-German Silesia; 
he made his pilgrimage to Auschwitz; and he 
signed a statement declaring secure borders 
a “precondition for peace in Europe”. 

No one much noticed. Events in East 
Germany overshadowed the trip. Even the 
normally sceptical Poles spent last weekend 
enjoying the Berlin events vicariously. 
Perched on the Wall last Friday night, a few 
even joined the Germans chanting 
"Deutschland, Deutschland", and then 
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switched to the Polish national anthem. 
As the novelty of the Wall's new perme- — 
ability fades, Poles are remembering that 
they have reason to beware the conse- 
quences of a reunited Germany, or at least: 
of a Germany preoccupied with its own _ 
problems. Poland's western border, which ^ 
will be legally under question if reunification 
comes about, is the least of the Poles’ wor 
ries. They joke bitterly that the Nazi dream _ 
of turning Poland into an economic colon 
will return, this time without the invasion; а 
The DM4.5 billion ($2.4 billion) "peace © 
offering" Mr Kohl brought with him 
dwarfed anything any other country has of 
fered Poland. There will be DM3 billion of 
government-guaranteed credits for Ger _ 
mans wanting to invest in designated Polish _ 
industries; a gift of DM500 billion to help - 
stabilise the Polish currency and balance the | 
budget; and an agreement to converta ОМ] _ 
billion credit granted to Poland in the 1970s. 
into zlotys. All this confirms what any sensi 
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ble Polish economist already 
knows: that much of the rebuilding 
of Eastern Europe depends on the 
à ans. German investment can — ^1 
ve Polish industry, German mar- ^ 
kets will buy Polish produce, Ё 
Germans hold more than 20% 
of Poland's $40 billion debt. 
| Some Poles really do see this 
as a threat. Polish workers have 
protested against German inves- 
‘tors who “want to buy out the 
country’. Some have even darker 
thoughts: a Polish weekly hinted 
recently that most of the money 
would quietly go into the for- 
an territo- 
in the west and 
north-east of Poland. 
Why, suspicious Poles 
nder, did Mr Kohl 
st on going to Sile- 
where he was wel- 
ied as "our chan- 
or" by some ethnic 
Germans? Mr Kohl in- 
‘sisted on playing down 


hi Silesian welcome 


lis 
and did his best to 
| calm fears in Warsaw, 
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Mazowiecki and Kohl: on their knees 


saying the Germans had no "prede- 
termined priorities" in mind. 
He also tried to calm fears of 
the opposite possibility: that West 
Germany will become so ab- 
sorbed in rebuilding East Ger- 
many that it will forget about 
the promises it has made to 
the Poles. "Please take my re- 
turn to Poland as a symbol," 
he told reporters after the 
27-hour break in his trip for a 
dash back to Bonn and Ber- 
lin. "We haven't forgotten 
that without developments in 
Poland and Hungary, the 
events in East Germany 
would not be possible.” 
The Poles have not 
forgotten, either. "They 
should be thanking Lech 
Walesa," grumbled опе, 
watching the Berliners pop 
champagne last weekend 
and contrasting the scene 
~~ with gloom 
WEN at home. 
While Poles 
struggled for 
freedom, he 





complained, East Germans worked dili- 
gently on. Nowhere is the contrast clearer 
than on the road from Berlin to Warsaw. 
The Polish roads are narrow, windy and 
crowded. The East German highway is 
bumpy and needs repair, but no one could 
mistake it for anything but an Autobahn. 





Bulgaria 


How Zhivkov fell 


FROM A SPECIAL CORRESPONDENT SOFIA 


L IS a sobering thought that Mr Todor 
Zhivkov had been in power in Bulgaria 
for seven years when the Berlin wall went up 
in 1961. He happened to lose his job as party 
leader on the day the wall came down. The 
official story is that he resigned. In fact, he 
was pushed in a carefully planned coup. 
Unwittingly, it was the 78-year-old Mr 
Zhivkov who precipitated his own demise 
when, last May, he chose to encourage a 
mass exodus of ethnic Turks: some 310,000 
of Bulgaria's Im or so Turkish minority left 
before Turkey, unable to cope with the in- 
flux, closed the border. Losing so many peo- 
ple so fast caused havoc in the Bulgarian 
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UTUROLOGISTS are starting to 

| A imagine the look of a Europe no 

| longer divided into two halves, east and 

west. They are picturing maps, similar to 

| | theone here, of how Europe may look ten 

. years hence. Look closely, and you will see 

|| something odd about the new design: а 
|| thick mist over Russia. 

| The conventional futurology 





| The Russian question 


rier-free access to the market (but having 
limited influence on EC rule-setting) and 
in some cases qualifying for aid. This 
"third tier" would consist mainly of neu- 
tral countries. It would include members 
of the European Free Trade Association 
as well as Turkey and those East European 
countries (Hungary, Poland, Czechoslo- 


vakia, perhaps all or part of Yugoslavia) 
that had shed communism. 

Some movement might be possible be- 
tween the second and third tiers. Norway 
and Austria could join the Community, 
for instance. Some parts of the Soviet 
Union—the Baltic republics are the most 
obvious candidates—could conceivably 
split off to join the block of states associ- 
ated with the Ec. 

That is where the difficulty begins. 
How does Russia fit into the 


_ assumes that at the heart of the 
new Europe will be a united 
- Germany attached to the Euro- 
p Community. [n some ver- 
` sions the Community itself be- 
comes a two-tier club. The inner 
core—France, Germany, ltaly, 
| Benelux, maybe Iberia—forms а 
peur federal "United States of 
Europe", with its own govern- 
| ment and even army (if Ger- 
many in the end decides to ac- 
` cept that this much constraint). 
. Britain, Ireland, Denmark and 
` Greece would still be EC mem- 
bers, and part of its single mar- 
` ket, but would stay detached or 
semi-detached from some of its 
` federal institutions. 

To the east would be a 
swathe of non-members locked 
into a close association with the 

| Community: getting almost bar- 


| 
1. 
| 
| 
| 
| 
| 
| 
| 
| 
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Mapping Europe’s future 
[XX] Members of "United States of Europe" 
ES Members of European Community 

EC Associated members of European Community 


SOVIET UNION 








new Europe? To the extent that 
they have any bargaining power 
left, Mr Gorbachev and his suc- 
cessors will want something in 
return for giving up military and 
economic dominance in Eastern 
Europe. A cordon sanitaire of 
neutral states might satisfy So- 
viet security worries—especially 
if Mr Gorbachev could manage 
to bring about America's with- 
drawal from Europe, leaving 
Russia as the only nuclear super- 
power in the continent. Yet 
Russia would also like to be part 
of Europe's economic club. 

It may prove too powerful to 
ignore. Yet it is too big, and too 
Asian, to fit in easily even as an 
associate member. The Russian 
question may be even harder to 
answer than the German 
question. 
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the Rion minister, 53-year-old Mr 
r Mladenov, was furious. He had 
ked hard to repair Bulgaria's damaged 
utation since its alleged involvement in 
e attempt to kill the Pope and its ruthlesss 
ampaign to force Bulgarian Turks to 
‘hange their names in 1984. Now all the 
лага work was undone. Mr Mladenov de- 
ided it was time for the old man to go. 
Willing allies were not at hand until July 
That was when Vladimir, Mr Zhivkov’s in- 
petent son, was promoted to run the 
tral Committee department for culture. 
Dobri Dzurov, the defence minister, 
ho. served with Mr Zhivkov in‘a guerrilla 
unit during the second world war, saw this 
he last straw. 

Mr Dzurov had to tread carefully. He 
xcellent relations with the Kremlin. 
2,000-strong “praetorian guard" pro- 
ed the Zhivkov clan. He had to ensure 
oyalty from the army, which had been 
ved in an unsuccessful coup in the 











































elcome to Schengenland 


Eekgbeereeeha niei reete eene tenente rte nt ene penne enne 


Five countries in the heartland of the Eu- 
'opean Community agreed on November 
.to end controls at their shared bor- 
rs, probably some time next year. The 
greement between France, West Ger- 
many and the Benelux countries sets an 
xample to others reluctant to accept the 
prospect of a genuinely frontier-free 
Community. 
The agreement will be signed on De- 
ember 15th at Schengen, the village near 
the Luxembourg-German frontier where 
the five met four years ago to negotiate an 
end to border checks. The agreement will 
ease personal travel across frontiers and 
reduce checks on commercial traffic to a 
minimum. It also sets common rules for 
Visa and asylum policy and reinforces co- 
operation on security issues such as drugs, 
terrorism, illegal immigrants and the right 
‘of hot-pursuit by police across national 
frontiers. 


Ozal's Turkey 


“Installed as president of Turkey on No- 
vember 9th, Mr Turgut Ozal has already 
made it clear that he intends to go on run- 
ning the country—rather as he had done 
as prime minister for the previous six 
years. Though pledging scrupulous 
impartiality”, he has also declared his as- 
-piration to be a "political president”, not 
a figurehead. 











19605. More support was needed. Mr 
Georgi Atanasov, the prime minister, and 
Mr Andrei Lukanov, the foreign trade min- 
ister, were enlisted to complete a quartet’ of 
conspirators. 

On October 24th, after a quarrel with 
Mr Zhivkov, Mr Mladenov resigned. His let- 
ter of resignation was full of vitriol against 
the old man, accusing him of bringing the 
country to ruin. Mr Zhivkov rejected the 
resignation. En route to China, Mr 
Mladenov stopped off in Moscow to clear 
the way for the night of November 9th. 
Then, at a Politburo meeting, the ten voting 
members were faced with a demand for Mr 
Zhivkov to resign. One of his supposed al- 
lies, Mr Pencho Kubadinski, switched sides 
at the last minute, tilting the balance. Mr 
Mladenov became party leader. 

Mr Mladenov now has to move quickly 
to oust the rest of the old guard. That means 
calling an early party congress. Mr Lukanov, 
tipped to be the next prime minister, wants 





ity: groups of intell кө are no 
longer whispering in fear. They seem conf- 
dent that Mr Mladenov is sincere about re- 
pairing 35 years of Brezhnevite rule. 

But how radical is the change the new 
leadership has in mind? At the moment, Mr 
Mladenov and his allies seem to want eco- 
nomic reform plus glasnost, but they stop 
well short. of cóntemplating free elections 
and giving up the Communist party’s mo- 
nopoly of power. They may have to change 
their ideas. The lesson this year from the 
communist world is that economic ae 
does.not stick unless it is preceded by politi- 
cal change. And Bulgarians are getting a lit- 
tle bolder: A green. movement called 
Ecoglasnost : is gaining strength. A dem- 
onstration in Sofia by 4,000 of its support- 
ers, five days before Mr Zhivkov fell, was ас 
sign that he was losing his grip. 



























Meanwhile, elsewhere in Europe 


Berlin was a show-stopper, but not a news-stopper. Here is a quick 
ook at what else has been happening in Europe 


Mr Ozal has chosen the 54-year-old 
Speaker of the national assembly, Mr 
Yildirim Akbulut, as the new prime minis- 
ter. A small-time lawyer from Erzincan in 
Eastern Turkey, the affable Mr Akbulut is 
hardly a political heavyweight. Opposi- 
tion politicians have already dubbed Mr 
Akbulut as "Ozal's baskatib" (chief 
clerk). As one observer put it, with Mr 
Ozal around at least there will be no 
power vacuum in Turkey. 


Spain's recount 

Did the Socialists fail to win an overall 
majority in last month's election after all? 
The final result could remain in doubt un- 
til December 5th. That is the deadline for 
a decision by judges in Murcia on who 
took the last of nine seats in the province. 
Provisional results had given it to the So- 
cialists, providing them with a one-seat 
overall majority in parliament. But the 
electoral authorities, who found irregular- 
ities at several polling stations, annulled 
all the votes cast in them and handed the 
seat to the Communist-based United Left. 
The Socialists have “appealed to the 
courts. 

Whatever the outcome, Spain will con- 
tinue to have a Socialist government. But 
if the Socialists lose their appeal they will 
need support from another party—most 
likely che Basque Nationalists—to be as 
sured of a swift vote of confidence when 
parliament reconvenes. 









deesse rone béetomehshsesubeseesónevveavao eere eden 


Mr Achille Occhetto, Italy’s Communist 
party leader, has said that recent "shatter- 
ing events" in Eastern Europe give his | 
party no choice but to change its name. 
Mr Occhetto wants to call an extraordi- 

nary congress early next year to "re- 
found" the party under a new name. The 
next step, according to Mr Occhetto, 
should be an application to join the So- 
cialist International. Many of the party's 
1.4m members will strongly oppose a 
name change. With 27% of the vote, Ita- 
ly's Communists are still the second larg- 
est party in parliament, though they have 
played по part іп government since 1947. 


Italy's changing Communists | 
| 





End of era 


ООСО oan 


A poor pocket-sized country with peasant 
agriculture but glorious stamps—that | 
summed up Liechtenstein when 32-year- | 
old Prince Franz Josef II became its ruler | 
in July 1938, the first to reside in Vaduz. | 
He died on Monday, leaving a trans- | 
formed country. Financial services and in- | 
dustry dominate the economy, the princi- 
pality's inhabitants are among the richest 
in Europe. Hans Adam, who had taken 
over his father’s executive powers for the 
past five years, is the new Prince of 
Liechtenstein. 





Spain's Communists buried their civil- 
war heroine, Dolores Ibarruri, better 
known as La Pasionaria ("The Passion 
Flower”), after she died at the age of 93. | 
She once told Republican troops that it | 
was better "to die on your feet than live | 
on your knees". | 










SCHOOLS BRIEF 


What checks? Which balance? 


In the second of our briefs on British politics, we look at how a 


® DN is one of the hand- 
| of. democracies that has 
written constitution. It has 


|. never consciously tried to limit 


its governments by a system of 
checks and balances, The doc- 
trine of the “separation of pow- 
ers" has never been applied in 
Britain. Whereas the American 
constitution separates govern- 
ment’s: judicial, executive and 
egislative functions, so that 


„aone may be exercised by the 


same body, Britain muddles 
them up. 

All political leaders of the Brit- 
ish executive are also members 
of the legislature; one way of 
looking at the Cabinet is as the 
senior committee of parliamen- 
tarians. The lord chancellor is at 
one and the same time a govern- 
ment minister, a judge and chair- 
man of one of the houses of 
parliament. 


Dicey’s duo 

The absence of formal theories 
which constrain government 
power does not mean that no 
such constraints exist. A.V. Di- 
cey, a constitutional theorist of 
the nineteenth century, argued 
that two constraints were vital to 
the British constitution. He 
alled the first "the rule of law”, 
and the second, the "sovereignty 
of parliament”. 

How do these two factors limit 
government power? The rule of 
law insists that no alteration in 
private rights and privileges, no 
incursion into private liberty, 
can take place without clear legal 
justification. The sovereignty of 
parliament states that the high- 
est source of power in the land is 
the body that is most represen- 
tative of the people as a whole; 
and the highest form of law the 
emanations of that body. And 
from this sovereignty derives the 
proposition that ministers are 
"responsible" to parliament. 

Neither theory is quite as con- 
viticing as it sounds. For exam- 
ple, it is not quite true that a gov- 
ernment can do only what the 
law says it may do—at least if law 
is given the narrow meaning of a 

tatute passed by parliament. 


go vernment's. power is constrained by constitutional safeguards 


Government ministers may also 
exercise a range of "prerogative" 
powers: strictly speaking, powers 
once exercised by the monarch 
which have never been given 
statutory form. 

The most important preroga- 
tive power concerns the conduct 
of foreign policy, which is largely 
unregulated by statute. Cranted, 
a treaty signed by the British gov- 
ernment cannot confer legal 
rights within Britain unless its 
terms are later given statutory 
form; but much of foreign policy 
does not involve treaty-making. 


Instead, it consists of govern- 
ments agreeing on common poli- 
cies among themselves, and then 
subtly altering their own behav- 
iour at home. Finance ministers, 
for example, may agree to “co- 
ordinate" their operations in fi- 
nancial markets to support óne 
currency or drive another down. 
As the first of these briefs noted, 
this internationalisation of do- 
mestic politics has grown enor- 
mously in the 1980s. But it is an 
activity carried on with little con- 
stitutional check. 

The sovereignty of parliament 
has different problems. If parlia- 
ment had an existence truly in- 
dependent of the executive, then 
the claim. that parliament and 
what it does was "sovereign" 
would amount to a claim that 
parliament in some sense "con- 
trolled" the executive. This 


would be the kind of check or 
balance that Americans, 
would understand. 

The British parliament is not 
like that. Its members are, with 
rare exceptions, elected because 


say, 





they support the programme of a 
particular party. The leader of 
the largest party in the House of 
Commons then forms a govern- 
ment. Party discipline in the 
House—or the extent to which 
MPs are expected to toe the party 
line—is strong, precisely because 
without party support a candi- 
date at an election has little 
chance of winning a seat. 

This gives a unity of purpose 
between parliament and govern- 
ment that makes it difficult to ar- 
gue that the former "controls" 
the latter. Of course, there will 
always be occasional "rebel 
lions" among a government's 
supporters. Sometimes a party 
leader might lose the support of 
his or her mes as Mr Edward 
Heath did in 1975. Sometimes 
the force of argument in the 
House will make the government 
go back and think through an is- 
sue again, even if it has the votes 
to carry through its initial plan. 





Sometimes an issue will cur 
across party lines, allowing Mrs 
to come to a non-party judg- 
ment—capital punishment has 
always been treated in thís wav 
by modern British parliaments. 
But these are exceptional cases. 
Most of the time, issues of public 
life in Britain are discussed in a 
highly partisan way, with those 
expressing loyalty to one party or 
other expected to act as their 
party has determined. In these 
circumstances, it is not clear how 
the "sovereignty of parliament" 
provides much of a check on 
what government does. 


Checks aplenty? 

Whatever the theory, one form 
of holding governments to ac- 
count has been highly effective 
in Britain. This is the ballot box; 
the chance, every five years or 
less, to pass judgment on a gov- 
ernment's — performance—and 
turf it out of office if it does not 
pass muster. The alternation of 


political power between parties 
in Britain has been a rough and 





ready way of doing the job the 
done more formally in sta 
with written constitutions. 
lt is perhaps because tl 
have seen no such alte 





































































many in hice (see | 
page). But such an int 
come with a health war 
most invariably (and ab 
evitably) those Me Sup 
reform are themselves. | 
political power. 
In the 1970s, for exam 
Lord Hailsham, then a lé 
Conservative peer, called Br 
an “elective dictators! 
something of which less” 
heard during the period f 
1979 to 1987 when he was) 
Thatcher's lord chancellor: $ 
ilarly, in the 1980s it has mai 
been politicians or comm 
tators owing loyalty to the 
bour party or the centre part. 
who have led calls for гегу 
Yet during the Labour gov 
ment of the 1970s little was 
to enable either parliamen 
anyone else, to exercise real 
trol over governmental pow 
On one matter almost 
agree. The floor of the 
mons—the cockpit of parti: 
politics—is not particularly s 
suited to uncovering acts.of n 
ligence or maladministration 
government; nor is it the pl 
where the detail of govern 
policy can best be subjected 
scrutiny. | 
Charts 1 and 2 show how ti 
on the floor of the Hou 
spent. The discussion of le 
tion still dominates the House 
business; and the governi 
still controls the lion's sh 
time. The position of 
benchers is not hopeless: chai 
understates their сһайе 
hold ministers to account, 
they do Eu. not just at à 
time but also by débat 
tions. On the other hand, 
2 overstates the amount c 
that backbenchers co 
















of it late at night, in an all- 
deserted chamber. 

ence there was much sup- 
for the decision of the gov- 
ment in 1979 to introduce a 
Jf backbenchers’ select com- 
ees to shadow government 
artments. These committees 
juld take evidence from civil 
rvants, ministers and outsid- 
, and report—it was Men) 













of America’s 














i years on, how have the se- 
committees fared? Their 
dis mixed, perhaps because 
had been raised too high. 
hen Britain was adopting 
elements of the American 
odel, many American scholars 
e looking with a jaundiced 
at their own practice. They 
the extent to which con- 





gressional committees: had be- 
come little fiefs of powerful 
chairmen, and had formed mu- 
tually supportive "iron trian- 
gles" with the departments they 
were meant to scrutinise and 
with relevant pressure groups. 
Under strong leadership, 
some of the Commons’ commit- 
tees have had their successes. 
That was true of the education 
committee from 1979 to 1983, 


‘and of the treasury and civil-ser- 


vice committee for most of the 
decade. But the government has 
sometimes frustrated committee 
inquiries by refusing to allow rel- 
evant civil servants to give evi- 
dence, as it did after the West- 
land affair of 1986. The 
committees have found that 
there are strict limits to biparti- 
sanship. They have worked best 
when they have kept to technical 
subjects; when the going has got 












| he Charter and the Scots 


hae the most significant sign of political interest in con- 
tional reform was the publication i in the autumn of 1988 
call for a fundamental change in Britain's governing ar- 
ments. "Charter 88", as the document was called, advo- 
written constitution with a Bill of Rights, freedom of 
ormation, a reformed electoral system and а new second 
hamber of parliament to replace the present House of Lords. 
Though professional politicians were excluded from the ini- 
ist of supporters, Charter 88 was and remains closely asso- 
ciated with the centre parties and with some interested in con- 
tutional matters in the Labour party. The official Labour- 
tty response, however, has been to pour cold water on the 
harter's ideas. Every bit as much as the Conservatives, La- 
ur views a Bill of Rights as anathema. This is ostensibly be- 
e such a Bill would not protect the "rights"—like a “right 
o work "—that Labour thinks are most valuable. 

In England the ideas in the Charter, like ideas of constitu- 
tional reform generally, are a minority interest. But in Scot- 
and the debate about constitutional reform has a much 
harper edge. When the Conservatives won just ten of Scot- 
land's 72 seats at the 1987 general election, talk about Scot- 
-_land’s constitutional arrangements started afresh for the first 
“time since devolution died in 1979. In 1988 a Scottish con- 
tutional convention was established to discuss what form 
nstitutional reform might take. 

The significance of the Scottish development is twofold. 
First, it commits a significant part of the Labour party (very 
much the establishment party in Scotland) to some of the con- 
titutional-reform agenda. It is highly likely that the conven- 
tion—and hence the Scottish Labour party—will favour pro- 
“portional representation for any devolved Scottish law- 
making assembly. 

© Secondly, the deliberations of the convention call into ques- 
n the very nature of the British unitary state. One school of 
hought i in Scotland takes the view that the reason devolution 
led ins the 1970s was that it was "unilateral: Scotland 
would have had a devolved law-making assembly, but England 
would not. The way to avoid that objection in future, it is said, 
would be to give England an assembly too. That would mean 
"changing Britain from a unitary state to a federal one, a propo- 
sition that has not been seriously advanced since before 1914. 


































































































































politically charged, they have 
been less convincing. 

Nor is it clear that they have 
had a significant impact on gov- 
ernment policy. Since 1979, an 
average of just three committee 
reports a year have been debated 
on a substantive motion by the 
full House. On the other hand, 
the committees have played an 
invaluable role in opening up 
British government, acting as a 
two-way channel that both puts 
outsiders' views into the White- 
hall machine, and exposes offi- 
cial thinking earlier and in 
greater detail than used to be the 
case. In the long-term, this may 
be the committees’ most signifi- 
cant contribution. 


Judges over the water 


The select committees were de- 
signed to consider government 
policy. The Parliamentary Com- 
missioner—often known as the 
ombudsman—looks at claims 
that a government department 
has made a mistake of adminis- 
tration. The ombudsman can in- 
vestigate only if asked to do so by 
an MP. No ombudsman has ever 
established himself as a. public 
figure, ànd—as chart 3 on the 
previous page shows—the num- 
ber of cases referred to ombuds- 
men by MPs has dropped from its 
peak in 1980. 

That drop might be because 
there is less bad ‘administration 
to complain about, but the sec- 
ond line on the chart makes that 
seem unlikely. Applications for 
judicial review—the process by 
which courts can look into a de- 
cision made by a public body— 
have trebled in the decade. 

Judicial review is- available 
against the decisions of any pub- 
lic body, not just government de- 
partments. So the chart, by it- 
self, does not prove that central 
government is now checked in 
the courts more often than ever 
before. In fact, though, that is 
the case, Judicial review. of cen- 
trakgovernment . decisions has 





becomes so common that all civil 
servants are now briefed on the 
dangers of falling foul -of the 
"judge on your shoulder"; as 
one internal Whitehall досие 
ment puts it. 

The increase in judicial scru- 
tiny of government is one of twc 
ways in which the British system 
of checks and. balances has 
changed in the 1980s. The other 
is in the extent to which itis no 
longer a purely domestic system. 

Britain has no Bill of Rights in 
the sense known in many coun- 
tries: a statement of liberties that 
takes precedence over legislation 
and whose content is interpreted 
by the courts. But Britain is a sig- 
natory to the European Conven- 
tion on Human Rights, a treaty 
(largely drafted by Britons 40 
years ago) administered by the 
Council of Europe. 

Chart 4 shows a veritable ex- 
plosion in the number of com- 
plaints about British practice 
made to the European Commis- 
sion on Human Rights, which in- 
vestigates such complaints. 
There has been a similar growth 
in cases involving Britain befor 
the court of human rights, whicl. 
takes jurisdiction of those mat- 
ters that the commission cannot 
settle. 

The same chart shows the 
cases involving. British practice 
before the (quite separate) court 
of the European Community 
(EC). It is a doctrine of both Ec 
law and British domestic law 
that, on matters within the com- 
petence of the EC, Community 
law is superior. Hence to the ex- 
tent that the ЕС looms larger in 
British political life, the signifi- 
cance of the European court as a 
way of holding. British govern- 
ments to account will continue 
to grow. Arguably, it is in these 
little-understood European insti 
tutions. that Britain is finding it- 
self a system of checks and bal- 
ances of the kind familiar in. 
most other democracies. 








Clearly the judges had no difficulty 


in voting Camus the best cognac in the world. 












г You can find us in 140 countries. We are known for 






truly multidomestic. 

















We have a well-established presence in almo 


» D. [ D eing local industrialized country, based on long-standi 


business partnerships with customers in power generatic 


-= transmission and distribution, industrial automation, tt 
ay ] d d d portation systems, environmental control, and othe: 
a \ V Of W 1 C * related fields. In addition to nationwide sales and se 


organizations, we have manufacturing facilities in 30 countries. 








Although our roots are European, our 180,000 employ 


are spread worldwide. There are over 30,000 of them servi 





customers in the Middle East, Africa, Asia and Latin Ame 
Where they are at home, we are at home. | 

We play an important part in the development of in 
and local infrastructure. That means much more than wi 
contracts. It means being there and knowing a country wel | 


means investing locally and becoming a part of the com: 





If your interests are international, you will find AB 
ucts and services wherever you do business. And you c 
fident that ABB has what it takes to stay ahead in indust 
compete on global terms. | 

If your interests are local, then we are right there x 
as insiders. 


. At ABB, we are local worldwide. And proud of it. 
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A pater DISSERTATION ON ALTERNATIVE CUISINE 





To OFFER THE OPTION OF A Low CALORIE MEAL IS, FOR SOME 


OPPORTUNITY TO DEMONSTRATE THAT Goom 
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The results of progress - the top of the range Saab 9000 CD, the new Scania 3 series trucks 


Over the years we have gained a reputation for engineering skill and forward 
thinking. Attributes which have been the groundwork for an unequalled breadth 
of products in the field of transport technology. 

Over the last decade the Saab-Scania Group's world-wide sales have increased 
each year by an average of 14%, and profits rose by an annual average of 21%. 
During that same period more than 14% of sales was re-invested in sites, plant and 


We make cars, trucks, aircraft — and progress. 
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“Truck of the Year 1989" and the Saab 340 regional airliner. More comfort, more economy, more power, more capability. 


| SAAB-SCANIA 


| Leaders in specialized transport technology 


product development. As a result sales in 1988 exceeded 
SEK 42,500 m. (US $ 6.8 billions) and consolidated income 
SEK 3,200 m. A financial progress which comes from 
making trucks, cars and aircraft — the Saab-Scania way. 








- For more information about Saab-Scania and its products please write to: Saab-Scania AB, Corporate Communications and Public Affairs, S-581 88 Linképing, Sweden 
#4 





Music To Your Ears. 


International business trave! sounds glamorous. But you, of course, know it's exhaust- 
ing. Maybe that's why so many of our guests return to the Jianguo. It's a tradition — just 
like our Sunday concerts, 

Everything about the Jianguo is special — from our unique water garden to our caring 
service. We have only one standard in all things ... excellence. 

Excellence has always been a Jianguo tradition. 














thnk 
[1 swiss-belnorel JIANGUO HOTEL 


Management & Marketing Consultants BENING 


For reservations Please contact: Jianguo Hotel Beijing Tel: (86)1-5002233 Telex: 22439 JGHBJ CN Fax: (86)? 5002871, Swiss-Belhote! Management, Tel: (852)5-8681221, 
Telex: 69124 SBHTL, Fax: (852)5-8401644 Utell International, Delton Reservations or your local travel agent ® 







Do you travel on business? 


YOURSELF A FLYING START WITH THE ECONOMIST BUSINESS TRAVELLER'S GUIDES 


While culture shock can be a colourful experience for the casual 
visitor, it can prove a disaster when trying to establish good 
business relations. 

The Economist Business Traveller’s Guides is the only 
series of guides to cover every aspect of doing business 
internationally, with cogent briefs on: 

Business practice and etiquette € Law, tax and employment 
Political and economic * Importing, exporting and 
circumstances distribution 

Major industries and * The financial and business 
professions worlds 


Together with comprehensive guides to major business 
cities, including: hotels and restaurants, transport, and local 
business services and resources. 


Price per title including postage: UK £13.95; Rest of World 
£17.50. Payment can be made by cheque, credit card or by 
pro-forma invoice. 


NUOVE 
JA 


гамма! 


Lo MEVS 


Please send orders with payment to: 
[he Marston Book Services 
1 | Р О Box 87, Osney Mead 
) , y 

Economist P O Box 87, Osney M 

т Facsimile: (0865) 791927 Telex: 837515 

PUBLICATIONS For credit card orders and enquiries please contact: 
Mrs Pat Crook on Oxford (0865) 791155 

Personal callers may purchase books from The Economist Publications Bookshop, 23A St James's Street, London SW1. 
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BRITAIN THIS WEEK 


Setting a course 

The prime minister used her 
с annual speech at the lord 
| mayor of London's banquet to 

© contrast the collapse of com- 

_munism in Eastern Europe 
апа the federalist goal of her 
| opponents in Brussels. The 

* one promised more democ- 
“racy, she said, while the other 
‚ threatened more power for an 

unaccountable body, viz the : 

Brussels Commissiori. : 




















John Major, the chancellor of - 

the exchequer, presented his 

first autumn statement on 
government spending. An 
increase of £54) billion in 
1990-91 will be mostly de- 
voted to transport and the na- 
tional health service, but 
higher education and housing 
will also benefit. He warned of 
an unmiraculous year, but the 


markets hardly blinked. 





After a decade of abuse from 
his predecessors, local coun- 
cils heard environment secre- 
tary Chris Patten say he wants 
"co-operation and partnership 
in a two-way dialogue". 


A white paper оп commu- 
nity care proposed to make 
councils responsible for the 
old and mentally ill, allowing 
them to buy in public and pri- 
1: vate services—just as Sir Roy 
“Griffiths suggested 20 months 
ago. 


Ten banks agreed to adminis- 


line with government propos- 
als and financed by the De- 
partment of Education. Lloyds 
‚ Bank, Bank of Scotland and 
Clydesdale Bank refused to 


join the scheme. 


Two more Whitehall depart- 
ments, health and social secu- 
rity, plan to move civil ser- 

' vants away from London. Up 
to 2,000 staff, managerial as 
well as clerical, will be offered 
large cheques to transfer to ex- 

: citing Leeds. No scheme yet to 
send anyone to Coventry. 








ter a student loans sdheme in . 

























Holding the line 


The Foreign Office would not 
comment on claims that Brit- 
ain has helped train Cambo- 
dian rebels fighting alongside 
the Khmers Rouges. William 
Waldegrave, junior minister at 
the foreign office, refused to 
answer questions about Cam- 
bodia in Parliament. 


The IRA apparently tried to 
launch a pre-Christmas assas- 
sination campaign in London 
by putting a bomb under the 
car of a senior army general. 
Police defused the explosive. It 
fell off the wrong car. 


: on; What makes you feel 
of BritainiW. Germany? 








The monarchy still warms 
more British hearts than any = 
other feature of national life. 
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WELL ATLEAST Y 
-HESBEEN WON 
OVER TO MY 
- WAY OF THINKING 


| book agreement, which bans 








Winds of change 


Retail sales unexpectedly fell 
in October, by 0.7%. Sur- 
prised analysts wondered 
whether shoppers were finally 
being prudent, or just pausing 
before a Christmas binge. 


Tour operators have regis- 
tered 20% fewer package 
holidays with the Civil Avia- 
tion Authority for summer 
1990. The biggest firm, Thom- 
son, closed eight of its offices 
and dumped 500,000 holi- 
days—the number sold to all 
British visitors to Italy last 
year. More evidence of a 
slowdown? 





Dillons Bookstores made its 
long-expected challenge to 
publishers’ recommended 
book prices, retailing eight 
new titles at discounts of 


- about 2596. But all are the sort | 


of book excluded from the net 


discounting. 








°` so the appointment could yet 


















































In 1991 a population censi 
will for the first time presume. 
to ask Britons whether they 
are black, white or Asian, 

Americans have been asked t 
state their colour ever since 


1790. 





The Department of Transpor 
said it had a shortlist of thre 
candidates to succeed Bob. © 
Reid as chairman of British 
Rail (вк). Only one of the 
candidates is called Bob Rei 
involve more than just the 
swapping of one BR for 
another. 


Two comprehensive school 
| plan to opt out of the contre 
| of staunchly Conservative 
| Buckinghamshire county 

| council. Opting out was intr: 
i duced by the government to 
|. allow schools to escape the es 
| cesses of socialism. The re 
| comprehensives want to cla 
their freedom to avoid being 
turned into stuffy old grame 

mar schools. 


Public morals 


| WH Smith, the country's 

| gest newsagent, was harrassed 

| bya coalition of women's 

| organisations campaigning 
stop girlie magazines being 

| sold from open shelves, — 


The typical kerb-crawler is 
rhartied; middle-aged protes- 
sional driving a company ca 
say Bristol police. To deter a 











and homes, not always. 
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ASSURANCE | 


PPre-tax profit £110.3m b 


< K Hurricane Hugo and exceptional ж Life profits increased to £64.7m. | 
weather claims in the United States cost | | 
£37m. 
* Increasing competition in non-life ж Good profit contribution from the. 
markets. Netherlands and United Kingdom. 


Ж Shareholders’ funds increased by 27% to £ 1,609m. 














9 months 9 months 
1989 .1988 
Unaudited Unaudited 


Total premium income £2,546.3m £2,349.7m + 8% | 










Operating profit before taxation £110.3m £1528m  .—2896 





Operating profit after taxation £60.7m £888m . — 3296 








7 Earnings per share — 14.4p. Ap ^-—3296 © 


.. Holding company : 
` 191990 the Group intends to change its corporate structure by introducing a non-insurance holding company above the existing © 
quoted company. This change, which will be subject to approval at the Annual General Meeting, will provide greater flexibility in 
„developing our business. Full details will be sent to shareholders with the 1989 Report and Accounts. 
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BRITAIN 


Fanfare for a year to avoid 


The new chancellor’s autumn statement predicted a horrible 1990 
-for the British economy. He then announced plans for public spending 


dict: reassurin: 


that were not quite as tight as they looked or as he said. The City’s ver- 
gly 


gloomy 


AS John Major been reading his prede- 
cessor's reviews? One faction among 
Mr Nigel Lawson's critics blames Britain's 


..,, Surge in inflation on the over-confidence he 


engendered in the spring of 1988, when he 
cut taxes and interest rates and promised 
more to come. In this respect Mr Major's 
first set-piece pronouncement on the econ- 
omy, November l5th's autumn statement, 
was decidedly unLawsonian. With Treasury 
forecasts to provide the grisly details, he 
promised the country a truly miserable 
1990. If, a year from now, the Labour Party 
is able to taunt him, as it taunted Mr 
Lawson, because the economy is sicker than 
he predicted, it will only be because Britain 
is in mid-depression. 

The Treasury says that the economy will 
grow by only 114% next year. Non-oil GDP 
will grow by even less: just 34%. Inflation, 
once Mr Lawson's “judge and jury", will be 
1% in the fourth quarter of this year 
(against last March's forecast of 542%) and 
still nearly 6% at the end of 1990. The cur- 
rent-account deficit is expected to total £20 
billion this year and £15 billion—still highly 
unsettling—next. All these predictions are 
gloomier than those of independent fore- 
casters in the City (see charts). 





It is tempting to ask why the Treasury is 
putting out such horrid reading. There 
must, say the City's nosetappers, be some 
clever motive. In fact the Treasury's fore- 
casts, though “massaged” (as all forecasts 
must be if they are to make sense), are less at 
the chancellor's bidding than cynics might 
think. The Treasury’s forecasting record is 
actually very. good—worse luck. The new 
predictions are likely to prove more reliable 
than most, and many of the outsiders will 
now bring their own forecasts into line. 

Nevertheless, if anything, Mr Major's 
standing in the City has been helped by his 
bleak warnings. He contemplates the pro- 
spective slowdown without being panicked 
(yet) into remedial measures. His line— 
here, utterly Lawsonian—is that a certain 
amount of discomfort will be needed to 
squeeze inflation out of the economy. The 
country must grit its teeth and take it. The 
City likes chancellors who talk this way. 
Consumers and businessmen, on the other 
hand, favour virtue through pain only when 
the pain is somebody else’s. This is Mr Ma- 
jor’s biggest worry. 

The City, cheered though it may be by 
the promised slowdown, still has doubts. It 
continues to abhor the vacuum at the heart 
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of economic policy: namely, ч 
over the roles of fiscal and mone 
in pursuit of low inflation, Many hac 
that Mr Major would say in bro: 
what he plans for fiscal policy i 
budget, some that he would clarify 
tions for sterling, and others thar | 
announce new monetary targets tat 
mediate effect. (The government's. 
centration on the narrowest measure 
money supply, Mo, and its c 
glect of the bigger Ms, is especi 
ing to many City economists.) ; 
His statement left all of that bla 

is anybody's guess how the new char 
will react to, say, a run on the pound- 
he raise interest rates to defend it, or 
go? For further clues, the City will 
wait for the budget or a sterlit 

whichever comes first. 


More is less, revisited 
The better to spread gloom, Mr 
played down his plans for higher 
spending. He stressed that spendi 
year will be 39% of Gor—the same 


tually less than planned. Bur thi 
means as unyieldingly tough as М 
and the chief secretary to the Trea 
Norman Lamont, would have it seem. 

The economy's output has 
higher in 1989 than che Treasury 
would be, so public spending hast 
to rise in real terms without ир 
spending/GDP ratio, which the 




















































| government spending” - 





tecious. The spending total also 
debt-interest payments. These have 
ecause the budget surplus is shrink- 
debt, so the public sector can buy 
' and pay more. 

Changes in the treatment of local-au- 
ty spending (prompted by the intro- 





AT THIS year’s Conserva- 
tive party conference the 
health secretary, Mr 
Kenneth Clarke, took the 
unusual step of rattling his 
ging bowl in public. Turning to the Trea- 
ief secretary he waxed lyrical: “my 
end Norman Lamont is as good a 
id of the national health service as I am. 
| Tam sure—or 1 think I am sure—that 
ill prove it". 
On Wednesday he did. Once again the 
irtment of Health has done better than 
y other, with Mr John Major handing it 
billion of the £5.5 billion (excluding 
cash from the contingency reserve) that 
been added to the plans for public 
ding in 1990-91. 
As a result, the department's budget will 
from £20 billion in 1989-90 to £22 bil- 
in 1990-91. Spending on the national 
alth service (NHS), though, is not exactly 
same thing and Mr Clarke boasted yes- 
that the NHs's spending will rise be- 
this financial year and next by £2.4 
n: (or £2.6 billion including various 
-raising schemes by the health authori- 
emselves). 
The Treasury had little choice but to be 
rous. Mr Clarke's proposed reforms of 
е NHs have been bad news for the govern- 
t, provoking doctors’ hostility (bril- 
ntly orchestrated by the British Medical 
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duction of the poll tax) make some forward- 
looking comparisons difficult. However, 
planned spending is pencilled in at £5.5 bil- 
lion more in 1990-91 than in previous plans. 
On top of that, the contingency reserve 
(money kept aside for unforeseen demands) 
has been stripped of £4 billion. So spending 
allocated to specific programmes will be 
roughly £10 billion more next year than 
originally planned. One reason is that the 
Treasury's prediction of inflation next year 
is higher than before; this explains half the 
overshoot. But even in real terms, allocated 
spending will be £5 billion more next year. 

Three Whitehall departments came out 
clear winners (see below). The biggest was 
Mr Kenneth Clarke's. He grabbed an extra 
£1.2 billion for the Department of Health in 
1990-91, and another £1.5 billion for 1991- 
92. Next came transport, which gained 
roughly £800m (including more money for 
British Rail and London Regional Trans- 
port) next year. The social-security budget 
won £700m to cover the higher cost of infla- 
tion-linked welfare payments, and to pro- 
vide more for the elderly and disabled. 

Generous but prudent. Mr Lawson used 
to make a similar boast—and look where he 
ended up. 





Association) and popular anxiety (with 7096 
of the population convinced that they will 
harm the service). Autumn has brought yet 
more bad news: a flurry of complaints about 
under-funding, a spate of bed closures and, 
most damaging of all, an acrimonious ambu- 
lance strike: hardly an auspicious backdrop 
for the controversial legislation to come. 

‚ Now he has the loot, Mr Clarke may try 
to spend his way out of unpopularity. 
Health service employees— particularly the 
ambulancemen, who have just received a fil- 
lip to their bargaining power—are no doubt 
looking forward to ample pay settlements. 
More important for the long-term success of 
the service will be investment to help ensure 
the white paper can be implemented. 

Mr Clarke claims that £257m of his ex- 
tra cash will be spent on reforms—a figure, 
he is quick to point out, that includes spend- 
ing on such non-contentious items as better 
medical audit as well as on the controversial 
proposal for an internal market. 

Such a large investment is necessary if 
the reforms are to get off the ground. In Au- 
gust the National Audit Office demon- 
strated that health authorities were woefully 
lacking in the financial expertise necessary 
to implement the reforms—or even, in some 
cases, to balance their existing books. It is 
unlikely that the Nus will be able to price the 
27m patient cases it deals with each year un- 
less it spends at least £200m on computers 
and £25m on accountants by 1992. 

But Mr Clarke is not so naive as to think 


.his extra cash will save him from further 


trouble. Health ministers are remembered 












for the one hole-in-the-heart baby who dies 
in a blaze of publicity rather than the thou- 
sands of operations that go without a hitch. 
This tíme last year pundits said the 596 in- 
crease awarded for 1989-90 would solve the 
funding crisis: strikes and bed closures con- 
tinue. Infinite demand versus finite supply 
(even if that finite supply has just been 
boosted by £2.4 billion) is never likely to be 
a formula for political popularity. 
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Dual track 





MR CECIL PARKINSON 
| salvaged some of his bat- 
tered reputation as trans- 
port secretary by announc- 
ing big increases in 
spending on both roads and railways. More 
money, though, means different things for 
the two sectors. Rumours of a Treasury 
thumbs-down for the 10-year, £12 billion 
roadbuilding programme, announced in 
May, proved to be ill-founded: it survives 
and government cash will be spent on it. Fi- 
nance for British Rail (BR) and London Un- 
derground, though, will have to come from 
various sources and is still prone to as many 
ifs and buts as ever. 

In the three years covered by the au- 
tumn statement, 50% more in real terms 
than in 1987-90 will be available for building 
main roads and motorways. Much of this in- 
crease will be used to speed up work that is 
already scheduled, such as the extension of 
the M40 from Oxford to Birmingham. New 
work proposed in the expansion pro 
gramme should get under way by 1992, 
starting with projects to widen the country's 
busiest motorways— the МІ, M6 and M25. All 
the Department of Transport has to do is 
get its plans past the necessary public inqui- 
ties and find enough scarce road engineers 
to do all the work. 

BR expects to invest 7596 more, and 
London Regional Transport 5096 more in 
real terms over the next three years than 
over the past three. Some of that extra in- 
vestment will be financed from windfall 
property sales, some from the much higher 
borrowing which the government is now 
prepared to allow. But while Mr Parkinson 
will no doubt hope to take the credit, he will 
not be paying the bills: direct subsidies to 
the railways for passenger services are being 
steadily cut. The fatter capital programmes 
will eventually have to be financed through 
cost-cutting and higher fares. 

That might not matter, if it did not lead 
to so much uncertainty. BR's plans to intro- 
duce new trains have already been put in 
doubt by the government's refusal to allow 
it to raise fares as much as it would like. Half 
a decision on new London rail lines was fi- 
nally announced the day after the autumn 


! 


statement: the Jubilee line will definitely be 
extended to the docklands; an east-west 
crosstown link will be announced next 
year—if it can be financed by farepayers, de- 
velopers and limited subsidy. All a far cry 
from the relative straightforwardness of 
roadbuilding—where the transport depart- 
ment plans, the Treasury approves and the 
taxpayer coughs up. 





More roofs 





=f THE homeless are not the 
bd | only people who will bene- 
{| fit from the £250m which 
f£. amt rhe new environment secre- 
انا‎ tary, Mr Chris Patten, has 
got for them. The cash will reduce the pres- 
sure on the government from Tory local au- 
thorities and backbenchers as well as from 
the press and the opposition. In the longer 
term, it will save money. And it will put Mr 
Patten’s stamp on his department and its re- 
lations with local authorities. 

The official numbers of homeless—cer- 
tainly an understatement—have doubled in 
the past tert years. Dossers are invading 
street corners and benches even in the rich- 
est parts of the country. The cost of keeping 
homeless people in bed-and-breakfasts has 
risen to around £135m a year. 

The government has blamed the boom 
in homelessness on demand: too many teen- 
agers leaving home; too many divorces; too 
many pregnant unmarried girls. Attempts to 
discourage changes in family life that have 
led to homelessness have not been success- 
ful. A year ago the government stopped 
benefits to under-18-year-olds if they were 
not ona Youth Training Scheme. The move 
was intended both to keep youngsters in 





The people Patten pitied 
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schemes and to encourage them to stay at 
home. The most visible effect has been the 
increase in the number of teenage beggars. 

The homeless show up as a side-effect of 
other changes. As 
reaches further down the economic ladder, 
repossessions grow when interest rates are 
high: once-proud home-owners find them- 
selves on the streets. Adopting a policy of 
“community care” for the 


owner-occupation 


mentally ill has not helped. | Number of households + 


A survey by the Westmin- in temporary homes 000 | most would 
ster Association for Mental | end year il houses. B 
Health found that one in | 20 as k 
four of those discharged „| been рш 
from mental hospitals was | fasts 
homeless. 3 €13.00 
The councils, housing (Soure Department ot amily i 
charities and pressure tst 


groups blame the problem on supply—the 
shortage of rented housing. Since 1980, 
870,000 council houses have been sold off 
and investment in public housing pro- 
grammes has been much reduced. Although 
the numbers of housing association proper- 
ties has increased, they have not made up 
the shortfall in council properties. 

This might not matter if there were a 
supply of affordable housing in the private 
sector. But attempts to revive private 
lettings by deregulating their terms have not 
vet been successful. Tax relief for mortgage 
interest continues to distort the market in 
favour of owner-occupying. In London, the 
private rented sector appears to have 
shrunk by 1096 in 1981-87. 

[n the old days, homelessness used to be 
a male, London problem—hence the grimly 
picturesque men's hostels set up by nine- 
teenth century philanthropists. Now, 35% 
of applicants to SHAC, the aid centre for 
homeless people in London, are women. In 
fact, homelessness is growing faster outside 
London than in it: rural and suburban 
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50m. 
The money will be used mostly to refur- 
derelict properties and to pay council 
ts handouts—"well into буе fig 

"—to move into the private sector. The 
vernment reckons that should provide 
4,000 houses. Over the long run, they will 
be cheap at the price, since the average cost 
f refurbishing a council property in Lon- 
n would pay for less than two years in 
and-breakfast for a typical homeless 


amily. 

Still, that will cater for less than half the 
holds in temporary accommodation. 
the rest, the government seems to have 
up its hope that the private rented sec- 
would fill the gap. Instead, it hopes to 
the stock of rented housing by 
ing the housing associations. Their 
tal expenditure is to rise from £815m to 

6 in 1992-93. 
That chunk of cash should both ease 
ortage of lettings and help screaming 
pers who cannot sell the houses they 
in the boom: housing associations will 
ble to buy them off the peg. In three 
time, housing associations plan to be 
iding 40, new properties a year. 
's director, Mr Bob Widdowson, con- 
that to the 100,000 houses a year 
ils were still building at the end of the 


All the new money for the homeless, 
though, is being given to boroughs in Lon- 
lon and the south-east. That is where the 
d-breakfasters—and the Tory coun- 
oncentrate. Expect to hear plenty of 
nplaints about regional favouritism from 
gruntled northerners. 


The Treasury men 


All fixed up 


R NORMAN LAMONT, the chief 

secretary to the Treasury, has won 
plaudits for his handling of the public ex- 
penditure round. They need to be taken 
with a pinch of salt. It is not that hard to bea 
good chief secretary, because behind every 
man who holds the office (no woman yet 
has) is one of the most impressive of all 
Whitehall's gangs. The public spending divi- 
sions of the Treasury love their work, which 
consists of torturing their colleagues in 
other departments. 

By convention the public-spending divi- 
sions must approve every item of govern- 
ment spending. They have found hundreds 
of ways to say “по”, of which the most com- 
mon is "no". Many of the men among them 
sport beards and think a Marks & Spencer 
suit the height of luxury. They live in south- 
east London and join the Treasury Singers. 

Their latest political master was so sur- 
prised to have been promoted to the cabinet 
in the summer reshuffle that he seemed to 
shed ten of his 47 years the evening it hap- 
pened. One of the Cambridge mafia of min- 
isters in their 40s, Mr Lamont was begin- 
ning to think that, unlike fellow 
Cantabrians Mr Kenneth Clarke and Mr 
Norman Fowler, he had been passed by. He 
had been a junior minister since 1979. 

Politically, Mr Lamont's good judgment 
was to give ground to those ministers whose 
programmes were causing most heartache 
among Conservative backbenchers. The 
“Star Chamber”, the cabinet committee 








Lamont did wel but can he dinde 


which is used when the chief secretary can- 
not settle spending totals with a minister in 
bilateral discussions, was not needed this . 
year. Nor was it in 1987 and 1988; some old 
Treasury hands, who are not happy if the 
thumbscrews gather dust, think this means 
the youngsters are getting soft. 

Not all chief secretaries go on to better 
things. But Mr (now Sir) Leon Brittan, who 
said "no" even more rudely than his offi 
cials, went from the job to the Home Office, 
and Mr John McGregor went from the Trea- 
sury to the agriculture ministry in 1987. 
And then there is Mr Lamont's chief, the 
chancellor. Mr John Major is popular in 
Great George Street, but not just because of 
his political talents. He endeared himself to 
officials in 1987 when, as chief secretary, he 
not only stayed until the disco started at the 
annual party that ends the public spending 
round, but actually danced at it. 

— | 








y n assault too far 


"IN A small wood at Bassingbourne in 
A Cambridgeshire you would never 
know that east-west relations had im- 
proved. Its 14 leafy acres have eight base 
mps, two fuel dumps, a Pow camp and 
dbag and log emplacements. 

... Nor is Bassingbourne unique. Quite 
the contrary. Well over 300 woods— 
mostly in England—resound to daily 
. armed skirmishes. They are the setting for 
- combat games, the new craze for execu- 
tives that only arrived from the United 
States a few years ago but already has up 
хо a 100,000 peace-loving Britons ex- 
changing a woodland stroll for camou- 
- flage gear and ammo. 

—. They may not be giving President Gor- 
bachev insomnia—but they are causing 
. conservationists a good deal of unhappi- 
| mess Combat games wreak havoc in a 
_ wood, flattening its ground vegetation 
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and breaking off the sapling trees that are 


its future. 

The games vary widely in format. Two 
teams—each up to 50 strong—attempt to 
capture their opponent's flag. Much de- 
pends on the size of the wood and the na- 
ture of the terrain. Guns are powered by 
carbon dioxide gas. The ammo is coloured 
paint pellets. 

Good fun perhaps. Environmentally 
unfriendly, certainly. At Holden's Wood 











in Essex, Dr Sarah Webster of the Nature 
Conservancy Council (NCC) has cata- 
logued the damage done by combat 
games. Wet flushes in the wood are now | 
quagmires, with most of their plants de- 
stroyed. On drier ground, bluebell and 
bracken has been trampled; shrubs and 
young trees smashed. Bare soil surrounds 
base camps where once dog's mercury and 
ramsons flowered. 

Combat games are best in old woods 
on uneven terrain: the richest countryside 
for wildlife and in many areas all that re- 
mains of England's primeval, tree-covered 
heritage. The NCC reckons that up to a 
half of the country's ancient woodlands 
have either been cleared for farming and 
building—or converted to plantations— 
since 1945, 

It “captures the excitement of child- 
hood games like cops and robbers"', says 
the leaflet put out by one combat games 
organiser. Perhaps the NCC could ginger 
up Teli with the odd ambush or 
two 
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| behind his back at Mr John Redwood, the 


With one of those massed grunts for 
which they are famous, Conservative MPs 
gave their verdict on Mr John Major’s first 
test as chancellor of the exchequer. Did 
; tumn statement on the economy, 
delivered to the House of Commons on 















` November. 15th, have any nasty surprises? 
< It did not. Did it promise to stuff the 


"mouths of the doctors and nurses with sil- 


‚ ver, the better to defuse their opposition 
^ to the government's reform of the health 


service? It did. Did it offer help to those in 
the south-east whose cars are in constant 
gridlock, whose trains are in permanent 
filth? In spades, squire. Why then, three 
grunts for the new chancellor and away 
with the gloom of the last month. 

But while it may be true that Conser- 
vatives are settling down—a serious chal- 
lenge to Mrs Margaret Thatcher’s leader- 
ship now seems unlikely—there is no 
going back to the mood of the spring. Six 
months ago, it was not just Mrs Thatcher 
who was celebrating ten years as prime 
minister. Conservative thinkers were 
marking a decade during which they had 
held the high intellectual ground. That is 
changing; most notably because of 
changes in the Conservative party itself. 

Many Conservatives have always been 
wary of ideas; lain Macleod never recov- 
ered from Lord Salisbury’s judgment that 
he was “too clever by half". The stupid 
party’s exemplar, did its members but 
know it, was Colonel Charles Sibthorpe, 
a nineteenth century MP. A man of blunt 
expression and old-fashioned prejudice, 
he opposed Catholic emancipation, the 
repeal of the corn laws, and the Great Ex- 
hibition (he thought it would encourage 
foreign influence). Then came Mrs 
Thatcher, from Lincolnshire, Colonel 
Sibthorpe's own county, where nothing 
had happened since Vermuyden drained 
the Fens; and she started forcing Tories to 
think. It was intolerable. 

The stupid party—those who think 
that the best example of an "internal mar- 


. ket" is the Burlington Arcade—are now 


cock-a-hoop. Out has gone Mr Nigel 
Lawson, of whom it might be said that he 
is the seven-eighths to Macleod’s half. 
Those who write books no longer assume 
that authorship will win preferment. Mr 
William Waldegrave, within whose elfin 
frame an All Souls intellect and an 
Etonian languor wage constant battle, re- 
mains outside the cabinet. 

At a lower level Mr David Willetts, of 
the Centre for Policy Studies (crs), has 
not yet secured a safe Conservative seat 
for the next election. Tory MPs poke fun 





The return of the stupid party 












brainy junior miníster at trade and indus- 
try who was once Mr Willetts’s boss in the 
Downing Street policy unit. Meanwhile, 
one cabinet minister says that the output 
of the think tanks should be buried in 
Hyde Park and forgotten. 

And who are the coming men? Those 
like Sir Geoffrey Howe, Mr Christopher 
Patten and Mr Major, who (as Lord 
Whitelaw did before them) hide their clev- 
erness behind a mask of bonhomie or 
dullness; or those like Mr Douglas Hurd 
and Mr Timothy Renton, who give the 





Whitelaw: clever, but hid it 


impression that the Queen’s business can 
be effortlessly knocked off during one of 
their days in Town. 

It is not just a question of who in the 
party is up, and who down. After ten 
years, the familiarity of Thatcherism has 
bred a degree of contempt. The ideas 
sound tired. Take the annual cps lecture, 
given at the party conference last month 
by Mr Peter Lilley, the financial secretary 
to the Treasury. If Mr Lilley has ever had 
an original idea in his head, he kept it 
well-hidden; at Blackpool he led his audi- 
ence a canter over all the old favourites— 
nationalisation, targeting of welfare bene- 
fits, the Bruges speech and the rest. 

Yet however much Conservatives may 
seem once more to distrust clever men, 
and however tired the clever men may 
sound, it does not follow that the Conser- 
vatives have lost the battle of political 
ideas. For if there is one thing in British 
politics more amazing than the state of the 
Conservative party, it is the poverty of 
thought on the left... 

The Labour party's policy review, un- 











veiled earlier this year, 
written as if the intellect 
1980s had never swept over e 
and politics. All it proved was 
had been no Labour presence at 
portant seminars on public ch 
ernment overload, regulation, No 
explained why Britain had been ti 
make corporatism work from 1945 
1979, but would be able to correct that in 
the 1990s. There was no analysis of E 
West Germany and Sweden have bee 
able to stop a social-democratic state from 
strangling. private enterprise, and what 
Britain can learn from them. 

Intellectuals will find no relief in che 
Communist party's much trumpeted pre 
gramme "New Times" which celebrates 
design and individualism just as trendy 
shops like Habitat are on their uppers 
while Marks & Spencer does well. "New 
Times" is aimed at secular urban yuppie: 
just when religion is sweeping the suburbs 
like a bushfire atid the nuclear family 
looks safer than for years. 

Perhaps—no, probably——the poverty 
of political thought is of no real conse: 
quence, at least in the way that politicia 
measure these things. The two writers tà 
offer the most convincing recent analys 
of British politics and the British state are 
Mr David Marquand and Mr Robert 
Skidelsky. Between them, the parties they: 
support (the Liberal Democrats and the 
spp, respectively) win less than 10% 
popular support. So it's three grunts fo 
the thick roast beef of old England, and 
roll on an election campaign we can all'un 
derstand. But Mrs Thatchers decad 
promised more than that. 


























































































The other East 


At the Guildhall, Mrs Thatcher gave th 
impression that she alone understood t 
sigificance for Europe of events in Ger 
many. The Daily Mail called this "tacti 
cally inept”, but it was not surprising. АС. 
the Tory conference, she had claimed i 
was her government that had raised thi 
beacon of freedom in Eastern Europe. 
Britain can do little about Eastern 
rope. But there is one matter that it 
within Mrs Thatcher's gift to resolve. 
the future of Hongkong’s British pe 
port-holders. Yet of their rights to £r 
dom, nothing is now heard. This is 
new British statecraft: to claim all credi 
for that in which it can render no help for. 
the good, and to accept no blame for that 
over which it has exercised much power 
for the bad: When next Mrs Thatcher 
prattleson about Eastern Europe, remer - 
ber Hongkong. 














‘Canadian Pacific Limited 


of $470.0 million, or $1.48 per Ordinary share, for the first nine 
months of 1989, compared with $532.4 million, or $1.73 per 
share, for the corresponding period of 1988. Including discontinued 
operations, the company’s net income was $554.5 million, or $1.75 per 
Ordinary share, compared with $613.5 million, or $2.00 per share, 
in the first nine months of 1988. 


For the third quarter, income from continuing operations was 
$210.7 million, or 66 cents per Ordinary share, compared with $167.7 
million, or 53 cents per Ordinary share, in the third quarter of 1988. 
Net income rose to $284.1 million, or 90 cents per share, from $199.2 
million, or 63 cents per share, in the third quarter last year. 


Effective Sept. 30, 1989, Canadian Pacific revised the presentation 
of its financial statements in accordance with recommendations of the 
Canadian Institute of Chartered Accountants on the reporting of 
discontinued operations and extraordinary items. 


anadian Pacific Limited had income from continuing operations 


Consolidated Income (unaudited) 








First Nine Months 
1989 1988 
Transportation and Waste Services 5 : $ 68.8 $1766 
| Energy 2 Я 110.6 100.3 
Forest Products Я : 145.9 194.1 
Real Estate and Hotels Я У 72.5 932 
Telecomrnunications and Manufacturing i s (31.8) 








income from continuing operations 
Discontinued Operations 


| Netincome DN s 
| Average number of shares outstanding (millions) 


Earnings per Ordinary share 
Income from continuing operations 


Net income 























The decline in nine-month income from continuing operations was 
attributable chiefly to depressed railway traffic, weak markets for 
newsprint and the higher value of the Canadian dollar. Improvement 
came from the telecommunications and manufacturing sector, 
reflecting AMCA International Limited’s better operating performance 
and gains in the third quarter on selling a 40 per cent interest in 
CNCP Telecommunications and one of AMCAS units. 


Competitive pressures are expected to continue to affect newsprint 
markets, and the anticipated improvement in rail grain traffic has yet to 
materialize due to poor export sales of Canadian wheat. However, 
fourth quarter results should benefit from considerably higher oil prices 
than in the final quarter of last year, firm demand for pulp and major 
real estate sales. 












BUSINESS THIS WEEK 





The Wall came down 


Businessmen scrambled to 
look for profits behind the 
opening Iron Curtain. First 
through was America's Gen- 
eral Electric which agreed to 
buy 5096 of Tungsram, Hun- 
рагу в light-bulb manufac- 

turer, for $150m. GE, which 
has an option to buy another 
20%, will manage the com- 
pany. The deal is the biggest 
postwar investment in Hun- 
gary by a Western firm. 





Hungary also picked up two 
other foreign investors. Play- 
boy Enterprises is launching 
a Hungarian version of its 
magazine: the first print-run 
will be 95,000 copies. And 
Suzuki Motor, a Japanese 
maker of small cars and motor 
bikes, announced tentative 
plans to build a $41m plant: 
most of the money will come 

: from the Hungarian govern- 
ment. 


In search of fluorescent shoe 
laces, Coca-Cola and Sony 
Walkmen, East Germany's 
Wall-hopping consumers cre- 
ated a mini-boom for West 
Germany's retailers. 


That's showbusiness 


: Hollywood's longest running 
soap opera, the MGM/UA 
Communications story, con- 
tinued. Two American cable- 
television companies, Tele- 
Communications Inc and 
Turner Broadcasting, admit- 
ted that they were negotiating 
with MGM/UA's owner, Kirk 








Kerkorian. The studio re- 
ported a loss of $74.7m for the 
year ending August 1989. 


Another potential bidder for 
MGM/UA, Paramount Com- 
munications, the renamed 
Gulf+ Western conglomerate, 
announced a $140m write-off 
because of problems in its 
book-publishing division, 
which includes Prentice-Hall 
and Simon & Schuster. Para- 
mount is still looking for pos- 


_sible merger partners and ac- 


quisitions. The favourite: 
MCA, another entertainment 
giant. 


People 





Harold Poling is to succeed 
Donald Petersen as chairman 
of Ford Motors, America’s 
second biggest carmaker. Mr 
Poling was the company’s 
vice-chairman. In the first ten 
days of November American 
car and truck sales plunged 
by 20.2% compared with the 
same period last year. 


Sir James Goldsmith said 
that he wanted to make a new 
(unspecified) bid for Britain’s 
B.A.T Industries. 


Kangaroo courts 


Dextran, a subsidiary of John 
Spalvins’s Adelaide Steam- 
ship, bid $1.37 billion for In- 
dustrial Equity Led, which 
owns Woolworths, Australia’s 
second biggest retailer. 
Adsteam already owns 17.6% 
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of tEL; Sir Ron Brierley, who — | 
still owns 12.7%, said the offer | 
was inadequate. | 


| 

| 

| 
In Bond Corporation’s long | 
awaited annual report, the au- | 
ditors, Arthur Andersen, i 
questioned the value of some | 
of the assets of Alan Bond's | 
media-to-brewing empire. An- | 
dersen added that there was | 
“some doubt” that Bond | 
Corp, which lost $800m in the | 
year to June, "will be able to - | 
continue as а going concern." | 
| 


Australian Mutual Provident 
claimed victory in its $1.9 bil | 
lion bid for Britain's Pearl | 
Assurance. | 
| 
| 


Australian Ratings demoted 
Elders IxL by five notches on 
its credit-rating scale from “A 
minus" to "BB", saying that its | 
credit risk was "only ade- 
quate". The Australian 
brewer, which is controlled by | 
John Elliott, has debts of 
$12.2 billion. 


Finance | 























In the six months to the end 
of September the 48 foreign 
brokers in Japan doubled 
their combined pre-tax profits 
to ¥15.9 billion ($114m). 


The Securities Association, 
London’s stockbroking regula- 
tor, told UBS Phillips & 


Drew to tighten up itscom- — | 



















pliance department. The ordet 
came after an investigation 
into the Blue Arrow affair, 
Also, TSA suggested changes 
three subsidiaries of Nationa 
Westminster bank. 


After two years of squabblin 
EC countries have agreed or 
community-wide rul i 
sider dealing. The 
which outlaw tradi 
formation which c 
"significant" effect on 
prices, are less strict than 
ain's, but an improvement: 
Italy's, Ireland's and Luxem- 
bourg’s. 


Shearson Lehman Hutto 
a Wall Streer securities 
controlled by America: 
press; promised a shake 
its top management. 1t 
cently sacked 800 ¢ 
staff. Separately Drexe 
Burnham Lambert 
tenth of its Beverly Hill 
bond office. 













Viking news 


Asea Brown Boveri, the 
Swedish-Swiss engineering. 
ant, launched a friend! 
billion offer for Co 
Engineering, This. 
cut-based power-generation 
company should give АВВ. 
more muscle in America. - 


Den Danske Bank and Co- 
penhagen Handelsban! 
Denmark's two biggest b 
agreed to merge. The 
bank, with assets of $41 bi 
lion, will be the second Tar 
Scandinavian bank after 
den's Skandinaviska Enski 
but only around the 100th 
largest in the world. 
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VIEWPOINT 


. The Commerzbank report on German business and finance 
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Моге or less as expected, 
this year’s annual meetings of 
the World. Bank and the In- 
ternational Monetary Fund 
«failed to produce’ any major 
breakthroughs on the inter- 
national debt front. The 
Brady Plan appeared to offer 
a way of overcoming the 
«widespread debt fatigue, but it 
soon became clear that its 
: approach may really only be 
applicable in the “model 
case" of Mexico. In this sense, 
therefore, the Brady. Plan 
aised false hopes and, albeit 
unwittingly drew attention 
away from the real causes of 
the debt problem. 

It is often claimed that 
capital flight was one of the 
major factors that triggered 
the crisis, perhaps even one of 
its root causes. And, in fact, as 

long as the problem of capital 
. flight remains unsolved, debt 
reduction plans will not be 
: ableto provide the kind of re- 
lief necessary to spur econ- 
omic growth in the highly 
indebted countries. The 
foreign assets of citizens of 
the major debtor nations are 
in most cases equal to easily 
` the greater part of those coun- 

tries’ external debt. Indeed, in 
~ Venezuela, “flight capital” far 
exceeds such debt, underlin- 
ing the fact that debt forgive- 
ness here would basically not 
help much. 


Incentives needed . 

Yet the causes of capital 
flight need to. be examined. 
There are many good reasons 
for citizens of debtor coun- 
tries to invest abroad and 
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 Reversing capital flight - 
the key to the debt problem? 


quite legal ways of doing so. 
The problem is illustrated by 
Latin America, where many 
countries do not offer suffic- 
ient incentives to provide 
domestic businesses with 
sorely needed funds. The key 
factor is high inflation and the 
consequent threat of devalua- 
tion, giving local capital every 


cans still held more of the 
total assets in the United 
States owned by non-resi- 
dents than the Japanese did. 
By contrast, the Latin Ameri- 
can nations' official currency 
reserves added up to only 3 96 
of this figure. 

Moreover, these figures 
are probably on the conserva- 


Foreign Assets in the United States 


US $ billion at end-1988 





*) incl. other Western hemisphere countries. 
Source: U.S. Department of Commerce 


reason to flee, usually to the 
United States. While this 
aspect of the problem can 
ultimately be tackled only by 
the Latin American countries 
themselves, illegal flows of 
funds, such as those con- 
nected with the drug trade, 
must be stemmed by the joint 
efforts of governments and 
the commercial banks. 
Official American statis- 
tics show that Japanese-held 
assets in the U.S. grew by $ 87 
billion last year, while the 
value of Western European 
and Latin American invest- 
ments rose by $75 billion and 
$57 billion, respectively. At 
the end of 1988, Latin Ameri- 


tive side. Nonetheless, the 
aggregate assets of Latin 
Americans in the United 
States alone are undoubtedly 
much greater than their coun- 
tries’ combined outstanding 
bank debt. It is estimated that 
last year’s increase in these 
assets would have been suf- 
ficient to pay off 25% of 
that debt. Obviously, the 









repatriation of such capital 
would make it easier to solve 
the debt problem. For this to 
become reality, the condi- 
tions for investment have to 
be improved in the debtor 
countries. 

The industrial nations 
could help by opening up 
their markets more, thereby 
enabling the debtor countries 
to boost their exports and 
earn the foreign exchange 
they so badly need. If the 
OECD states were to increase 
their imports from Latin 
America by 10%, its foreign- 
currency earnings . would |. 
jump by $9 billion. Although: |: 
improved market access for 
the highly indebted countries 
isimportant, solid growth and 
rising demand for imports 
in the industrial. nations 
are crucial. Yet renewed in- 
flationary pressure would be 
harmful, as this would mean 
higher interest rates. 

Finally, American monet- 
ary and fiscal policies have a 
direct impact on the debt 
problem. Most of Latin 
America's outstanding debt 
is dollar-denominated. The 
roughly 2!^-percentage-point 
rise in 6-month Libor-the 
most important benchmark 
dollar interest rate-since the 
start of 1988 has increased the 
amount owed to banks by 
Latin America by more than 
$5 billion per year. Low 
interest rates as a result of a 
stability-oriented monetary 
policy supported by a sub- 
stantial reduction in the bud- 
get deficit would clearly bene- 
fit Latin America and other 
debtor nations. 
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German knowhow in global finance 
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BUSINESS 





BONN 


IGHT the 1990s see East Germany’s 

very own Wirtschaftswunder! The 
shabby buildings transformed into shiny 
skyscrapers, the tinny Trabants bouncing 
over East Germany's rutted roads replaced 
by gleaming BMWs whispering along smooth 
autobahns? lt seems far-fetched, but the 
foundations are already being laid. 

Pay attention when Mr Alfred 
"rlerrhausen, head of West Germany's Deut- 
sche Bank, says that, given political and eco- 
nomic reforms, East German living stan- 
dards could match those of its wealthy 
neighbour in only five to ten years. If Mr 
Herrhausen is right, and lots of other West 
German bosses think he is, a huge surge of 
business is in the offing. The West German 
stockmarket has already smelled it, hence 
the soaring share prices after East Germany 
threw open its borders. 

Dismal though it looks, East Germany is 
top of Comecon’s economic class (mostly 
dunces, it is true, in a class where the real 
numbers are much worse than the official 
ones) and it has many benefits its eastern 
neighbours do not share. It is saddled with 
relatively little foreign debt; basic necessities 
are available (as they are not in Poland, for 
instance); it receives billions of D-marks an- 
nually from West Germany; and it has privi- 
leged access to Europe’s common market. 
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The Germany in the mirror 


Not least, it has a stronger industrial tradi- 
tion than any other area of Eastern Europe 
except, perhaps, Bohemia. 

Allow change, and watch East German 
consumers seize their chances. A foretaste 
came in the "long weekend" after Novem- 
ber 9th, when 3m East Germans flooded to 
the west (and mostly went home again). 
Armed with DM360m in "welcome money" 
(each East German visitor gets a gift of 
DMI0O in West Germany once a year) and 
other funds, they swept shop-shelves bare. 

That was just one sign of the pent-up de- 
mand in a country of more than 16m peo- 
ple, where basic needs like food and clothing 
are met but where there is little choice and 
high-value consumer products are desper- 
ately scarce. East Germans have more than 
150 billion softish marks in savings ac- 
counts, but there the cash sits: opportuni- 
ties for foreign travel beyond the Comecon 
area have so far been limited and, in any 
case, the currency is not (officially) convert- 
ible. Real luxuries are obtainable only as 
gifts from the west or for hard currency in 
the state-owned “Intershop” chain. 

Initially, East Germany’s government 
may be able to help satisfy suppressed de- 
mand through price and currency reform, 
making East German marks convertible and 
allowing more imports—action that a grow- 











ing number of East German economi 
reckon is urgent. But in the longer п 
wealthier East Germany with a matkete 
omy will benefit not just West Germany 
tailers, but its carmakers, building firn 
teliers, engineers and other industri 
East Germany promises partners 
for firms across the border, too. lt has aw 
trained labour force and plenty of © 
tent managers, demoralised though 
are. Why should a manager risk ulcers w 
he earns little more than 2,000 marks (ab 
$160 at realistic black-marker rat 
month? Why should he risk being їппоу 
tive when the main object is to “meer 
nm . J s 
plan target"? (Not too hard once yo 
learned to bend the statistics.) Hence 
droves of qualified people, many yo 
among the some 250,000 East Germans 
have already left for good this yeas 
adding to the economic woes at home. 
Firms in the two Germanies loo 
obvious partners, and not just because 
German companies could use their ne 
bour as a source of cheap labour. They. 
the same language, similar habits (the 
manic trait of perfectionism has not 
vanished under communism) and 
West German industrial compani 
historical links with the East~—like 5 
{an electricals group), Orenstein & K 
(engineering), and Zeiss (optícals). S 
banks like Dresdner, West German 
ond largest, founded in Dresden inl 
What could be more natural than such f 
getting together again with eastern o 
through joint ventures, even mergers! 
That is still some way off. West Ger: 
firms are still not able to set up shop in 
east, nor take over existing businesses th 
nor even establish joint ventures (of t 
kind increasingly common with Russian ar 
Hungarian partners.) So, as a first step, | 
West German government is pressing fc 
investment-protection accord which 
safeguard the assets of firms setting up in 
east and guarantee repatriation of profit 
hard currency. So far East Germans h 
responded. That could change in 
of Bonn's repeated pledge of big econ 
aid in return for reforms. | 
































































East, meet West 
Plenty of West German firms are already 
volved in East German business, altho 
the pickings so far have been slim. Vo 
wagen, the vehicle group with headqua 
in Wolfsburg, close to East Germany, h 
some small engines made across the bord 
under licence (and dreams of the day wÎ 
more Golfs than Trabants will tootle 
East German roads). АБО, another Wi 
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rman electricals group, co-operates with Бе needed? One central banker at the 
East German firm to sell locomotives in Bundesbank reckons around DM15 billion 
d markets; Salamander has shoes made а year of public funds over the next decade. 
ler licence in the east; Veba, a big energy The government is not guessing and (with a 
up, will pump electric power into the general election next year) firmly rejects pro- 
t German grid from January; Thyssen, an — posals for a special tax to drum up the cash. 
eering group, is ready to buy (or set up) The pre-condition for aid is thorough- 
oduction facilities in the east as soon as going reform in East Germany. The West 
forms make that possible. Senior execu- German government is not ready to cough 
ves of Daimler-Benz, West Germany's big- ир billions of D-marks simply to help keep 
st industrial group (and AEG's parent), East Germany's new leader, Mr Egon Krenz, 
et in East Germany last year to consider and his chums in office. Moreover, Bonn of- 
iness prospects there; this month the  ficials reckon, without free elections East 
ging board of Reemtsma, a drinks and Germans would not put up with the painful 
co business, is doing likewise. economic changes required— such as cuts in 
So far this is small beer. Only 142% of the massive subsidies (for food, rents and so 
t Germany's total trade is with East Ger- оп) which at present account for some 20% 
y, compared with more than 50% with of state spending. Other early steps thought 
to be needed include the introduction of 
more private enterprise (a tiny private retail 
sector points the way), greater pay differen- 
tials and the breakup of many of the 
Kombinate, the unwieldy state industrial 
combines dotted about the country. 

What are the chances? Far better than 
they were a week ago. Already practical men 
like Mr Wolfgang Biermann, boss of East 
Germany’s Carl Zeiss Jena opticals and elec- 
tronics combine, have spoken out in favour 
of smaller, more flexible firms; another lead- 
ing industrialist, Mr Heinz Warzecha, has 
demanded a new wage-and-prices policy and 
condemned political interference in enter- 
prise investment decisions. 

ы Even the old guard аге changing 
es. To shift that balance incen-  tunes—albeit half-heartedly. One hardline 
Бе needed. Among the schemes be- _ideologist, Mr Otto Reinhold, talks of the 
led over in Bonn are tax breaks and need for a “market-oriented planned econ- 
guarantees for companies doing busi-  omy’’—whatever that may be. Mr Krenz, 
n East Germany. Cheap loans would too, has promised economic reform (as well 
made available (eg, through the state- аѕ elections), without saying exactly what he 
‘Kreditanstalt für Wiederaufbau) to has in mind. And as communism’s rigid old 
inance big East German infrastructure structures topple through the 1990s, East 
ts like urban renewal and modernis: Germany will look more and more like West 
lecommunications. How much would ^ Germany's economic Doppelgänger, 



















anese carmakers head for trouble 


ore cars than drivers 


'AN'S. big five carmakers—Toyota, permitted this year under the “voluntary ex- 
issan, Honda, Mitsubishi Motors and port restraint” imposed by America. In Eu- 
Mazda—are heading for some nasty pot- горе, political pressure has forced Japanese 
les. During the first ten months of this car companies to scale back their expansion 
Japanese carmakers sold nearly 4.6m plans in the European Community. 

and vans at home, an 11% increase over All this comes just as Japan’s carmakers 
year, but in a market that isexpectedto аге putting the finishing touches to hugely 
down. The brakes have already been expensive "transplant" factories in America 
med on in America, while Europe may and Canada which, between them, will soon 
go slow, too. be able to churn out 2.4m vehicles a year. 
саг sales in America are expected They are also investing in European trans- 
below 10m this year—some Im fewer plants and adding a further 840,000 units of 
1.1988. Dealers are offering discounts annual capacity in Japan. 

to $2,500 to move unsold vehicles. Ja- The alarm bells have been set off in To- 
an will not sell anything like the 2.3m cars Куо. With Japan's trade surplus with Amer- 
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Heavy traffic EXPE 
Japanese cars in North America and Europe 


North America 
r- Europe 

















1] Tranisplants* 
{imports 
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ica stuck obstinately at $45 billion or so, se- 
nior officials within Japan's ruling Liberal 
Democratic party (LDP) have been drawing 
up plans to curb the country's more vigor- 
ous exporters. One proposal extends the no- 
tion of voluntary export restraint by levying 

a tax on certaín exports as well. There is al- 
ready a complementary scheme (currently 
inching its way through the Ministry of Fi- 
nance) for granting tax concessions to im- 
porters. The LDP makes no bones about its 
proposed export tax: the motor industry 
would be the primary target. ; 

Japan’s Ministry of International Trad 
and Industry (міт1) has already breathed fire 
down Mazda’s neck. It told the carmaker to 
heavily prune its proposed factory in 
Yamaguchi, where Mazda was planning to 
add an extra 240,000 cars a year to its cur- 
rent annual capacity of 1.06m vehicles. 
Mazda meekly obeyed. It will now add no 
more than 150,000 units, importing the rest 
from its American factory in Flat Rock, 
Michigan, and from its American partner, 
Ford (which has a 23% stake in Mazda). 

Mazda is not the only carmaker plan- 
ning a big new factory in Japan. Nissan in-.. 
tends building a new plant.on the souther: 
island of Kyushu, while Honda wants to set 
one up in Tochigi. Each could churn out 
240,000 vehicles a year. Toyota has been 
talking of adding 120,000 units of new ca- 
pacity next autumn. What will happen to all 
these extra vehicles when Japan’s car market 
goes into a skid? Well, er, we thought of ex- 
porting them, the motormen mutter. 

That is precisely what worries the Japa- 
nese government. By cracking down hard 
on Mazda, mit! has put the Japanese motor 
industry on notice to behave itself—or else. 
If Japanese carmakers start. yet another 
round of reckless investment, the men from 
MIT! would not be averse to recommending 
that the (considerable) remaining tax bene- 
fits on cars shipped abroad be removed. Ja- 
pan's tax authorities, hungry for extra reve- 
nue, would be delighted to comply. After all 
the trouble in the past, the Japanese govern- 
ment is anxious to prevent car exports ever 
again becoming.a major source of trade fric- 
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The lure of 1992 





tions for project 
truly sing! 
than its governments suppose 





ST. year’s Cecchini report, and the 
L4 economic studies published along- 
` side, looked in exhaustive (and exhaust- 
ing) detail at the benefits Europe would 
“gain: from folding its separate national 
"markets into one. The report concluded 
~ that dismantling the remaining barriers to 
intra-European trade would raise the 
Community's output by 21-62%. This 
prize would take the form of a once-and- 
for-all increase in GDP (ie, the Communi- 
ty's longer-term growth rate would be un- 
affected). The estimated gains are not 
exactly inspiring; when the report 
was published, many Euro-enthusi- 
asts were disappointed that the re- 
ward was not bigger. 

A new study* by Professor Rich- 
ard Baldwin of Columbia Univer- 
sity ought to cheer them up again. 
It argues that Mr Cecchini and his 
researchers greatly underestimated 
the gains from 1992. The prize may 
be as much as five times bigger than 
the earlier report said. The new 
study is a timely reminder of what is 
at stake for the Community over 
the next few years. 

The difference between the two 
estimates centres on this question: 
why did the Cecchini report make 
no allowance for a rise in the long- 
term rate of growth? The answer is 
that its thinking was guided by tra- 
ditional growth theory. This says that 
economies get richer because of techno- 
logical change. There is no obvious reason 
to think that dismantling trade barriers 
and increasing the size of markets will per- 
manently raise the rate of technological 
progress. The traditional approach and 
the Cecchini report therefore assume that 
liberalising markets cannot permanently 
raise growth rates. 

Instead, the report asked how the sin- 
gle market will change the level (as op- 
posed to the rate of growth) of output. For 
many good reasons—especíally lower 
costs owing to economies of scale and 
greater competition—the report reck- 
oned that the post-1992 Europe will 
squeeze more output from the same re- 
sources. Hence the predicted rise of 21⁄2- 
612% in орр. Although this benefit will 
take a few years to come through, the un- 
derlying theory thinks of it as a step-in- 
crease, as shown by line 1 in the chart. 

Mr Baldwin's case that this approach 














Momentous change in Eastern Europe may have far-reaching implica- 
992. If the European Community’s drive to create a 
e market should slow, the economic loss might be even bigger 








understates the benefit of 1992 rests on 
two distinct arguments. The first accepts 
the traditional approach, but asks: what 
will the predicted rise in output do to sav- 
ings and investment! If they stay constant 
as shares of national income—a reason- 
able assumption—they will both rise in 
absolute terms. As a result the economy’s 
stock of physical capital will rise too. That 














caused by the change in the capital stock. 
The initial 21-61596 rise in GDP will causé 
a rise in savings and investment, and an 
increase in the capital stock. While this 
goes on, Europe will grow faster. Mr Bal- 
dwin reckons that half of this adjustment 
might take ten years; he calls it a "me 
dium-term growth bonus". le is repr 
sented by line 2 in the chart. To comp 
this extra gain with the Cecchini repo 
214-612%, Mr Baldwin converts it inte 
equivalent change in the level of outp 
On that basis, and on conservative 
sumptions, the bonus makes the benefits 
from 1992 more like 315-996 of apr. 
Not content with that, Mr Baldwin a 
gues that the medium-term bonus may be 
bigger still—with a permanent rise i 
growth (a “long-term growth bonus") o 
top. This second stage of the argument re- 
lies on a new theory of growth based on 
work by Professor Paul Romer of the Ui 
versity of Chicago. The traditional 
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in turn will make output grow—which 
will raise savings and investment again, 
causing another rise in output, and so on. 

This burst of faster growth, again ac- 
cording to traditional theory, will not go 
on forever. The reason is depreciation. As 
the capital stock expands, a bigger part of 
each year's investment is devoted. merely 
to replacing worn-out capital. As a result 
the capital stock grows at a diminishing 
rate. In due course investment exactly 
matches depreciation and the capital 
stock stops growing. The economy settles 
down to a new equilibrium. The capital 
stock is bigger than at the outset, and the 
economy is therefore producing a higher 
level of output. But the economy is once 
more growing at its earlier long-term rate. 

Even if there is no permanent rise in 
the growth rate, the Cecchini report has 
missed something: the burst of growth 


*The Growth Effects of 1992. By Richard Baldwin. 
Economic Policy, Number 9, October 1989. 
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theory is built round the idea o 
"steady state" in which the capit: 
stock grows at the same rate as th 
labour force; if the labour forc 
constant (as assumed above), the 
so is the steady-state capital stoc! 
Responding to some stimulus, the 
economy might add to its capital 
for a while, but in due course ec 
nomic forces will stabilise it aga 

The new theory, in contrast, ace 
cepts the idea that capital can rise 
indefinitely. This has an important 
implication: anything that raises 
country’s rate of investment (such 
as 1992) might permanently raise 
its growth rate. The result woul 
look like line 3. У 

It takes many years of training 
to make this idea seem at all odd; to 
the untutored, observing the world out 
side their windows, it looks obvious, and 
the traditional theory obvious nonsense. 
Yet the old theory derived its odd conch 
sions from seemingly impregnable logic 
whereas the new theory derives its more 
appealing conclusions from logic that 
many economists regard as indeferisib! 
This debate is just beginning. For the rice 
ment, the fact is that the Cecchini report 
is rooted ín the old approach. 

Using the Romer model, Mr Baldwi 
estimates that the increase in investme 
after 1992 will permanently raise t 
Community's growth rate by berween а 
quarter and three-quarters of a percenta 
point. Expressed as an equivalent increase 
in the level of output, the bonus (mediu 
term and long-term combined) would: 
worth 9-29% of ope. Adding this to tl 
Cecchini figures, the range becomes, ip 
round numbers, 11-3596 of cpr. New tha: 
really would be something to enthuse 













































































jor with ы апа Europe. 
ome hope. The engine of Japan’s do- 
car-market growth is already begin- 
to rattle. A tax reform last April 
ked about Y400,000 ($2,800) off the 
of large cars in Japan, providing a tem- 
porary spurt during the summer. Prior to 
that, runaway sales at home had been 
powered by strong Japanese corporate prof- 
is, which last year rose by 2296. But profits 
Are expected to rise by no more than 1096 
this year, and by even less in 1990. 

Worse still, Japanese motorists will any- 
vay have fewer new attractions to get them 
icking tyres in local showrooms. The only 
atchers seen recently have been the 

_ from Toyota’s new luxury brand, 
exus’’, and from Nissan's rival “Infiniti”. 
дм models carry healthy margins, 
Mr Stephen Marvin, a motor industry 
lyst with Jardine Fleming Securities in 
yo, but they cannot compensate for a 
ficant decline in sales of bread-and-but- 
compact cars and light trucks. Mr Mar- 
expects vehicle sales in Japan to be down 
next year, with a further decline in 1991. 

Normally such problems would warrant 
tle more than a bit of belt tightening by 
ese carmakers at home, plus some roll- 


ng ip of sleeves by their colleagues abroad. 





















Unwanted? Me? 


But times have changed. American distribu- 


tors of Japanese cars now get two out of 


three of their vehicles from transplants 
rather than from ships that have just docked 
from Japan. The percentage of Japanese cars 
made locally within the EC is much less, but 
will increase as Toyota and Honda open 
their British factories. 

This means that Japanese carmakers are 
about to have their profits rudely squeezed. 
And whenever that happens one outcome is 





guaranteed: a price war. The discounting al- 
ready rampant in America will catch on 
quickly in Japan, once people have spent 
their winter bonuses. So how many Japanese 
carmakers are healthy enough to withstand 
a prolonged period of pain? 

Toyota certainly. But some of Japan's 
big carmakers are beginning to look as if 
they could be left on the wayside. Honda is 
thought to be considering drastically scaling 
back its plans for some 600 new dealers for 
its upmarket “Acura” range in America. 
Troubles are also in store for debr-ridden 
Mitsubishi Motors, which depends on 
Chrysler for most of its American sales. 
Chrysler’s decision to reduce its stake in 
Mitsubishi could spell a cooling of relations. 

The weakest carmaker is Mazda. It has 
recently introduced some snappy new 
sportscars, but has poor distribution at 
home and is highly dependent on the Amer- 
ican market. It has few new products to 
counter the price-cutting onslaught ahead. 
Mazda teetered on the edge of bankruptcy 
in the mid-1970s: then it was bailed out by 
Sumitomo Bank and Ford. The thought 
that has crossed a number of minds of late is 
that the first big American M&A deal in Ja- 
pan could be in the carmaking business. 
























4 ORE an academic than a wheeler- 
dealer, Mr Donald Petersen is the 
man credited with the turnaround at 
Ford, America's second biggest carmaker. 
Now, unexpectedly, Ford’s chairman is to 
retire two years before time. Might that 
` force the firm off its profitable road? 
| . A second-world-war veteran and Stan- 
- ford University MBA, Mr Petersen will 
- wrap up his 40-year career at Ford next 
- March. Unlike the so-called "bean- 
. counters" who dominate America's car 
industry, Mr Petersen is a product man 
ith a deep understanding of cars and 
their market. Г m always evaluating prod- 
5" he says, “I do it from a standpoint 
Tof а, not work." 
— [n an earlier incarnation as Ford's 
| president, Mr Petersen Oversaw develop- 
ment of the company's medium-sized 
Taurus and Sable ranges, sleekly-styled 
` cars that have helped Ford revive its share 
‚ of America's car market from 18.8% in 
1985, when Mr Petersen became chair- 
man, to 22.396 today. Ford was trans 
formed from a money-loser into Ameri- 
. Ca's most profitable car company and a 
design leader; its coming purchase of Jag- 
- uar will help it accelerate into the luxury- 
| | car sector as well. 
Mr Petersen's biggest contribution has 
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[ ord switches drivers 


been his move away from the autocratic 
leadership style of the late Henry Ford Il. 
Mr Petersen is quick to say the credit for 
changes belongs to his "teams". In sharp 
contrast is the management style of Ford's 
president, Mr Harold "Red" Poling, who 
is to take over as chairman. But while be- 
ing far more detail-oriented, and likely to 
keep his thumbs more firmly on subordi- 
nates, he is unlikely to disrupt his prede- 
cessor's successful formula. 

Why is Mr Petersen stepping down 





now? He hints at boredom and the need 
to "re-pot" himself. But there may be 
sound strategic sense behind his early de- 
parture. Mr Poling, who at 64 was set to 
retire before Mr Petersen, will now stay 
until the end of 1992, maintaining what 
Ms Maryann Keller, a car-industry ana- | 
lyst, dubs "continuity in management” at 
atime when America’s car industry is fac- 
ing formidable challenges: increased com- 
petition, declining sales and dwindling 
profits. It will also keep a proven manage- 
ment strategy in place while Europe's car 
market—a big source of Ford’s profits— 
starts to open up. 

To run Ford through the rest of the 
1990s, however, the hot money is on Mr 
Allan Gilmour, shortly to be head of 
Ford's Automotive Group. A young-look- 
ing 55-year-old, Mr Gilmour's rapid rise at 
Ford has raised some eyebrows: because 
his career has centred on Ford's financial 
operations, he has little experience of the 
nuts and bolts of carmaking. But Mr 
Gilmour is being groomed for the top 
and, unless he blunders, he will become 
chairman in 1992. 

There may be new hands on the wheel 
at America's other two big carmakers dur- 
ing the next two years. Mr Roger Smith, 
chairman of General Motors, retires in 
mid-1990. The contract of the voluble Mr 
Lee lacocca, chairman of Chrysler, ex- 
pires in 1991. Will he go too? For once Mr 
lacocca is keeping quiet. | 
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E Management buy-outs 


NO staying power 


HIS has been a hostile year for manage- 

ment buy-outs (MBOs) on both sides of 
the Atlantic. А. faltering junk-bond market 
has hit many MBos in America, where the 
fashion originated for managers to borrow 
- lots of money—either from banks or by sell- 
-= ing junk bonds—in order to buy their busi- 
from its boss or shareholders. High in- 
| rates have been equally damaging in 
Britain, where three-quarters of Europe’s 
"MBOs have taken place in the past decade. 
Well-publicised problems at MBOs such as 
America's Revco and Britain's Magnet have 
raised again the question: are MBOs a good 
idea? Answer: in the short term, yes. In the 
longer term, perhaps not. 

A seminal study of American buy-outs 
` £ Mr Steven Kaplan of the University of 
hicago found that, in the first two years 

after they are bought out, companies' op- 
erating profits climb 696 above the industry 
average. A new survey of British мвоѕ by 
Warwick Business School and Touche Ross, 
an accountancy firm, confirms Mr Kaplan's 
short-term findings. It found that, in the 
first three years after being bought out, most 
MBOs produce higher pre-tax profits and a 
better return on capital employed than the 
industry average. Both studies suggest that, 
in the short-term, bought-out companies 
perform better than they did before. 

Advantage MBOs? Not quite. Warwick's 
report contains the first. comprehensive 
analysis of MBOs’ longer-term performance. 
Though its sample is small (few buy-outs 
have yet reached the long term), the study 
makes depressing reading. Four-to-seven 
years after being bought out, most compa- 
nies were still increasing their turnover— 
partly thanks to the booming British econ- 

ny in the mid-1980s. But most were pro- 
-oaacing lower profits and a lower return on 
capital employed than the industry average. 
What happened to that early MBO magic? 

The answer lies mainly with the short- 
term nàture of many post-MBO management 
strategies. Fired-up by incentive. packages 
апа by the need to service a mountain of 
debt; owner-managers concentrate on radi- 
cal cost-cutting to improve their bought-out 
company’s performance. Mr Kaplan found 
that investment and employment in MBOs 
were both below general industry levels. But 
while cost-cutting has a sharp and almost 
immediate impact on profits, its effect be- 
comes marginal in the longer term. 

That, says Warwick's Professor Brian 
Houlden, is when things can go wrong. In 
the early years of the MBO, profit margins 
and return on capital employed will already 
have been pushed to very high levels, mak- 
ing further gains hard to win. As managers 
strive to increase their MBO's market share, 
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or to enter new markets, the bought-out 
companies are more likely to make mistakes. 

Even if their expansion plans are on tar- 
get, MBOed companies may find paying for 
them a headache. A survey of buy-outs in 
America and Britain by Mr John Kitching in 
the latest Harvard. Business Review found 
that, in the first five years after a buy-out, 
operating profits averaged some 8096 higher 
than their level in the year the deal was 
done. But hefty debt-interest payments (and 
taxes) cut net profits to just half their level 
in the year of the buy-out. Worse, burdened 
with debt, companies find it harder to bor- 
row more cash: for expansion. Add in a 
harsher economic climate in the early 1990s, 


















and many MBOS could be apace 

lt is мвоѕ dismal longer-term perf 
mance, rather than high interest rates ай 
sinking junk market, that could turn 
buy-out boom to bust. Many. buy-out: 
fuelled by arira hopes to seek à 
stockmarket listing for the 
years on and to retire rich: B 
wick's research suggests, most MBC 
ging by then, refloating them ma 
sible. Instead, owner-managers mi 
settle for selling out more cheaply t 
petitor (as have a growing number of Br 
MBOs), refinancing entirely—or remai 
less-profitable but independent and prive 
Better than bankruptcy. 





Supersonic executive jets 


Russia's big mach 


Wi will replace Concorde? Not—at 
least in the lifetime of most of today's 
business travellers—a space-plane able to 
rocket passengers from New York to Tokyo 
in 90 minutes, like the "Orient Express" 
touted by a dreaming Ronald Reagan when 
he was America’s president. Aircraft manu- 
facturers’ ambitions are less fanciful. They 
reckon that by 2020 there might be a market 
for supersonic airliners with 300 seats (Con- 








corde has only 100) that can fly farther, but 
not much faster than Concorde's twice the 
speed of sound. 

Rich corporate travellers may not have 
to wait that long. With the spirit of glasnost 
behind it, a joint venture between America 
and Russia could put a small supersonic ex- 
ecutive jet into the air by the mid-1990s. 

Draft plans for the project are shuttling 
between Gulfstream Aerospace in Savan- 
nah, Georgia, and the Sukhoi Design Bu- 
reau in Moscow. Gulfstream, which is 
owned by Chrysler, makes subsonic execu- 
tive jets; Sukhoi makes Russia's SU-27 super- 
sonic fighter. The two firms began talking 
about a joint project at the Paris air show in 
June. The basic specifications are for an air- 
craft capable of carrying up to 18 passengers 



















































at mach 2.2 (1,500 mph), with arange à 
least 5,000 miles. At 1989 prices, it shot 
cost $50m—not much more than di 
the price of a Gulfstream Iv executive 

Mr Allen Paulson, Gulfstreany’s 
man, and Sukhoi’s boss, Mr Mikh 
Simonov, will decide whether to proce 
further with the project during the т 
year. If they do, Britain's Rolls-Roy 
step up its discussions with Lyulka, a 
sian aero-engine manufacturer, about 
ing together on engines for the jet. 

The market for a supersonic exectit 
jet would be tiny, but with air travel ine 
ing, the niche is expanding. Corporat 
are already used to sidestep airport di 
and congestion; supersonic ones would 
have the range for trans-Pacific routes, 
as Los Angeles to Tokyo. Gulfstream 
ons that the initial response from pote 
corporate customers means that early 
mates of a market for at least 50 superso 
executive jets may be more than doubl 

Costs will be crucial. Use of € 
state-of-the-art technologies should - 
development and manufacturing cost 
than the exotic wizardry that would | 
quired to build faster space-planes, Ne 
signs could also reduce environmental 
lems, like sonic booms. Even the 
project would still be commercially 
but that doesn't seem to bother й 
sians: they have offered to pay all of th 
mated $1 billion R&D costs. 

Russia, of course, is after more thar 
supersonic transport for Mr Gerb 
Government agreements would be m 
for the project to proceed. Already 
raised some worries in Washington ove 
transfer of technology. Gulfstream 
that if Russia simply wanted to get | 
technical know-how in commercial 
it could do so without the bother of but 
a supérsonic jet. It is probably eight. = 

Russia would use the supersonic bt 
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ness jet as a prestige project with which to 
build relationships with Western suppliers 
and operators. That would help establish it 
a commercial aerospace manufacturer 
outside the eastern bloc, just as the military 
ide of its aerospace business looks like 
inding down. Russia has big ambitions to 
build commercial jet airliners that can be 
sold to the West. Its latest civilian designs— 
like the Ilyushin 1-96 and the Tupolev TU- 
- 204—come close, but lack the type of avion- 
ic and engines that Western airlines are fa- 
miliar with and trust. 
— — Under an outline deal with Gulfstream, 
the planned supersonic jet would be manu- 
factured in Russia. Its interior, avionics and 
other systems would be installed in the 
West. The engines would probably be de- 
signed in the Soviet Union, but with help 
from Rolls-Royce to make them more ac- 
ceptable to Western operators. Sukhoi 
wo ld also like the supersonic jet's air- 
wo hiness to be certified in Russia—and 
uw certification to be accepted by West- 
n authorities. If Russia can win bilateral 
agreements with the West on all this, its $1 
billion will be well spent. 
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Pub ishing in America 


The bookworm 
ums 
N в YORK 
` A CONFRONTATION looms between 
LX book publishers and booksellers. Mr 
Alberto Vitale, the most outspoken critic of 
practices of big American book chains, 
po Bantam Doubleday Dell to join 
Random House, America's largest book 
publisher. From the start of next year Mr 
Е itale will become the grand panjandrum— 
p resident, chairman and chief executive— 


f ‘Random House, where his imprints will 
ude Alfred A. Knopf, Times Books and 





P Pantheon in the United States and Jona- 
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Cute but mute 


ETS and children are all very sweet, 
but they do cramp busy executives’ 
lifestyles. So why not lavish your affec- 
tion on one that doesn’t eat, leak, howl 
or turn the house into a rubbish dump— 
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а cardboard replica? A Boston-based 
firm called Blue Q has just the thing. 
From Flat Cat, a life-sized photographic 
image of a mild moggy, the company has 
expanded its range to include Flat Fido, 
Flat Fish (two goldfish in a bowl) and 
(less-than-lifesize) Compact Cows. 

The company has not stopped at 
cardboard pets. One of its most popular 
lines is Instant Infant, a cut-out brat to 
placate would-be grandparents until the 
real thing turns up. And for the woman 
who would like a strong but silent male 
around the house, it has introduced Mr 
Right, who no doubt will turn up bearing 
a bunch of Flat Flowers. 

The company is no MBA's brainchild. 
In the words of Mr Seth Nash, one of its 
co-founders, “I spent four years as an 
economics major, then went on to be- 
come an engineer. Now I make card- 
board cats". And how. Blue О and its 31 
employees—all production is contracted 
out—export cut-outs to Canada, Japan, 
France and Britain, and will turn over 
more than $1m this year. 











than Cape, Bodley Head and Chatto & 
Windus in Britain. 

Mr Vitale will be answerable only to Mr 
S.I. (Si) Newhouse, whose family owns news- 
papers as well as Random House, which has 
annual sales of about $800m. Mr Newhouse 
has earned his reputation for being a tough 
boss by discarding three of the biggest stars 
in his sprawling publishing empire: Mr Wil- 
liam Shawn as editor of the New Yorker, Ms 
Grace Mirabella as editor of Vogue and now 
Mr Robert Bernstein as head of Random 
House. Mr Vitale's head will roll too if he 
fails to fatten Random House's thin profit 
margins. 

Industry fears notwithstanding, this 
does not mean that Mr Vitale will accelerate 
the conversion of publishing into just an- 
other business—one that happens to make 
and sell books rather than alarm clocks or 
wash basins. Mr Vitale is certain to cut costs 
by axing jobs at Random House, but every- 
thing he has said and done up to now sug- 
gests that he will resist the efforts of the 
chains to push their independent, often 
quirky, rivals out of business. 

His motives are not altruistic. The pres- 
sures on the industry's profit margins were 
dramatised on November 14th when Para- 
mount Communications, owner of Simon 
& Schuster (America's second biggest pub- 
lisher), announced a $140m pre-tax fourth- 
quarter write-off on its publishing opera- 
tions. The profit squeeze is being intensified 
as chains demand ever-bigger discounts, 
wildly over-order books in the knowledge 
that they can return unsold copies for a full 
refund, and refuse to stock a book unless the 
publisher agrees to a large initial printing. 


Publishers have reacted by commission- 
ing fewer "risky" books, particularly novels, 
printing too many copies of the books they 
do commission (200,000 copies of Mr David 
Stockman's account of his fiscal genius were 
remaindered), and paying mega-advances to 
the comparatively few authors whose books 
are guaranteed prominent display by the 
chains. This agitates Mr Vitale. At a confer- 
ence this summer, he said: “1 believe that 
continuing escalation of advances will result 
in tremendous write-offs of unearned ad- 
vances that will significantly hurt the bot- 
tom line of most, if not all, major and me- 
dium-sized publishers . . . it could make for 
some very dire times very soon”. 

In the same speech Mr Vitale hail 
"the resurgence” of independent book- 
shops, their adoption of new technology 
and their entrepreneurial spirit. This is not 
wishful thinking. Today's independent 
bookshops are as likely to be run by MBAs as 
by bumbling amateurs. The new-found pro- 
fessionalism of the independents has helped 
them to halt the once-dizzying growth of 
America's two largest book chains, B. Dal- 
ton and K Mart's Waldenbooks. 

Mr Vitale's fans expect him to add to 
the chains' difficulties. They confidently 
predict that he will resist the chains' moves 
to win bigger discounts from publishers; 
they also hope he will support Mr Jason Ep- 
stein's pioneering effort to by-pass the stores 
and sell books instead through a mail-order 
and freephone catalogue. They are unlikely 
to be disappointed. Mr Vitale has even 
more scorn for the book chains than most 
authors do for their publishers. 
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WE DO BUSINESS 
IN ONLY ONE PLACE. 


With major offices in North America, Europe, Australia and Asia, 
we provide clients with opportunities everywhere in the world. So 
whether you want to raise capital, merge, acquire or divest, either 
domestically or internationally, keep one thought in mind. 

AtSalomon Brothers our willingness to go to the ends of the earth 
for our clients isn’t simply a figure of speech. 


Salomon Brothers 


For those who will not settle for second 
best, there is only one name. 
The name that connoisseurs and 





collectors have come to know and admire 
as the ultimate in watchmaking. 
For Audemars Piguet have been creating 
the finest mechanical timepieces since 1875. 
Today, these masterpieces remain 
unchallenged. And so it will be in the years 
to come. 








The Automatic Chronograph, the Perpetual Calendar and the Automatic Tourbillon 


a unique performance in micro-mechanical watchmaking 


Audemars Pigue 


Audemars Piguet & Cie S.A., 1348 Le Brassus, Switzerland 
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Performance 
Launch Size as at Oct. 1, 1989 
| SIAM FUND (THAILAND)... Apri1988 Оюм о» 
MALACCA FUND (INDONESIA/MALAYSIA) Jan 1989 US$35M 70% 











FUND (PHILIPPINES) Oct1989 . US$50M МА 



















Indosuez Asia 
are investment pioneers. We seek new. opportunities. 
In the complex world of Asian investment we strive to be practical, 
quick-witted and resourceful. We lead; we do not follow.. 


Our range of emerging market funds represents pioneering Asian investments. 
Their performance has been exceptional. 


For selected institutional portfolios, we are now managing equity portfolios 
directly invested into these emerging Asian markets. 


The price of funds, and the income derived from them, may go down as well as up. 
Equally, to ensure a balance of investors’ interests, 
trust deeds contain provisions which may temporarily restrict investors’ 
rights to redeem under particular circumstances, 





Indosuez. Asian Pioneer. 





INDOSUEZ ASIA 
INVESTMENT SERVICES LIMITED 


A WHOLLY OWNED SUBSIDIARY-OF 
BANQUE INDOSUEZ 





Suite 2606-2608; One Exchange Square, Hong Kong. 
214231 and 5-8107744. Telex: ISAK ax: 5- 











European state aid 


Loaded down with lolly 


i BRUSSELS ; 


One of the biggest barriers to a single Euro 
ecus of aid that national government е 
But this gravy train may soon be derailed 










в Y A whisker, Sir Leon Brittan, Europe's 
LJ commissioner for competition, has per- 
suaded the European Commission to back 
s rigorous campaign against state aid. If 
the commission had failed to take a hard 
e over Renault, France's state-owned car- 
maker, its policy on state aid would have lost 
credibility. So would Sir Leon, who has 
found the past ten months of fruitless argu- 
iment with the French government his big- 
gest challenge yet in Brussels. 
>. If France had succeeded in bending the 

..&. mmission its way—which had, before it 
‘met on November 15th, seemed likely—the 
wind would have been knocked out of the 
whole 1992 programme. As long as national 
‘governments are free to prop up their fa- 
‘voured companies, the market cannot be 
genuinely single. That is why Mrs Margaret 
‘Thatcher has singled out the elimination of 
unfair state aid as one of her lengthening list 
of conditions for Britain joining the ex- 
change-rate mechanism of the EMs. The 
commission has now denied her the chance 
to accuse it of slackening, and she will not 
complain when, next month, it unveils a 
new campaign against state aid. 
* In March 1988 the commission took a 
decision (accepted. by the French govern- 
ment) which allowed ailing Renault to keep 
FFr12 billion of government money. In re- 
turn the government agreed that, by the end 
of 1988, it would abolish the carmaker's spe- 
cial legal status as a régie—an entity which 

inot go bankrupt. The government also 
teed to a restructuring plan that would 
force Renault to cut car capacity by 15% be- 
fore the end of this year. The government 
money, the commission hoped, would there- 
fore not distort competition. 
^. Soon afterwards a socialist government 
took power in France, and it failed to fulfil 
its side of the bargain. So the commission 
began a tedious series of negotiations with 
Mr Michel Rocard's government. The com- 
tnission demanded that the government 
turn Renault into a normal company and 
enforce capacity cutbacks. The French re- 
fused, arguing that they had tinkered with 
enault's status and that the booming car 
arket made capacity cutbacks ridiculous. 

The commission replied that, in that 
se, the assistance for restructuring had 
ever been needed and should be paid back. 
е commission—backed by other carmak- 
r$—maintains that Renaults domestic 
хагкег share would have been further 
roded without the subsidy. 
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an market is the 100 billion 
out to companies every year. 


Despite many a dinner with Sir Leon, 
Mr Rocard showed few signs of compro- 
mise. He has been hampered by his fragile 
position in the French socialist party: the 
leaders of rival factions attack him for being 
insufficiently socialist, and would be de- 
lighted if he closed down Renault car plants. 

Sir Leon decided this month that his 
only option was for the commission to 
threaten a court case. France lobbied com- 
missioners for more time. An anti-Brittan 












Europe' 's gravy train 


State aid to EC industry annual average 1981-86 














camp formed around the French and social- 
ist commissioners, led by the commission’s 
president, Mr Jacques Delors. 

On the day, Sir Leon won over enough 
waverers for Mr Delors to accept his plan 
without putting it to a vote. Some of the 
commissioners thought it important to be 
consistent: Peugeot, Alfa Romeo and Rover 
had already been ordered to repay smaller 
state gifts. Socialist commissioners such as 
Mr Karel Van Miert and Mr Bruce Millan, 
while not free-marketeers, thought it might 





































































bea Дайрегоцв [ош to go soft ona b 


country which currently holds the pre 
dency of the council of ministers and of 
commission. So the commission decided 
give the French government three mont 
either to come up with a занеси 
counter-proposal or order the FFr12 bi 
to be repaid. Otherwise France will be 
to the European Court of lustice. 
Sir Leon's victory will give som 
mentum to a new state-aid policy tha 
preparing to launch next month. Th 
tus for this was a survey of state aid in t 
Community, completed earlier this yea 
found that, during the period 1981-86, f. 
the then ten members of the Communi 
national subsidies ran at an average annt 
level of 82 billion ecus, or 396 of the Co 
munity's GDP. Agriculture took an as 
of 10 billion ecus a year, coal 12 billion a 
railways 23 billion; manufacturing | 
counted for the rest. 
The Treaty of Rome empowers th 
mission to intervene directly against c 
tition-distorting subsidies, without соп 
ing member governments. So fa 
commission has used these powers to ^ 
only new state aid—it considered 370 ca 
last year. The commission can orderch 
to an aid scheme, and, in some of t 
cases, may insist that the recipient 
aid. But the survey found that the © 
sion was being notified of only about 20 
total aid. The rest formed part of sche 
that had been approved by the commissi 
in the past, perhaps in very different c 
stances—or had never been notified. 
So Sir Leon plans a more effective pol 
to tackle subsidy schemes already in pla 
He reckons s is particularly important 
tighten aid policy in the run-up to 1992. Fo 
with protectionist weapons such as pu 
procurement and national industrial 
dards under attack, governments mag 
tempted to increase state aid as the o 
form of protection left to them. The 
policy will focus on unfair existing aid fo 
export credits, nationalised industries, 
dustrial policies, investment incentives an 
regional assistance. 
To vet every state aid in the Commun 
would need a vast army of м 
while the commission has only 30 in 
state-aid department. The Belgian region 
Wallonia alone has 150 staff to dispens 
So the first priority will be the biggest a 
most competition-distorting examples. 
aid. The next country to get Sir Leo 
heavy treatment will be Spain, which has 
fused to accept a set of rules governing 
aid to the car industry (similar industry-with 
sets of rules have already reduced state aid i 
textiles and steel to zero). Spain wants to 
off accepting the rules while it harries to er 
tice as much foreign investment as possil 
into its car industry. The commission 
soon threaten Spain with the court, too. 
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Bankers peep through 


the curtain 


HILE East Europeans dance or dem- 

onstrate on the Berlin Wall, and in a 
tising number of other cities, West Euro- 
pean and Japanese bankers hammer their 
calculators. They hold abour $90 billion in 
East European debt. Most of the rest of the 
region's total hard-currency debt of $135 
billion consists of government-to-govern- 

nt loans and credits. 

West German banks, led by Deutsche 
and Dresdner, head the creditors’ list; they 
are owed about $20 billion. Bank of Tokyo, 
Sumitomo Bank and other Japanese outfits 
have a total exposure to the eastern block of 
$16 billion. Big French banks have lent $15 
billion. British banks, such as Barclays and 


saying that countries like East Germany 
were enjoying average real GDP growth of 
4% a year. But the official statistics are fic- 
tion; growth figures are therefore blind 
guesswork. Judging where these countries 
are is even harder than measuring their 
growth. The official exchange rate says that 
an East German mark is equal to a D- 
mark—although free markets show it is 
worth roughly one-fifth of that. And inter- 
national comparisons invite you to assume 
that a Wartburg or a Trabant is as good as a 
Mercedes or an Audi, because by East Ger- 
man accounting it costs as much to make. 
West German banks are not keen on 
those who say West Germany should pour 





























its a Ta rie el pi of "jo bi жы 
while it is still a socialist state. They have 
learned that socialist production in 
Germany does not work. But they may 
come increasingly willing to lend for Ea: 
German property-—or secured on it. II 
Germany re-unites with West German 
most West German bankers assume it ev 
tually will, the site value of Unter йеп 
den (East Berlin's fanciest street} or Leip: 
will multiply many times over. | 
The other mistake made in the 1970s 
was to say that sovereign governments $üc 
as Poland’s could not go bankrupt. West 
bankers somehow felt comforted by 
presence of the Soviet Union in the hx 
ground, which was looked upon as provi 
ing an implicit guarantee to the debts of it: 
satellite states. ; 
Defaults or moratoria have not in fa 
been on a Latin American scale. Only thre: 
East European countries have tried (0.7 
schedule their debts: Poland, under its 
darity-led government; Yugoslavia under 
detached-from-Russia one; and Stalinist R 
mania. Strangely, Romania has been t 
bluest-eyed boy for bankers since its del 





Midland, are owed $10 billion; Aus- 
trian and Italian banks $6 billion and 
$7 billion respectively. American 
banks are shrillest in their warnings 
that East Europe's changes may not 
be permanent, and that bankers 
should fear some European 
Tiananmen Squares: but unlike in 
Latin America, their voices matter 
"hardly at all for they are owed only $3 
. billion. 
When the banks began large-scale 
lending to Eastern Europe in the 
1970s, they were as open-mouthed 
suckers as they were in Latin Amer- 
ica. They wrote each other memos 
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Inthered 
East European debt, $bn. 
End 1988 (convertible currencies only) 
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Hungary — 


Romania 
Sources CECE, BIS- 





topped $6 billion in 1987. It has 
paid off all but $1 billion of that b 
debt, by squeezing its already po 
people still poorer. | 
The countries now escaping fre 
communism are not likely to be te 
to squeeze themselves as hard as char 
But, so far, the only East Europ 
country mooted as a possible Br 
plan candidate for kindly debt red 
tion is Poland. There Solidarity. 
now the dominant political force, b 
the economy is in an ever-worse mess 
Poland had always paid interest on. 
$10.5 billion hard-currency Эш 
debt on time—auntil the fourth qu 
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"this year when the new goverhment 
that it could only pay 1596 of the inter- 
t due to the banks. An agreement with the 
IF on how the economy should be run (to 
reached possibly before the end of 1989) 
ht boost bankers' confidence in Poland. 
But having baulked at lending to Mexico 
dér the Brady plan, international banks 
are not keen on lending new money to a 
ly inflating Poland under another, 
Brady-style scheme. 
Hungary's economy looks rather more 
hopeful. So might Czechoslovakia's if it 
dashed for political reform. Hungary, with 
$16 billion of hard-currency debt, has one of 
the highest foreign debts per head in East- 
n Europe; but its exchange rate is nearly 
alistic. and there are some exportable 
s in its shops. That is why some western 
ks are shaping up for new business 
re. Deutsche Bank is setting up an office 
judapest. Creditanstalt, Austria's biggest 














entrale opened. an office in Prague. 




















could embrace pre-1918 Austria-Hungary. 
That included areas like Croatia and some 
parts of Poland as well. 

The banks are using their offices in 
Hungary as outposts to reconnoitre old local 
industries and some more modern monetary 
activities as well. Creditanstalt has a broker- 
age venture in Budapest designed to play the 
fledgling Hungarian capital markets. Earlier 
this year Citicorp organised the first man- 


agement buy-out in Hungary. It involved the: 
state-owned Apisz company, Hungary's larg- 
est supplier of stationery. Girozentrale has a 
stake in the Budapest-based International 
Investment Agency, which advises foreign. 
companies on setting up joint ventures iri 
Hungary. Poland is now starting to attract 
some joint ventures as well. | 

The banks think there will be some 
scope for debt-equity swaps in Eastern Eu- 
rope. Already this year Yugoslavia has re- 
duced its debt by about $900m using debt- 
equity swaps and debt buy-backs. Hyatt, an 
American hotel chain, hopes that debt-eq- 
uity guidelines will soon be issued by the Pol- 
ish government. Advised by Security Pa- 
cific, the hotel group is hoping to use debt- 
equity swaps to provide about 2096 of the 
cost of its proposed new hotel in Warsaw; 
Although there is some rísing optimism 
there is no euphoria. In ten years' time, sa 
the most hopeful banks, lending money | 
Poland or Hungary could involve the san ` 
credit considerations as, say, lending to Por 
tugal today. 





























































CE. Big Bang, when stockbroking 
ommissions in London were pared to 
bone, securities houses have been dis- 
asking their institutional clients 
when they might expect a little flesh back. 

he institutions’ first response has been 
at commissions will rise again when the 
ecurities houses start producing decent, 
unbiased’ research. Institutions’ deeper- 
felt response: when sharp-suited brokers 
top paying themselves salaries three 
times higher than those of their clients. 

_ City brokerages continue to pay their 
staff big money, which is one reason why 
they continue collectively to lose serious 
_ money for their owners. These losses have 
fund managers worrying that they might 
lose even the poor service from securities 
firms that they get today. That is why they 
are wondering, resignedly if crossly, 
whether they might now have to do more 
0 support their highly-paid stockbrokers. 
At the time of Big Bang in October 
1986, when fixed commissions 


rather than direct with market-makers, 
when no commission at all is paid—has 
risen from about 50% immediately after 
Big Bang to about 70% today. With the 
slump in turnover since the October 1987 
stockmarket crash, that translates into an- 
nual commission revenue from British eq- 
uity trading for all International Stock Ex- 
change member firms of some £600m 
($950m). Yet, with the total combined 
cost of firms’ British equity operations 
running at around £800m a year, trading 
British shares is collectively losing firms 
more than an annual £200m. 

In the past few months there have 
been signs of institutions’ greater willing- 
ness to pay more, say 0.25-0.3%, for a 
proven skill, such as placing a sticky line. 
of property shares. Other fund managers 
are paying more for specialist research. 
Postel, one of Britain’s largest investment 
managers, sensibly gives its small-com- 
pany team discretion over what it pays for 


regional brokers’ research. However, in- 
stitutions cannot stray too far from thein- | 
dustry norm, for fear of neglecting their | 
fiduciary duties. The biggest outfits are | 
now talking about a general rise in bro- | 
kers’ commissions to 0.25%. 

New Year’s Day might provide the ex- 
cuse. That is when a European directive 
on value-added tax (VAT) is due to come 
into force. It will exempt institutional and 
private investors from the 15% VAT 
charge that they currently pay on broker- 
age commissions. Why not give to brokers 
the vaT which institutions would other- 
wise have paid, particularly since the same 
directive forbids agency brokers to claim 
back VAT on some supplies, such as.com- 
puters? That would bump commissions 
up to 0.2396; but 0.2596 is a such a nice 
round number. 

A better idea would be to take a cue 
from the International Stock Exchange's 
plans to overhaul the classification of Brit- 
ish shares early next year. Át present, 
companies are graded according to size 
into alphas, betas, and so on. The trouble 



















where abolished, City of London 
firms and their institutional clients 
shifted to a somewhat arbitrary 
commission figure for most British 
equity deals of 0.2% of the value of 
the trade. That figure has since 
uck, although for the largest deals 
cantankerous institutions can. say 
_ they will pay only 0.125%. 

< True, the share of institutional 
yusiness. which is done through 
stockbroking firms’ agency arms— 
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is that many betas are much more 
liquid than larger alphas: so the re- 
classification aims to use more so- 
phisticated measures of liquidity— 
starting with the size of the freely- 
traded part of a company's shares. 
Why not at the same time renegoti- 
ate the blanket 0.2% commission? 
Brokers and their clients could 
evolve a graded structure in which 
freely-traded shares command low 
commissions and тоге elusive 
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: growing by a nominal 5%; GDP now 


Berlin Wall Street 





As the Berlin Wall fell, share prices in Frankfurt soared. Stockmarket 


investors are 


unting on those West German businesses that stand to 


benefit most from a thaw in East Germany 


ST Germany's stockmarkets have 

V spent much of the year tracking 
vents on Wall Street (see chart). The 
pening of the Berlin Wall on November 
9th; plus the admittedly distant prospect 


1 of economic integration with East Ger- 
‘many, fired the West German markets 


with a more indigenous enthusiasm. 
Frankfurt's FAZ index of 521 companies 
surged by 2.396 on Friday November 
10th; turnover was a heavy DM5.9 billion 
($3.2 billion). The following Monday the 
index leapt by another 2.396, on still- 
weightier turnover of DM9.7 billion. Buy- 


| . MARKET FOCUS | 


grants are expected for the whole of 1989. 
Armed with their DMIOO gift from the 
West German government, their own sav- 
ings and cash from West German rela- 
tives, this could translate into formidable 
extra spending in the economy. 

That is one reason why the West Ger- 
man bond market has slumped during the 
past week. Another may be the huge 
amount of aid from West Germany that 





the past month kë sector has risen Dy. 
some 2396. 

Investors say that the sector's rise, led. 
by the two largest companies, Philipp 
Holzmann and Hochtief, is more than j 
tified. As the pace of immigration quick- 
ens, so West Germany's already acute 
housing shortage becomes still keer: 
The bonus for investors is the federal gov: 
ernment's decision to increase its subsidy 
to the housing market by $8 billion. Th 
irony is that the construction industry hat 
had to hire Polish workers to cope with. 
rising demand. | 

Some stockmarket investors claire tà: 
be making a more far-sighted appraisal, | 
citing the eventual boost ro West Ger 
many of freer economic co-operation with 
East Germany and, eventually, of 
fication. West Germany has long bee 
worried about its rapidly shrinking роо 
of workers, Here, on its doorstep, is now: 
cheap though — highlytrained 





Despite these advances, the FAZ 
index is still some 50 points below 
this year's high of 690.9, hit as re- 
cently as early October. During last 
month's minicrash around the 
world’s stockmarkets, Frankfurt 
fell by 1396 in a single day, far more 
than any other big market. 

At the time, many investors 
suddenly realised that Frankfurt 
had been gorging itself on good 
news whilst ignoring the bad. True, 
every new estimate of West Ger- 
man growth this year had exceeded 
the previous forecast. At the begin- 
ning of the year economists’ con- 
sensus for real GDP growth in 1989 
was à respectable 2.596, with profits 





looks to be nearer 4.596, with profit 
growth at a nominal 1096. 
The snag is that all this economic ac- 


" tivity is working up an inflationary lather. 





The hot pace of new orders to West Ger- 
man industry, both from home and 
abroad, shows no sign yet of cooling. Out- 
standing orders are at their highest point 
this decade; capacity utilisation is fast ap- 
proaching the all-time record notched up 
in 1970. Unsurprising, then, that annual 
inflation, 1.696 a year ago, has doubled to 
3.296. Broad money is growing at an an- 
nual 5.3%, well above its targeted range of 
3-596. As a result, the Bundesbank has 
pushed interest rates higher. Interest rates 


' on three-month money have risen from 


5.1% a year ago to 7.75% today. 
Stockmarket investors selling into last 

week's rally were probably thinking of the 

extra inflationary impact that a surge of 


- East German refugees might have upon 


the West German economy. Some 5m 
East Germans have applied for visas to 


visit West Germany; roughly 909 000 еті- 


` Stockmarket indices 
End December 1988=100 


East German leaders are gambling on. Ei- 
ther way, a sullen bond market is hardly a 
background against which stockmarkets 
can be expected to sparkle. 

Yet equity investors have found plenty 
of patches of merriment. Two stockmark- 
et sectors have done particularly well: re- 
tailing and construction. The influx of 
East Germans, investors think correctly if 
unimaginatively, should make it a record 
Christmas for West German retailers. 
And with luck, the third round of West 
German tax-cuts, due in January, might 
help sustain demand thereafter. Even so, 
the past month’s respective 17% and 24% 
rises in the shares of the two biggest retail- 
ers, Kaufhof and Karstadt, now look quite 
enough. 

The construction sector was roaring 
even before last week's momentous 
events. During September and October it 
rose by 1496, though the market as а 
Whore fell by 5% o over the same period. In 





workforce that could be put: 
wheels of West German indus 

Take Volkswagen: Shares in 
carmaker have soared on the 
sumption that Volkswagen wil 
able to shift some of its output fro 
low-cost Spain a to its mi 
West German plant. That plant i 
close to the border and so тій 
soon be able to call on a still lower- 
cost workforce than Spain's. 

Stockmarket punters who buy: 
on a dream envisage a grand Mar 
shall Plan to reinvigorate the shat- 
tered economies of Eastern Europe. 
They think the winners will be 
firms that will be briefed ro rebuild. 
East Germany's appalling ае. 
structure—eg, cement companies 
road builders and locomotive mak- 
ers. Veba, a West German utility, 

has already agreed to supply its neighbour 
with electricity. 

Once these basic investments have 
been made, Marshall Plan or no, the de 
mand for soph isticated industrial machin- 
ery ought to pick up. The shares in RWE а. 
maker of environmental cleaning tma 
chines, are currently riding the benig 
combination of filthy East German fac- 
tories and green-conscious West Gergi 
voters. 

All the same, it takes more than fadsto 
make a trend. Like many good stories, 
those swirling around the Frankfurt 
bourse are set in a rather too-distant fur 
ture. In the meantime, West Germany ha 
the bogeyman of inflation to contend. 
with. The powerful metalworkers' union 
16 Metall, has threatened industrial acti 
next year unless it sees a hefty rise in pay. 
and shorter working hours. Ir is likely to: 
get its way, which is worrying given HAIG 
sets trends in West Germany. 











apan and the cashless society 










































KYO. 


АРАМ consumers and retailers prefer 
hard cash to plastic, for anything from the 
groceries to a foreign holiday. Yet, un- 
kely as it seems, this could be the first cash- 
ss society. After nearly two years of hesita- 
on, the Ministry of Finance last. week 
ommended measures to protect consum- 
s who use magnetic money instead of the 
al thing. Parliament is expected to ap- 
prove the legislation by the end of this year. 
- Japan's new cashless-cash has been in 
nited circulation since 1982. Resembling 
imsy credit cards, the prepaid cards have a 
agnetic strip that records their initial face 
lue and makes deductions as the card is 
used. Their biggest use promises to be in 
nding machines. These currently bring i in 
arly ¥5 trillion ($35 billion) a year in small 
ange, but it is becoming prohibitively ex- 
nsive to service them and to collect the 
sh. Cards are far cheaper. 

. Over the past decade, prepaid cards 
уе been used around the world, mainly in 
ilway stations and telephone boxes. In Ja- 


h and Telephone (NTT) in the early 
Next came the Orange Card from Ja- 
Railways. Private railways and now bus 
i companies, too, have started issu- 
spaid cards. So do firms selling ciga- 
, snacks and soft drinks from vending 
vines. Today, prepaid cards can be used 
r washes, highway toll booths, fast-food 
lets and video-game arcades, though not 
Japan's hugely popular pachinko (pinball) 
rlours. 
Owners of pachinko businessés “have 
ught tooth, nail and backhander to keep 
epaid cards out of their garish and noisy 
parlours. Pachinko is officially a ¥10 trillion- 
year business, but real takings are thought 
be three times that, making pinball nearly 
twice the size of the car industry. Last-year 
alone, the authorities claim the business 
evaded some Y500 billion in taxes. By moni- 
oring the suppliers of prepaid cards, the 


of turnover and tax liabilities. ; 

More honest firms, in contrast, have 
welcomed the prepaid cards. Well they 
might: the issuer gets a free loan from its cus- 
tomers. During the past year, NTT sold 200m 
ephone cards. worth ¥350 billion. Also, 
because people do not have to fumble for 
coins, NTT finds that they talk. 20-30% 
onger on the phone and clock up costlier 
alls. Prepaid cards have also become a pow- 
erful marketing tool. Around 4096 of NTT's 
telephone cards are bought by companies as 

lients, . 
trick is to market fashio ‘or 


in, the trend was begun by Nippon Tele- - 


taxmen believe they could get a clearer idea 


repayment to Nirvana 


lected instead of used. "The 
hoarding rate of telephone 
cards is said to be over 
5096," says Mr Hiroaki 
Sakuma of the Long-Term 
Credit Bank of Japan. The 
only snag! The prepaid 
cards have not been inter- 
changeable. The cashless 
consumer needs a wallet-full 
of different cards to get 
through the day. 

So far, the finance min- 
istry has turned a blind eye 
to the way companies issu- 
ing prepaid cards have been 
edging towards the role of 
the Bank of Japan, which 
has had the sole right since 
1902 to issue bank-notes. 
The prepaid card companies 
have not even had to put up 
with the 1932 regulations 
that cover gift coupons sold 
by stores. Retailers have to 
deposit half the amount of 
such prepayment with the fi- 
nance ministry to give some 
protection to their card customers in case of 
bankruptcy. Experts believe that prepaid 
cards in circulation in Japan will soar from 
400m to more than 1 billion by 1992. The 
finance ministry wants to tighten control 
over them before unscrupulous issuers take 
customers for a long, long ride. 

So far, all the issuers of prepaid cards 
have been corporate blue-bloods like NTT, 
Japan Railways, Nippon Card System 
(owned by two dozen of Japan's largest 
banks plus NTT and Japan Tobacco), and Ja- 
pan Card (backed by some 30-odd big 
Osaka names including Sumitomo and 
Matsushita). But the smell of fast money will 
soon attract the wide boys. 





Paradise card? Sorry, no. 


The new law will make prepaid cards 
more like gift coupons. Issuers will have to 
put up a deposit of up to half the card's face 
value for cards worth more than ¥1,000: 
This is the first step before allowing prepaid 
cards to be used at a variety 
of different outlets, from 
Buddhist temples to massage 
parlours. While the face val- 
ues of telephone and subway 
cards are expected to remain 
at around ¥1,000, general- 
purpose cards are likely to 
be sold in denominations of 


¥10,000 and upwards, 
enough to attract swindlers. 
Meanwhile, regulators 


and issuers alike are watch- 
ing events carefully in the 
go-ahead prefecture of Shi- 
zuoka. The authorities there 
have just given the lo. 
banks, credit unions and i 
ricultural co-operatives per- 
mission to issue a general- 
purpose card for use 
throughout the prefecture. 
Though not quite on a par 
with neighbouring Aichi or 
Yamanashi, the region has 
its share of financial cow- 
boys and tax dodgers. 

Amusing tales are being 
heard about how prepaid 
cards are putting the fear of Buddha into 
countless organisations with dodgy books. 
The Buddhist Association of Kyoto has 
banned the use of prepaid admission cards 
that made their debut at six temples in the 
ancient city in September. The monks have 
sent out instructions to 150 temples in the 
Kyoto and Nara prefectures, telling them 
not to let the card system through their 
heavenly gates. Rank commercialisation of 
the religious act, they said. Actually, t 
feared that prepaid cards would be the tune 
end of a wedge that might lead tax officials 
to put a new 3% consumption tax on their 
takings. Or, heaven forbid, they might even 
become liable to corporation tax. 








Nigeria’s growing debt crisis 


Big and beggared 


CCOUNTING for nearly one-fifth of 
the region’s GNP, Nigeria has the larg- 
est economy in sub-Saharan Africa. It is also 
one of the continent’s biggest debtors, ow- 
ing a total of $33 billion to foreign lenders. 
For proud Nigerians, aid meetings are 
hardly enjoyable occasions. It is galling for 
them to be pointedly reminded, as they were 
last week at a meeting of their country's offi- 
cial creditors, that its economic decline has 
been so severe that Nigeria now ranks as one 


of Africa’s basket cases. Income per head to- 
day is reckoned to be less than $300 com- 
pared (at constant prices) with over $1,000 a 
decade ago. 

On World Bank calculations, Nigeria 
needed an extra $500m to plug its 1990 fi- 
nancing gap, їп addition to the $500m the 
Bank itself had already promised to lend. In 
Paris last week, official donors pledged more 
than $600m, including $100m from Britain, 
$42m from the United States and $250m 
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least I’ll soon be in the black 
from the African Development Bank. Does 
that mean Nigeria is on the mend? 

Perhaps: most short-term economic in- 
dicators are pointing upwards. Agricultural 
production increased by 5% in the first half 
of 1989, while industrial output rose 4.7%. 
As a result, Nigeria’s current-account sur- 
plus for the first six months of the year was 
almost $500m, compared with a deficit of 
$555m in the whole of 1988. Earnings from 
non-oil exports, which rose by 50% between 
1986 and 1988, have now levelled out be- 
cause of weak cocoa prices, but the volume 
of cocoa exports continues to grow. 

More worryingly, inflation too is mov- 
ing upward. Despite the Nigerian govern- 
ment's attempts to restrict credit, inflation 
is running at an annual rate of 5396. This 
puts the naira under strain. The country's 
creditors—especially the IMF, which recently 

re Nigeria a cleanish bill of health—be- 

ve a lower naira is both desirable and in- 
evitable. But the exchange rate is politically 
sensitive. President Ibrahim Babangida’s 
military government has been propping up 
the currency at around 7.3 naira to the dol- 
lar, about 2596 above its free-market rate. 

Behind the guarded optimism, there is a 
hand-to-mouth look about this latest debt 
package. The calculation of the financing 
gap depends on a range of fragile assump- 
tions about oil prices, future debt 
reschedulings, new World Bank commit- 
ments and, above all, the level of imports 
that the planners believe Nigeria can afford. 

Imports are the country's weakness. 
Next year they are expected to total $6 bil- 
lion, less than half the 1980 import bill of 
$14.6 billion and well below the volume 
needed for Nigeria to reverse a decade of 
economic decline. Without substantially in- 
creased imports, investment and employ- 
ment will continue to stagnate. But (short of 
an unlikely export boom) imports must be 
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capped if Nigeria is to earn the $3 billion 
needed for debt-service payments in 1990. 
A further snag is the rate of disburse- 
ment. Aid pledges are all very well, but con- 
verting them into cash is another matter. 
The Nigerians reckon they will receive little 


FINANCE 


more than half of the promised $600m next 
year, to which they can add the $500m in 
World Bank loans, which come through 
fairly fast. Nigeria's government and its offi- 
cial creditors alike stress the importance of 
streamlining the disbursement process, but 
those familiar with Nigerian bureaucracy do 
not hold out much hope. 

The basic problem is the capital ac 
count. In the last four years, more than $15 
billion has left Nigeria in the form of debt- 
service payments and flight capital. Until 
this outflow is reversed, economic recovery 
will remain elusive. Optimists believe the 
turning point has been reached. They point 
to a big increase in official aid and a recovery 
of foreign investment, from a low of $400m 
last year to a forecast $600m in 1990. 

All this will still leave Nigeria short of 
money. So when the London club of com- 
mercial-bank creditors meets early next year 
to discuss debt rescheduling, it will be 
bluntly told that the country cannot find 
the $700m of interest it owes them for 1990. 
Then in Paris later in the year, official credi- 
tors will hear another Nigerian plea, echoed 
by the IMF and World Bank, for soft debt- 
rescheduling terms for the country that, 
once upon a time, liked to boast that it was 
" Africa's economic giant”. 
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Tighter regulation for American investment banks 


A capital idea 


OMETHING that the big American se- 

curities firms have been dreading for 
years now looks imminent. A “market re- 
form bill", which is now before Congress, 
could be law by the end of the year. The se- 
curities firms think it is the first step towards 
bringing into the regulatory net of the Se- 
curities and Exchange Commission (SEC) 
many risky (and unregulated) activities that 
provide a big chunk of their profits. 

Since 1971, when they began to go pub- 
lic, Wall Street’s biggest brokers have ar- 
ranged themselves as holding companies 
with groups of separate subsidiaries. Al- 
though their broker-dealer operations are 
regulated by the sec, the holding compa- 
nies’ other subsidiaries are not. The market 
reform bill gives the sEC wide powers to de- 
mand all relevant information from the se- 
curities houses on all the activities that they 
pursue outside their broker-dealers. Mr 
Richard Breeden, the sEC's newly-elected 
chairman, strongly backed the measure in 
testimony before Congress in late October. 

Many American securities houses are 
now small financial conglomerates. Stan- 
dard & Poor's reckons the nine biggest se- 
curities firms have assets of roughly $80 bil- 
lion (a fifth of their total) in businesses 
unrelated to their underwriting and securi- 
ties-trading operations. Merrill Lynch, for 


instance, makes bridging loans to help put 
together leveraged buy-outs (LBOs) and 
merger and acquisition (M&A) deals, Salo- 
mon Brothers even runs a clutch of oil refin- 
eries, through its Phibro Energy subsidiary. 
Some of the securities firms’ other ventures, 
such as commodity trading and insurance, 
are regulated by those industries’ own 
watchdogs. 

Other unregulated activities—eg, swap 
deals and property lending—worry the SEC. 
To support all these extra-curricular activi 
ties and core ones, big American securities 
firms have become loaded with debt. At 
end-1988 the top ten brokerage houses had 
$21 billion of commercial paper outstand- 
ing, $14 billion in long-term debt and $22 
billion in bank borrowings. That represents 
a 15-fold increase in the past ten years. 

If firms carried out business such as 
their bridging loans and equity investments 
in LBOs through their broker-dealer subsid- 
iaries, the SEC would demand that firms 
back the deals fully with an equivalent 
amount of capital. Standard & Poor's reck- 
ons that First Boston needs to boost its capi- 
tal by 40% to reflect its risks better, 
Shearson Lehman Hutton by 35%, and 
Merrill Lynch by 20%. 

Bridging loans make the point. In the 
past, investment banks have counted on is- 
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ing junk bonds to refinance the bridging 
ns they have promised for corporate 
structurings. However, since the junk 
market's collapse last month, some firms' 
bridging loans have been looking more like 
long-term unsecured loans. Moreover some 
securities houses—eg, Morgan Stanley—are 
increasingly dependent upon gains from ear- 
ier equity investments in LBOs. Last 
month's mini-crash highlighted the risks to 
this sort of investment at times when equity 
markets turn nasty. 

~The recognition of these risks is already 






































it ratings. Last ы, Moody’s down- 

First. Boston’s long-term debt. 
y's said that it was especially worried 
First Boston's merchant-banking ac- 
vities, where the firm puts up its own 
y to back M&A deals that it is arrang- 
Moody's also announced at the end of 
October that it was considering a similar 
wngrading for Shearson Lehman, be- 
‘of its extensive use of double leverage 
subsidiaries borrowing borrowed money 
n the holding company) and its depen- 
ce upon non-broker-dealer subsidiaries. 











America’ s twin mortgage agencies 


Fit to burst 


NEW YORK 


AVINGS and loan associations (thrifts) 

will cost the American taxpayer $335 
billion over the next 30 years and Wall 
Street, as always, is looking for ways to profit 
from the red ink. One approach has been to 
buy the shares of the biggest beneficiaries of 
the thrift disaster—the Federal National 
Mortgage Association (Fannie Mae) and the 
Federal Home Loan Mortgage Corporation 
(Freddie Mac). 

Fannie Mae and Freddie Mac are Amer- 
ica's two largest financial institutions in 
terms of total lending—ie, portfolio loans 
and loan guarantees. Bullish reports. on 
these two companies have poured out of 
Wall Street brokers in the past 18 months. 
For once, the analysts have so far been glori- 
ously right. Fannie Mae's share price has 
risen sixfold since the October 1987 crash. 
Freddie Mac's has risen by 12096 this year 
alone, despite October's mini-crash. 

These federally-chartered companies 
are privileged because they enjoy the im- 
plicit backing of the federal government (see 
box on next page) Investors view their 
bonds as quasi-government debt. This gives 
Fannie Mae and Freddie Mac a financing 
advantage of around 25-35 basis points 






























“NEW YORK 


FTER years of feasting off takeovers, 
Wall Street is picking over more 
umdrum fare, like company earnings. 
Not before time. Profits are falling while 
nterest bills to service debt have reached 
/ record levels. 

Miss Nancy Lazar, an analyst at C.J. 
‘Lawrence, a New York brokerage, calcu- 
lates from Department of Commerce fig- 
“ures that at the end of the third quarter 
American companies' interest burden was 
equivalent to 89% of their net profits. De- 
spite the recent decline in interest rates, 
that percentage has been increasing; over 
the preceding 12 months interest pay- 
+ ments rose by 14% while corporate profits 

declined by 16%. 

Mr Robert Schwartz of Merrill Lynch, 
big securities firm, reckons that the 
‘record interest burden extends across 
: nearly all sectors of American industry; it 
is not confined to companies involved in 
unk-hond deals and other leveraged buy- 
outs. Corporate debt, he concludes, may 
one day pose as big a problem for Ameri- 
: $23 trillion equity market as it now 
do or the d smaller ($200 billion) 
















(hundredths of 196) over competing private- 
sector Monde lenders, including thrifts. 

As well as enjoying a better class of fe 
eral subsidy than the thrifts (ie, subsidised 
borrowing rather than subsidised deposit in- 
surance), the mortgage agencies also use su- 
perior financial technology. They can bun- 
dle together mortgages for sale as securities 
and so diversify their credit risk nationally, 
In contrast, thrifts’ mortgage portfolios are 
mostly confined to their home states, be- 
cause of America’s ban on interstate bank- 
ing. This is why, increasingly, thrifts origi 
nate mortgages for a fee and then sell them 
on to an agency for securitisation. 

Between them, Fannie Mae and Fred 
Mac now hold and guarantee about $6 
billion in mortgage loans and mortgage 
backed securities. That is about two-fifths of 
all the pk they are allowed to buy, ie, 
those up to a limit of $187,600. Last year, 
Fannie Mae made post-tax profits of $507m, 
Freddie Mac, $381m. 

Wall Street has plenty of reasons to 
push the mortgage agencies’ shares, some of 
them sensible. In the case of Fannie Mae, 
which nearly went bust in 1981 when it 
boasted a negative net worth of $10.8 bil- 






























American corporate profits squeezed 


junk-bond market. 

This is starting to bother the stock- 
market. It has recently been buffeted by 
poor earnings reports from companies in 
a range of industries, such as American 
Airlines, Anheuser Busch (a brewery), the 
big three carmakers, Bethlehem Steel, 





Pinching 


American corporations’: 





interest payments Fj 
d , as% of net profits SES 





IBM, Compaq and Sears, Roebuck. 

Mr Schwartz says that net interest pay- 
ments by America’s non-financial compa- 
nies came to $153 billion in the third 
quarter. At mid-1989, he calculates, debt 
service was absorbing 31% of these com- 
panies' cash flow, as against 2296 and 2496 
respectively in the depths of the reces- 
sions of 1973-75 апа 1981-82. The only 
important sector where the amount of 
company cash flow devoted to paying in- 
terest is below previous recession levels is 
durable-goods manufacturing. Even here 
prospects are not rosy? though still rela- 
tively low, the re burden has risen 
from 6.7% of cash flow in 1986 to 15.296 
this year. 

Mr Schwartz notes that durable-goods 
companies are especially vulnerable to cy- 
clical dips in the economy. In both the 
earlier recessions, the proportion of cash 
flow used to pay interest doubled com- : 
pared with the level in the final year of the - 
preceding economic expansion. A repeat ` 
of that would imply interest payments ab- 
sorbing 3096 of cash flow, well above the 
24% of 1981-82. 
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“What I like about golf is the warm up.” 


REMY MARTIN XO 


Exclusively hampagne 


ic made fram cranes grawn in 





Lombard 

the British Bank 
with a history of 
making money 
grow 


г When you open a deposit account with Lombard you know 
you are entrusting your money with a major UK Group with 
` @-history of business in the world of finance spanning more 

than 125 years. 


Апа we are one of the largest banking subsidiaries in the 
- National Westminster Bank Group, itself one of the biggest 
banking groups in the world. 
Our range of Sterling savings and deposit accounts 
provide total investment flexibility, with the minimum of 
restrictions and a good return on your funds. 


As an added benefit for non residents of the UK all interest 
is paid without deduction of tax at source. 


With our experience, our standing and our reputation you 
can rest assured your money will be in safe hands and 
your account operated in the strictest confidence. 


To know more about 


10737 774111 
с extension 





The location of our West End Deposit Office. 
: 38a Cuzon Street, London Wt 
aba Gon Street London WIA 1EU. 18A 


Please send me, without obligation, a copy of your deposit account 
brochure and current interest rates. (PLEASE WRITE in CAPITAL LETTERS.) 


NAME iMr/Mrs/Miss) 
ADDRESS 














Registered in England 

No. 337004 

Registered Office. 
Lombard House, 

3 Princess Way. Redhill. 
Surrey RH? INP, England 


4 A member of € National 





exceed £4,800,000,000. 





INTER-CONTINENTAL 
BERLIN 
Berlin, Germany 


INTER- CONTINENTAL 
CHICAGO 
Chicago, tllinois 


INTER-CONTINENTAL 
FRANKFURT 
Frankturt, Germany 


FURAMA 


INTER- CONTINENTAL 
Hong Kong 


THE REGENCY 
INTER- CONTINENTAL 
Bahrain 


INTER-CONTINENTAL 
SYDNEY 
Sydney, Australia 


INTER-CONTINENTAL 
TAMANACO 
Caracas, Venezuela 


INTER- CONTINENTAL 
WIEN 
Vienna, Austria 


THE WILLARD 
INTER- CONTINENTAL 
Washington, D.C. 



































INTER: CONTINENTAL 
HOTELS 





Its where you go when you ve arrived. 
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It is no longer sufficient for in- 
vestment banks to offer issuer or 
investor clients advice purely on their 
domestic capital market. 

These days, after all, investors 
are focusing more and more on 
global sector trends. Not just at an 
individual country's investment 
potential. 

That's why, at BZW, we have 
one of the world's largest teams of 
economic, fixed income and equity 
analysts. 

They provide the cross-border 
intelligence on 21 countries and 2000 
companies which backs up our ability 
to value and place securities, and 
support an after market in those 
securities, throughout the world. 

Whether it's bonds, swaps, other 
hybrid instruments or equities, we 
can now produce the right inter- 
national investment package for any 
client, anywhere in the world 

Indeed, we now have the re- 
sources to help industry and business 
treat the world as one market. 

Just as we treat it as one invest- 
ment market. 

To find out how David Band's 
view of the investment market could 
help your business, send your 
business card to him at the address 
below. Or telephone us in Hong 
Kong on 5-8415123. 


BARCLAYS de ZOETE WEDD 


Ф THE INVESTMENT RANKING ARM OF THE BARCLAYS GROUP 


Barclays de Zoete Wedd, Ebbgate House, 
2 Swan Lane, London ECAR 3TS. 



































A tale of two fatties 


NEWYORK 2 2. 





IKE so. much else in financial America, 
Fannie Mae has its origins in the 
Great Depression. The McFadden and 
Glass-Steagall acts of 1927 and 1933 
banned interstate banking and stopped 
< commercial banks issuing securities. Soa 
need arose for an institution to provide 
| nortgage €redit nationwide, thus easing 
|| capital flows between states and diversify- 
-ing risk geographically. Fannie Mae was 
dreamed up in 1938. Its role: to buy mort- 
gages from thrifts and banks, backed by 
an explicit federal guarantee. 
There was a partial attempt 
to privatise Fannie Mae in 
1954, when banks and 
thrifts complained that it 
À — competed unfairly with its fed- 
eral subsidy. The solution was "E 




























the right to buy non-voting equity in 
Fannie Mae, which therefore gave them a 
piece of the action—and Fannie Mae’s ex- 
plicit guarantee was made an implicit one. 
In a move to keep Fannie Mae off the fed- 
eral budget, the government in 1968 sold 
its stake to private investors. Thereafter, 
anyone could buy Fannie 
Mae shares, which they gaily 
did because the implicit 
guarantee remained. 

In 1970, after lobbying 
by thrifts, Freddie Mac was set 
~4 ир, again backed by an 
implicit guarantee. The 

thrifts said that since Fan- 

nie Mae was seen primar- 

ily as serving America’s 
mortgage bankers, they 
needed their own entity. 





| to grant those banks and thrifts 


lion, analysts reckon there is now better 











management. of interest-rate risk, and 
high-cost debt has been replaced with far 
cheaper funding. With a portfolio of just 
over $100 billion in mortgage loans, each ч 
basis point decline in Fannie Mae’s cost of | . 
funds increases its revenues by about à 
$10m. As for Freddie Mac, it is only since 
the beginning of this year that its shares © 
have been widely available; previously, 
only thrifts could own them. Moreover, £ 
Fannie Mae and Freddie Mac share a ` 
cosy duopoly: no one else may enter their С 
business. 
The bonus for Wall Street is that the ү; 
mortgage agencies are now busily gobbling *¥ 
up thrift assets, allowing them to grow fat- 
» still and further to increase their mar- 
ос share. This year, thrifts have sold 
about $15 billion worth of mortgages, 
mostly to the two agencies. This is just 
the beginning. In total, Fannie Mae and 
Freddie Mac can look forward to 
securitising an extra $300 billion in 
mortgáges, because thrifts are being 
forced to shrink to meet tough new 
capital-adequacy guidelines. 
According to America’s 
regulators, there are 2,600 
solvent thrifts. On average, 
these have just over half 
of their portfolios in per- 
. manent (іе, non-securitised) — [7. 
|; mortgages. Regulators think NV 
that 800 of these thrifts, hold- W., 
ing $600 billion in assets, will e 
спо meet the new capital require “ 
ments and will have to sell half of 
their assets. 
Healthy thrifts are unlikely 
to snap up these assets: soon, 
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they will have to pay increased de- 
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posit-insurance premiums, whereas 
the mortgage agencies pay nothing for 
their implicit government guarantees. 

Moreover, Fannie Mae and Freddie 

Mac have, in effect, no capital réquire- 


ments, just when the thrifts' rules are get- 


ting tougher. 


The risk for investors is that things 
would change if Congress were to turn 
on the agencies and their skinny capital 

ratios. Both Fannie Mae and Freddie Mac 
are hugely geared, which is precisely why 
they appeal to investors: their govern- 
ment-supplied leverage amplifies the 
growth in earnings produced by their ex- 
panding market share. At end-September 
1989 Fannie Mae balanced $316 billion 
of mortgages on a mere $2.7 billion of eq- 
uity; Freddie Mac had $1.8 billion of eq- 


uity to support $273 billion of credit. 
In the past, any move to increase 
Fannie Mae's and Freddie 
Mac’s capital has been 
smothered by the Wash- 
ington-based agencies’ 
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America's "housing partners’ “andet 
© @ promoters of “affordability” of low 
CÀ апа middle-income housing. In tru 
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During the 1970s both mortgage ager: 
cies prospered, as interest-rate ceilings or 
bank and thrift deposits made both sorts: 
of lenders ever less ш Banks: 
and thrifts increasingly sold their mort 
gages to is agencies, a process acc eler 
ated by the advent of securitised mort 
gages. In the mid-1980s the mortgage. 
agencies’ growing clout prompted the 
Reagan administration to consider pri 
vatising them and removing their it nplicit 
guarantee. Fannie Mae and 
Freddie Мас  stenewalled 
and the matter was dropped. 
. Since. Fannie Mae and 
Freddie Mac would not exist 
were it not for America’s weird 
banking laws, their duopoly would 
best be -abolished along with 
McFadden and. Glass-Steagall. That: 
would create equality for all. It would 
also test the mortgage agencies’ ability 
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nies they claim to be. 





















































slick lobbying. They sell themselves: ; 






their social role is confined mainly toj 
ing mortgages a few basis points chea 
for middle class home-buyers. 
Yet the scale of the thrift disast 

and the lesson it has taught about t 
financial hazard when a federal gove 
ment guarantees credit risk, has led som 
in Congress to ask questions. With 
the current hearings before the Sens 
banking committee on the safety а 
soundness of government-sponsored. 
terprises, of which Fannie Mae and Fred 
die Mac are easily the largest. The Trea 
sury and the General Accounting ОВ 
(Gao), Congress's watchdog, are no 
working on studies to assess both t 
credit risks and, in GAO's case, the cà 
ta-adequacy standards of these govern 
ment-sponsored enterprises. Both te 
ports are due in mid-1990, 
: One stockbroking firm sees th 
studies as a cloud on the horiz 
Shearson Lehman Hutton: 
cently downgraded Fa 
Mae as an investment. Ever 
so the mortgage agencie 
can count on stockbro 
support—they are ¥ 
Street's biggest с 
Freddie Mac has iust p 
lished a "fact sheet" with th 
names of five “industry ex: 
perts” who agree it is "adequately 
capitalised”. Four of them are ats 
lysts who consistently recommen 
. Freddie's shares. 
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SINCE 1735 THERE HAS NEVER BEEN 
A QUARTZ BLANCPAIN WATCH. AND THERE NEVER WILL BE. 
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BLANCPAIN 


A Monument To The An Of Watch- the rarities in the watchmaking art. Only 
making Se M e a very limited quantity of these indivi- 

dually-numbered watches leave the 
workshops of the oldest watch name in 








A World First: Blancpain presents the the world every year. 
exclusive ultra-thin automatic chrono The movement is writing a page today in 
graph with split-second hand — one of tomorrow's watchmaking history 


LONDON Asprey, Carringtons, Mappin & Webb, Davis Morris, Garrard, London Hilton Jewellers, The Watch Gallery GUILDFORD Nina Phillips JERSEY Robert 
Fardon MANCHESTER Hancock & Son Lid READING Bracher & Sydenham RUISLIP C.S. Bedford, and at branches of Watches of Switzerland 
Informations by Blancpain SA - CH-1348 Le Brassus - Switzerland - Fax 01041-21 845 4188 Tel. 01041-021 845 40 92 
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SCIENCE AND TECHNOLOGY 


Physics for the poor 


TRIESTE 

N 1949 a 23-year-old Pakistani called 

Abdus Salam earned a first-class degree 
in physics from Cambridge University in 
only one year, an almost unheard-of 
achievement. In 1950 he solved a problem 
in mathematical physics that had been hold- 
ing up theorists, and became famous (at 

: among particle physicists) overnight. 

¢ nin 1951 he returned to his native Paki- 

stan, and found himself isolated. With- 
out a library and bereft of colleagues, the 
only theoretical physicist in the country 
spent three years doing little more re- 
warding than managing the college foot- 
ball team. In 1954 he returned to Britain, 
a reluctant brain-drainee. 

Since then Abdus Salam's theories 
about the symmetries of nature have 
earned him a Nobel prize. But he has not 
only changed the way that physicists 
think; he has made a new place for them 
to think in. In the early 1960s he urged 
the International Atomic Energy Agency 
(IAEA) to provide physicists in poor 
countries with an alternative to emigra- 
tion. His idea was a place where they 
could catch up with their craft as prac- 
tised in Western Europe and America, 
and then go home refreshed and up-to- 
date. In 1964 the agency agreed and the 
' national Centre for Theoretical 

.,3ics (ICTP) came into being. The Ital- 
ian government provided more money 
and a building in Trieste. The centre is 
now one of a number of similar institutes 
there, and part of a fast-growing network 
of scientific expertise. 

To celebrate its quarter century, and 
to honour the man who made it possible, 
the centre hosted a conference at the be- 
ginning of November, a tour d horizon of 
the physical world. Leading physicists gave 
talks on the latest marvels of their fields, 
from pools of fluid electrons sandwiched be- 
tween semiconductors, to the huge, all-but- 
invisible rafts of “cold dark matter" which 
may or may not make up 9096 of the uni- 
verse. Dr Ludvig Faddeev, of the Stetlov 
Mathematical Institute in Leningrad, in- 
trigued a sceptical audience with his idea 
that the advances of the past century of 
physics, one of the greatest intellectual sto- 
ries history has to offer, could be summed 

. up as Les the deformation of a generalised 





set of equations and that the whole thing 
(physics, not the universe) was about to end. 

The diversity and quality of the talks 
was typical. From the start, it was vital to the 
success of Dr Salam's idea that visitors from 
poor countries should not merely be offered 
crumbs from the table—they should dine on 
ideas cooked up by the best minds. So he 
persuaded the best physicists of the day to 





Dr Salam, working for physics 


participate right from the beginning. After 
only four years the ІСТР was sufficiently well 
established to attract a dozen Nobel laure- 
ates for a month-long conference. 

The centre has now held some 400 
courses, workshops, seminar series, confer- 
ences and the like. It has also provided phys- 
icists with the time and stimulation to pro- 
duce over 5,000 papers published in 
international journals. Since UNESCO joined 
the IAEA in running the centre, its activities 
have expanded beyond theoretical physics 
into applied physics—that of the earth and 
the oceans, of molecules and of lasers. It now 
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has laboratories for work on microproces- _ 
sors and superconductivity—a field Dr 
Salam still does some work in, and to which 
he was introduced, ironically, during his. 
time kicking his heels back in Pakistan. 
Over 25 years, 22,000 physicists from 
poor countries, often on ICTP fellowships, - 
have passed through Trieste and—for the — 
most part—gone on their way inspired | 
afresh. It is said that every physicist in India — 
has either been there, is going there, or — 
wants to go there. There have also been _ 
many visitors from communist countries. - 
During the 1960s and 1970s the centre was 
one of the few places in which American _ 
and West European physicists could talk to 
their Russian counterparts. This was one of 
the centre’s aims from the beginning. At 
one of the first seminars Dr Roald | 
Sagdeev, who is now one of Mikhail - 
Gorbachev's closest scientific advisers, 
almost strangled himself with a micro- 
phone cable while over-energetically cov- — 
ering a blackboard with equations about - 
plasma physics, a speciality in which Rus- - 
sian physics was exceptionally strong. - 
Now there is talk of setting up a similar 
centre in Moscow. 
Indeed, there is talk of setting up 
similar centres all over the place, from — 
the Orkneys to Texas. Three more are 
being started in Trieste, under the aus- — 
pices of the UN Industrial Development - 
Organisation and paid for mostly by the 
Italian government (which now provides - 
90% of the ictp’s $19m budget). Italy is 
happy to pay for such things as part of its - 
aid budget, especially since it helps to 
win Trieste fans as a "science city”. One 

of the new centres will be devoted to 
chemistry, one to the earth and the envi 
ronment, and one to high technology 
and. new materials. There is already a 
Centre for Genetic Engineering and Bio- 
technology where work is done on the 
papilloma virus, which has been linked 
with cancer of the cervix and uterus, and 

on designing bugs to eat the lignin in 
dead plants. Trieste also boasts the Third 
World Academy of Sciences, another of Dr 
Salam's inventions, which links institutes 
and initiatives around the world. 
His plans are now reaching new levels of © 
ambition with a proposal for 20 high-tech- 
nology colleges dotted around poor coun 
tries, perhaps with some money from t 
World Bank. Unsurprisingly, he does not 
get much time to do physics in the conven- 
tional way. Yet there is more to physics than 
writing equations. By using his charm, deter- _ 
mination and intellectual standing to win 
over politicians he has achieved plenty for 
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ics and physicists in poor countries and 
ewhere. Besides, as he points out with a 
, the scientific ideas that he and others 
_ put forward two decades ago are still holding 
up well under experiment—though they 
- have evolved a bit—so he does not feel un- 
der too much pressure to cook up new theo- 
ries just yet. 

The fact that the movement that began 
with the ICTP is broadening and turning to 
` more practical fields of thought does not 
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mean Dr Salam has retreated from his goal 
of providing developing countries with bet- 
ter theoretical physics. He has two reasons 
for championing what might seem an overly 
sophisticated development tool. One is that 
high technology depends on the knowledge, 
training and culture provided by academic 
physics; poor countries will never be able to 
compete until they can provide them. The 
other is that he loves physics, and devotes 
himself to serving it any way he can. 

m 
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Substitutes for air 


HE Abyss", a $60m underwater sci- 
qd ence-fiction film, may not have the 
- €inema's greatest plot. It may never even 
‘make a profit. But a few of its unsettling 
_ scenes are reviving interest in a bizarre idea 
— that lets a person breathe like а fish. 
Today some 150 people will find out 
t drowning is a nasty way to go. This is 
ause non-aquatic creatures get very little 
oxygen if they inhale water (which damages 
lungs besides); and without oxygen the 
brain dies. But there are some liquids that 
are breathable and harmless. These air sub- 
stitutes are perfluorocarbons (PFCs), molecu- 
- lar arrangements of carbon and fluorine at- 
oms. There are many forms of PFCs: one 
simple one is carbon tetrafluoride, an innoc- 
- uous gas found in tiny amounts in the atmo- 
sphere; a familiar solid form is the Teflon on 
non-stick frying pans. 
ч Dr Peter Bennett, who studies diving 
- physiology at Duke University Medical Cen- 
tre in Durham, North Carolina, has 
thought of several recherché uses for PFCs. 
— For example, deep-sea divers breathing 
them could rise to the surface as fast as they 
_ wanted without suffering the pain, nerve 
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Not waving, but breathing 


damage—and possible death—caused by 
"the bends". That is their use in "The 
Abyss"; but some physiologists think that 
PFCs can also save the lives of people with 
dangerously weak lungs. 

Dr Leland Clark of the Children's Hos- 
pital Medical Centre in Cincinnati, Ohio, 
who describes himself as a "chemist-inven- 
tor", was the first to discover the applica- 
tion of PFCs for liquid breathing in the mid- 
1960s. He plunged a rat into a beaker of the 
clear, odourless stuff to see if it could 
breathe. Just as he thought, it could. 

Here is why. Lungs are generally hardy 
organs that pump six litres of air in and out 
of a relaxed person 14 times a minute. Each 
lung has some 400m tiny air sacs (or alveoli) 
that contain capillaries, the smallest of 
blood vessels. Through these vessels the 
blood gets the oxygen it needs to send to the 
rest of the body and hands over the carbon 
dioxide waste it does not. The blood does 
not care where the oxygen comes from, so 
long as it gets it. Nor do the lungs. 

When oxygen is bubbled through liquid 
PFC, large amounts of the oxygen are 
trapped. Just as there is plenty of room for 
air between the marbles in a jar 
jammed full of marbles, so 
there is room for oxygen be- 
tween the molecules in drops 
of РЕС. Other liquids, includ- 
ing water and silicon oils, can 
be infused with oxygen in the 
same way, but each has its 
drawbacks. Breathed water 
would pass through the lining 
of the lungs and thin the blood 
in the capillaries; breathed sili- 
con oils would dissolve the 
lungs’ linings. But PFCs seem to 
be just right. 

One-fifth of each lungful 
of air is pure oxygen, which is 
usually enough. But there are 
times when more is better, 
such as when a baby is born 
eight weeks early. Healthy 
lungs are lined with a fluid that 
prevents them from collapsing 
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after exhaling. In many premature births 
this fluid cannot do its job. The usual way to 
deal with collapsed lungs and air passage- 
ways is to force air into them, even though 
this can permanently rupture the mem- 
branes of the lungs. 

Liquid breathing can help. Flooding the 
lungs with PFCs soothingly fills up collapsed 
alveoli and delivers three times as much oxy- 
gen as air does. Breathing about four times a 
minute, a patient can be kept alive before or 
during other vital surgery. Over the past p 
years physiologists have conducted experi 
ments on premature lambs, whose lung 
development mirrors that of a human 
foetus's. They showed that it is possible to 
keep the lambs on PFCs when their lungs are 
as under-developed as а 20-week-old 
foetus’s. This should not be too surprising 
since a foetus is used to living in fluid. 

In May Dr Thomas Shaffer of Temple 
University's School of Medicine in Phila: 
phia tested PFCs for the first time on a ) 
son, a premature baby who probably had 
only minutes to live. After infusing her 
lungs with PFCs she revived, though she 
lived only another 19 hours. He has tried 
the new therapy on five other infants since, 
always as a last resort. The most recent, in 
September, was his first big success. He used 
PFCs for about 15 minutes to expand the 
lungs of a severely asphyxiated baby and to 
keep her alive in intensive care before sur- 
gery several hours later. She is now breath- 
ing air. 

There are other possible medical uses 
for liquid breathing. Since PFCs make good 
lung cleansers, they could in theory open up 
airways that are clogged by cystic fibrosis, 
could clear the lungs of excessive amounts of 
carbon dioxide, and could help the victims 
of smoke inhalation. As an excellent source 
of oxygen, PFCs could also be used to supply 
the heart during angioplasty, a surgical pro- 
cedure that searches for blood clots in * 
arteries. 

Dr Shaffer and his colleagues hope that 
success with infants will help to overcome 
resistance from hospital authorities and eth- 
ical committees. For now, the protocol for 
using PFCs on people is restrictive: it is lim- 
ited to premature babies, and then only as a 
last resort. It is, after all, hard to think 
calmly about breathing liquid. Even Dr 
Clark—who was quick to dunk his rat—has 
not tried it on himself. 





Antibodies and biotechnology 


Roll your own 


T MAY not look dangerous, but the to- 
bacco plant has probably killed more 
people than the sword, the bow and arrow, 
and the spear put together. Now, it seems, it 
may have a chance to turn over a new leaf. 
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- Biotechnologists at the Research Institute of 

the Scripps Clinic in La Jolla, California, 

"have transplanted animal genes into to- 
bacco plants and. made the plants produce 
animal antibodies. This could be the begin- 
ning of tobacco’s career in medicine. 

The antibodies behave exactly like nor- 
malone e point of growing them in a 
plant is to obtain them more cheaply: the 

responsible believes it will be possible 
ibodies as cash crops in huge 
; 8. This could open the way to using 
: them on a large scale for cancer treatment, 
her things. 
)r Andrew Hiatt and his team at the 
Scripps Clinic inserted half of the genes for 
“their: chosen antibody into onë tobacco 
plant and the other half into another plant; 
then they fertilised one plant with pollen 
from the other. The offspring produced 
- complete antibodies. That is not as unlikely 
f. sounds. In human cells, the genes that 
§ — acell how to make an antibody are also 
" found in various different places. Just over 
1% of the modified tobacco plants’ leaves 
are pure antibody. Dr Hiatt thinks it will be 
possible to raise that to 10% by tacking ex- 
tra signals on to the genes, thus making the 
. plant's cells pay more attention to them. 
Today's laboratory-made antibodies are 



















make antibodies are taken from mice and 
fused with other cells to produce cell cul- 
tures, which in turn produce the wanted 
antibody in tiny quantities, at a cost of a few 
thousand pounds per gram. 

Dr Hiatt’s calculations suggest that it 
should be possible to grow antibodies in 
plants 10,000 times more cheaply than that, 
and in huge quantities. However, new tech- 
niques will be needed to sort out the anti- 
bodies from the chaff of the plants' natural 
proteins. Tobacco is just the first plant in 
which the technique has been tested; others 
may prove to be suitable hosts for antibod- 
ies too. Soya beans are a possibility; so are 
the stalks of cereals like wheat and maize. 

One use for such antibodies could be in 
treating cancer. Another team in the 
Scripps Institute, and other teams else- 
where, are developing and testing antibod- 
ies which act against cancer cells, sometimes 
linked to toxins that are delivered to the tu- 
mours by antibodies. It is too early to say 
how valuable they will be, but if they prove 
effective they would be be needed in com- 
paratively large quantities to provide treat- 
ment for millions of cancer patients. Anti- 




































Antibodies might also play a ro! 
still in the plants. Planes producing а 
ies against organic. pollutants such 
(polychlorinated biphenyls} could be 
in soil or water with low levels of contami 
tion as a way of cleaning it up. Polluta 
absorbed by the plant might be trappe. 
the antibodies, so that at the end o£ t 
growing season, the polluted plants cou 
burnt in a suitable incinerator, and th 
lutants thus got rid of. Antibodies m 
confer disease resistance on plants; as we 
Genes for antibodies against onê plan 
ease, tobacco mosaic virus, are ай 
put into tobacco plants to see if they 
protection. If that works, plants might e 
tually be given the rudimentary fragments 
an immune system. 

Scientists at the Scripps Institute a 
elsewhere are developing antibodies tha 
engineered to act as. enzymes {bioch 
catalysts). These catalytic antibodies—o 
"abzymes —look promising to doctors foi 
such tasks as gobbling up blood clots or s 
tissue, and to industry for producing cert: 
sorts of bulk chemicals. Once more 
plants which will be able to supply eno 
antibodies, if anything can. ua 
















с and pig farmers may soon 
find Muscovy ducks more common 
both on and off the dinner table. Such 
farmers have a problem with house flies 
that invade farms in warm weather. They 
make life unpleasant, and they spread dis- 
ease. The usual way to keep their level 
down is to spray them with chemicals, but 
; this is losing its appeal because of the rise 
of two species: insecticide-resistant flies, 
апа environmentalists. 
. ` Sowhen they read in a magazine about 
; a farmer who used Muscovy ducks to con- 
trol flies, Dr Gordon Surgeoner and Mr 
Barry Glofcheskie of the Department of 
Environmental Biology at the University 
of Guelph in Ontario set out to determine 
< whether this odd idea is also а good one. 
Their results show that it is. In fact, ducks 
are better than flypaper. 

. Muscovy ducks come originally from 
South America and are thought to be the 
ancestors of all other domestic ducks. Per- 

|| haps because they have an older lineage, 
| Muscovy: ducks are omnivores, eating 
_ both plant and animal matter. They are 
-particularly fond of insects. 
|o. Tn. their first laboratory test, Dr 
г. Surgeoner and Mr Glofcheskie put an un- 
60 five-week-old Muscovy in an eight-cu- 
Ыс оог screened cage with 400 live flies. 
` After an hour, the duck had eaten 326 of 














them. A subsequent experiment involved 
four ducks in separate cages filled with 
100 live flies each. In each case, the ducks 
devoured over 9096 of them within 30 
minutes. Flypaper, flytraps, and bait cards 
took 15-86 hours to do the same job. 

The experiments then moved out- 
doors. Pairs of two-year-old Muscovy 
ducks were put with the cows on several 
farms. When the ducks were around, 
there were 80-9096 fewer flies. Videotapes 
of the ducks showed that they snapped at 
flies about twice a minute and enjoyed a 
healthy 7096 kill ratio. 

Then the experiments became more 
refined. The researchers discovered that 
female ducks seem to eat about 10% more 
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flies than male ducks, and that ducks o 
any age between eight days and two yc 
were fine for the job, The ducks adapt wel 
to the barnyard scene, sticking close tc 
the younger pigs arid cows to which fli 
are particularly attracted —even snatchir 
flies off their hides as they rested or slept. 
At one pig farm, the ducks huddled 
tween sleeping piglets and were a 
by the sow. This camaraderie is a 
vantage over other fly-catching devices 
which must be kept away from 
There are only two problems wi 
killer ducks. One is their tendency t 
at urethane insulation inside barn: 
other is that they produce yet more m 
nure. But their economic advantag 
clear. The chemical control of flies c 
C$170-450 ($150-390) a season for a 3 
cow dairy; Muscovy ducklings cost C$; 
each, eat for free, and can be sold af 
fly season for two to four times the 
nal price. Ít is not yet known whether 
fed Muscovies taste better or worse t 
their grain-fed cousins, but they w 
more and have excellent muscle t 
They certainly taste better than fly 
Dr Surgeoner thinks good sanitat 
flies down, | 





















































be more effective than ch 
though using a few ducks will 




















From pyramid to pillar: Population 


change and social security in Europe 
This topical and thought-provoking book examines how 
the unprecedented ageing of European populations will 
influence the future of social security. It considers family 
policies and their possible impact on demographic 
trends, retirement pensions and the cost of medical care; 
Innovative solutions which are feasible and meet the ~ 
specific needs of the elderly are stressad. 

ISBN 92-2-106497-2 (hard) £17.60; US$28; SF40 
ISBN 92-2-106456-5 (limp) £12.10; USS19.25; SF27.50 


























Recent Publications on the 
Role of the Private Sector 
in Developing Countries 


From the IFC Discussion Paper Series: 


Private Business in Developing Countries: 
Improved Prospects 
34 pages ISBN 0-8213-1130-1/£6.00 


Debt-Equity Swaps and Foreign Direct Investment in Latin America 

dd pages ISBN 0-8213-1145-X/£6.00 

Prospects for the Business Sector in Developing Countries 

3:56 pages! ISBN 0-8213-1268-5/i£6.00 

Strengthening Health Services in Developing Countries through the Private Sector 
(086 pages! ISBN 0-8213-1270-7/£6.00 

The Development Contribution of IFC Operations 

30 pagesi {SBN 0-8213-1275-8/£6.00 

Trends in Private Investment in Thirty Developing Countries 

72 pages! ISBN 0-8213-1352-5/66.25 











Introduction to social security 

2nd edition 

This new. edition clearly i illustrates the fundamental 
principles of social security and gives a wealth of 
practical advice on the subject. A lucid explanation of the 
different approaches to social security coverage is 
followed by detailed discussions of each ‘contingency. 
Chapters focusing on the financing and administration ûf 
social security schemes, and on the interdependence. 
between social security and the national economyinboth i 
industrialised and developing countries, highlight ares 
of vital importance of social security planners, whii 
another chapter gives information on social security for. 
migrant workers. 
ISBN 92-2-103638-3 £8.80; US$14; SF20 
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Techniques of Privatization of State-Owned Enterprises ош, 


Volume I: Methods and Implementation 
196 pages! ISBN 0-8213-11 1-5/£11.68 


Volume H: Selected Country Case Studies 
168 pages! ISBN 0-8213-1112-3/£9.85 


Volume TH: Inventory of Country Experience and Reference Materials 
; 103 pages! ISBN 0-8213-1113-1/£6.28 
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` Calmann-Levy, Paris; 309 pages; FFr130 - 


COSAS LONG» ago as last week, the Berlin 
Co £X Wall was: all but declared a source of 
> innocent merriment. The sclerotic East Ger- 
A nomenklatura vanished like a polter- 

.. geist; East German television apologised for 
any inconvenience to viewers caused by 30- 

odd years of lies since it first went on the air, 

and bets are on that there will be free— 
really free—elections as early as March or 


April. After 40 years of infinitely compli- - 


cated division and partition, it is practically 
«self-evident that the Germanies are coming 
together. Yet no one, including David 

<- Matsh and Anne-Marie le Gloannec, is yet 
sure how. 
<Mr Marsh, the Bonn correspondent of 
the Financial Times and a reporter of prodi- 
, gious energy and industry, turned in his 
manuscript in June. Miss le Gloannec, a 
widely respected German-watcher at the 
. Fondation Nationale des Sciences Politiques 
in. Paris, turned in hers as recently as Sep- 
tember. Inevitably, each is already leading 
from behind. 

Both books are knowledgeable, 
оц АШ and, above all, timely. As a re- 
-z orter who loves to report, Mr Marsh has 
'addressed virtually every question worth 
. asking about the Federal Republic, includ- 
- ^ ing how Germans regard both themselves 
and their neighbours. He appears to have in- 
terviewed every West German he could find, 
dówn to the maker of the world's most de- 
; sired toy trains. He has also burrowed round 
in East Germany, even unearthing the offi- 
‘cially unavailable text of the East German 
г national anthem to confirm that sorry coun- 
try s own appeal to national unity. 

Mr Marsh's Germans, East and West, 
- are aging yuppies, obsessed with themselves, 
^ at once determined to drive at 120 mph and 
"scared witless of rocking the European, or 
сапу other, boat. Miss le Gloannec's two 
‘Germanies, on the other hand, are mutually 
obsessed with each other. The author has 
thought as thoroughly and dispassionately 
.as anyone since Mme de Staël about the 
:: German question, both in theory and prac- 
tice. Not content merely to talk about 
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all notwithstanding 


Tur GERMANS: RICH, BOTHERED AND Divipep. By David Marsh. Century; 364 pages; 
| 95, То be published in America by St Martin 5 Press; ' 
“LA NATION ORPHELINE: LES ALLEMAGNES EN EUROPE. By Anne-Marie le Gloannec. 


churches, literature or historical monu- 
ments, she has also traced the growth rate of 
German-to-German mail, visits, telephone 
lines and even telephone calls. 

Miss le Gloannec's forte is the anatomy 
and architecture, notto mention parabolas, 
ellipses and arabesques, of a German nation 
that has never gone away, whatever its bor- 
ders. Her Germans, both East and West, are 
hooked alike on western television and 
hard-currency trade in eastern political pris- 


oners; envious of one another’s modernity, 
or lack of it; divided by the conviction that 
each German state represents the best au- 
thentic national heritage, and united by a 
common anti-communism. 

Both authors are at once suggestive and 
exhaustive on how each state has sought its 
raison d être, and still reflects its roots, in a 
common and disastrous past. The common 
cause of each postwar state, it would appear, 
has been to ensure that nothing much 
would happen—or at least not very fast. 
Yet, as Germans presumably know better 
than most, Central Europe is not New Zea- 
land. Even East Germany's relative eco- 
nomic success—including as much as DM5 





billion in annual transfer. райтоп 
West Germany—has proved 

against the combined impact of 
man television and Soviet peres 

Having had their say copi 
the German states, and a little les 
about the German nation, both. ai 
make some intelligent guesses 2 
all three might now be heading. Theirc 
sensus—or hope-—seems to be a-slov 
federation, firmly anchored in the Euro 
community. They do not want to Ё 
how long that might take. 

Both books, however, may be rera 
bered less as prophecies than as be 
marks. Mr Marsh’s book provides ar 
thology of carefully hedged and seeming 
definitive statements from interviews, sot 
as recent as last March, none going bi 
ther tharr early 1988. Any one is like 
gladden the hearts of historians. “Id 
believe in reunification”, says loach) 
the editor of the profoundly establish 








fication 30 years ago," says Werner Holz 
editor of the demonstratively left-cf« 
Frankfurter Rundschau. “1 reject the wı 
reunification”, says Danny ("rhe | 
Cohn-Bendit, once of the Paris barr 
and now of the Frankfurt city gave 
“No one thinks of reunificati 
Edzard Reuter, the chairman of Dan 
Benz, whose father was mayor of West 
lin when the city was divided. | 
“I believe that we are growing toget 
not apart", says Bishop Martin Kruse o 
Protestant Church Council. Bar he а 
with prudence: "What becomes of al 
will be left to history and the hand о! 
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American politics 


- Self-destruction 


ALL BY MvstLF. By Christine Black and 
Thomas Oliphant. Globe Pequot; 343 


.. pages; $19.95. 


і 4 dent is not how it was won but how it 
( 3 was lost. Christine Black and Thomas 
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-ocrats' candidate, Governor Dukakis 


WHOSE BROAD STRIPES AND BRIGHT STARS? 
THE TRIVIAL PURSUIT OF THE PRESIDENCY 
1988. By Jack Germond and Jules Witcover. 
Warner; 467 pages; $19.95 


N TWO steamy August weeks, Michael 
Dukakis slithered from 17 points ahead 
of George Bush to 12 points behind. The 
story of the 1988 race to be America's presi- 


Oli hant, political reporters on Mr 
is's local paper, the Boston 
Globe, had tingside seats to watch 
` how he muffed i it, tossing his chances 
away. They tell, possibly as well as it 
_ €ould be told, the tale of a man who 
` might have been a perfectly reason- 
| able president but was constitution- 
- ally incapable of rising to the occasion 
— ofa presidential campaign. 
After his nomination as the Dem- 


relaxed, returning for a month or so 
to state business. This turned out to 

a disaster. A presidential cam- 
paign, unlike a primary one, cannot be 


_ shored up with phone banks, voter lists, 


M 


money: it needs, above all, a clear and sus- 
tained message from the candidate. True, 


- — Mr Bush had even less of a message than Mr 


Dukakis had. But his people invented one: 


the destruction of the "soft", “liberal”, 
"not-even-very-patriotic" Mr Dukakis. 
Miss Black and Mr Oliphant argue that 
Mr Dukakis's flabbiness in counter-attack- 
ing was due, in large part, to the absence of 
his political guru and former campaign man- 
ager, John Sasso. In September 1987 Mr Du- 
kakis had reluctantly sacked Mr Sasso after 
his campaign manager was caught out in a 
bit of electoral nastiness (he had engineered 
the downfall of a Democratic rival, Senator 
Joe Biden, by proving to a newspaper that 
the senator had been guilty of plagiarism). 
Mr Sasso was brought back 11 months later 
when the campaign was plummetting. The 
authors suggest that the Sasso-Biden inci- 
dent may, in effect, have cost Mr Dukakis 


Ait downhill from hére 


the presidency: his other aides could see 
what was going wrong but none of them 
could get through to him as Mr Sasso could. 

Yet this thesis is contradicted by the ti- 
tle of their book. The Greek words monos 
mou (“all by myself’) are said by his mother 





Tribal rituals 


OOKS about American politics gen- 


erally have a short shelf life. A few, 
such as Tocqueville's "Democracy in 
America" survive, but most are soon re- 
maindered for reasons of obsolescence. 
Despite the authority of the constitution, 
to which all concerned genuflect with al- 
most religious fervour, the ground rules 
are always being changed. 

Take presidential elections and the 
electoral college. Whatever the founders' 
intentions, they were obscured by the 
development of political parties. Then 
came the primaries, intended to prevent 

selecting candidates in 
smoke-filled rooms. That development 
bore fruit in 1960 when an outsider, John 
Kennedy, arrived at the Democratic na- 
tional convention with enough electoral 
votes to make his nomination inevitable. 

It was a famous victory, but only for 
men with enough fat cats to pay for elabo- 


rate campaign organisations, pollsters 
and, above all, television commercials. 
Campaigning became an industry, and so 
expensive that federal funds are now pro- 
vided. Given American inventiveness, 
this potent combination of ambition, 
money and talent will guarantee that the 
1992 campaign will be different again 
from the one so well described by Matt 
Ridley in WARTS AND ALL*. 

As The Economist's correspondent, 
Mr Ridley followed the campaign from 
the Iowa caucuses to the inauguration of 
George Bush 12 months later. There is no 
logical reason why Iowa, known only for 
corn, hogs and beef cattle, should be the 
launch pad, but no matter. An early start 
is essential for pollsters to establish trends 
and for candidates seeking national recog- 
nition on television. 

Mr Ridley rightly concentrates on 
both. No candidate, even a latter-day Lin- 
coln, could hope to win without television 
time. Of the estimated $400m spent on 
last year's campaign, at least half went to 
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to be the first that Michael Dukakis ever 
spoke. Healthy independence became wilful 
stubbornness as he refused to acknowledge 
that American voters were paying rapt at- 
tention to the unanswered crudities of Mr 
Bush's negative advertising. 

Jack Germond and Jules Witcover are 
seasoned campaign journalists, informed, 
industrious and intuitive. Their collabora- 
tion on election chronicles is now a well-es- 
tablished series: they got together on the 
campaigns of 1980 ("Blue Smoke and Mir- 
rors”) and 1984 ("Wake Us When It’s 
Over"). Their titles tell all. 

They start their latest narrative at the 
end—or, rather, at the moment when Mr 
Dukakis threw away his last possible chance 
of winning. At the second, and final, 
debate between the two candidates, 
the moderator, Bernard Shaw of 
CNN, asked Mr Dukakis: "Governor, 
if Kitty Dukakis were raped and m 
dered, would you favour an irrevo 
ble death penalty for the killer?" It 
was a shocking question, designed, 
perhaps, to allow Mr Dukakis to re- 
veal himself as a man of normal hu- 
man feelings. But Mr Dukakis self-de- 
structed with a bloodless response 
that rambled on about drugs. 

Comprehensive and gossipy, the 
Germond-Witcover chronicle is rich 
in insider detail. If you want to know 
the what, the when and the how of 
the Republican and Democratic campaigns, 
it is all here. But you would have to be an 
addict. The subtitle of their book is a bit of a 
giveaway: Trivial Pursuit can be fun, but too 
much of it is indigestible. 





advertising agencies and television com- 
panies to pay for commercials 


e 


By the end of the campaign, almost ev- 
seemed to think that television 


had short-changed the voters. Yet despite 
the sound-bites and the dominance of im- 
age over issues, the electorate knew, or 
thought it knew, what the two candidates 
stood for. There was little to choose be- 
tween their professed positions on the big 
issues, but a mile between them in peo- 
ple’s perceptions. 

The American president is more than 
the chief executive, and Mr Ridley con- 
cludes that, viewed as a monarchical suc- 
cession, the election was a triumph. “Bush 
endured the prolonged tribal ritual of trial 
by press, camera and ballot box. The in- 
dignity over, the whole tribe gathered 
round to pay homage to its new leader. 
And, lo, he had no warts any тоге.” 

Louis Heren 


Viking; 281 pages; £14.95. To be published in Amer- 
ica in May; $19.95 
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A well-kept diary can say a lot 
about you. It can show at a glance 
all your arrangements for the 
current week, and for the rest of the 
year. 

If it’s an Economist diary it also 
indicates that you have a respect for r 
facts and like to keep yourself WHAT DOES YOUR DIARY 
well- informed. No other diary has 
the same concentration of up 
to-date information that's really 
useful when you're on the move. 

An Economist diary shows you 
appreciate things that are well 
crafted and beautiful. 

All Economist diaries are bound 
in real leather and are attractive 

rsonal items in their own right. 

You are someone who cares 
about your appearance. 

The Economist Pocket Diary 
slips neatly into an inside pocket 
while the Mini Diary is even 
more compact. The Wallet Diary 
also includes a jotter and an 
address section. 

An Economist diary shows sound 
business judgment. 

You may order your choice of 
diaries by telephone (5-254408) or 
by using the coupon below. You 
may quote асай card number SAY ABOUT YOU? 
(American Express, MasterCard or 
Visa) or enclose a cheque. 


25 St. James's Street, London SW1A 1HG 
Registered in London No. 1775671 





Please fill in the quantity of cach diary you wish to order in the appropriate boxes, together І don't want te 
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COST PER DIARY Cost of 
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Black 
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Pocket Diary 24 187 
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Mini Diary + 23 179 ту = 
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Ix ы! Maureen Fielden, The Economist Diary Depart 
otal cost of order 
ment, The Diary Company, 4th Floor, 69 Wyndhar 
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The Economist Diary Department. (International moncy | Eu 1 ЖЕ: Tel: 5-254408. Telex: 83499 
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EGIONAL FLIGHT 


ATR 42-ATR 72 


The cooperation between the AEROSPATIALE 
of France and the AERITALIA of Italy has 
resulted in new aircraft ATR 42 and ATR 72, 
first editions of the ATR family. These are turbo- 
prop jets of a new generation, and are respect- 
ively equipped with PW120 and PW 124 
engines. They benefit from state-of-the art tech- 
nology recently developed, in particular in the 
use of composite materials. The ATR 72 is the 
first aircraft in the world to be equipped 


LLL E 


with an outer wing entirely made of carbons 
ATR 42 and ATR 72 were designed for short dis 
tance flights and to answer to fluctuations in aim 
line passenger traffic. Their seating capacity car 
be extended from 46 to 70 seats. Around then 
has materialized the ATR system. Today, to builc 
an aircraft is not enough: above all, what we are 
building into it, is its profitability. The suppor 
ing logistics endow the aircraft with presence 
power, and adaptability. Our aircraft are ths 
result and the expression of a system: the АТ 
system. 

OUR GEOGRAPHIC PRESENCE: Keepin, 


T A 





ead of airline needs on 5 continents. 

PUR TECHNICAL PRESENCE: All around the 
“orld, a maintenance network ensures a round 
the-clock availability of the ATR aircraft. Tou- 
pna Washington D.C, and Singapore are the 


ipal centers of this network. 


TECHNOLOGICAL PRESENCE: ATR air- 


are of a new generation. 
FINANCIAL PRESENCE: ATR can act as a 


advisor. 
UR BUSINESS PRESENCE: 4 marketing 


ters throughout the world, feature a veri- 


le line of products servicing the specific 





needs of each airline. More than just a family of 
aircraft, ATR offers a coherent and innovative 
p ar to help airlines operate our aircraft 
effectively. 
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Investment banks 


Eating people is 


les 


Wrong 


Liar's Poker. By Michael Lewis. Hodder & 
see 224 pages; £12.95. Norton; 
15.95 


ICHAEL LEWIS claims that his first 
contact with Salomon Brothers, a 

ious firm of New York securities 
traders, was, incongruously enough, at a 


` dinner at St James's Palace in London. Pre- 
‘siding over the dinner was the Queen 
- Mother, who brought her corgis with her. 


As she tottered out of a hushed and bowed 
hall at the end of the meal, one of her guests 
hollered: "Hey Queen, nice dogs you have 
" re." The hollerer was the wife of a Salo- 
n Brothers’ managing director. From 
that moment on, Mr Lewis found Salomon 
Brothers irresistible. He joined the firm, and 
now he has put it in a book. 
his own admission Mr Lewis, an art 
history graduate from Princeton and an oc- 
casional writer for The Economist, was 
embarrassingly overpaid. In his second and 
year working at Salomon he claims to 
have earned $225,000. Ostensibly, his job 
was to pretend to advise investors on which 
bonds they should buy; in fact, it was to per- 
suade them to buy the bonds Salomon could 
not sell to anyone else. Salesmen who re- 
membered “the Salomon maxim"—that in- 


_ vestors had short memories—and sold the 
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unsellable were rewarded with the peculiar 
honorific “Big Swinging Dick”. 

Mr Lewis's career coincided with 
Salomon's apparent mastery of the financial 
universe. Bond markets “puked money” 
and Salomon’s domination of the mortgage 

tket coated the firm and its employees 

h lucre. Nobody looked much beyond 

next trade. Even Salomon’s ruthless, ux- 
orious i , John Gutfreund, “who 
could smell money being lost” preferred to 
sit smoking cigars on the trading floor 
rather than design a strategy for the firm or 
control its squabbling fiefs. 

- On the Salomon trading floor anything 
went, provided money was made. The main 
game was interest rates, played on the bond- 
market desks; but the firm also traded shares 
and commodi 


ities. For the top traders, sim- 


-ply gambling with the firm's money was not 


exciting enough: most afternoons they 
Сея а hand or two of Liar's Poker for a 
hundred dollars. The players formed a 


circle, holding a dollar bill close to their 


chests, and made bids about the number of, 
say, sevens in all the bills’ serial numbers. 
The game went on until a bidder was chal- 


-lenged by everyone else. One legendary day, 
Mr Gutfreund challe 


, another trader 
(John Meriwether, according to Mr Lewis: 


= A 
" 


others say the late John O'Grady) to a game 
for $1m; his opponent called his bluff by say- 
ing that he would play only for $10m. 

Mr Lewis's impressionistic but thor- 
oughly readable book catches the hypocrisy 
and arrogance of financiers over the last de- 
cade. Since banks started their insane lend- 
ing to Latin America, financiers everywhere 


Publishing 


, ОР OOKS AN Г AF - 
have been eager to emphasise that banking 
is a vocation as much as a business. But "Li- 
ar's Poker" strongly suggests that the = 
bling element has eclipsed the nd old | 
business of investment banking: matching - 
borrowers with lenders, and steering wealth 
towards investments that will create st 
more. 


Taking Mill to Moscow б. 


f another ripple to the wave of 
glasnost now flooding across Europe, a 
British and a Russian publishing house have 
decided to go into partnership. The British 
house is Verso, whose largest shareholder is 
the New Left Review; the Soviet partner is 
International Relations Publishing House 
(IRPH), in Moscow, whose director is Boris 
Ligachev and whose authors include Al- 
exandra Kollontai, a Bolshevik feminist and 
political theorist, and Graham Greene. 
“Interverso”” is their married title. 

The idea for the joint 
venture grew out of sugges- 
tions by Boris Kagarlitsky, 
once a prisoner under 
Brezhnev and now the 
organiser of the radical 
Popular Front, that there 
should be some way of mak- 
ing texts accessible in Rus- 
sia, other than by smug- 
gling chem in. Mr Kagar- 
litsky's book "The Think- 
ing Reed", a study of Soviet 
intellectual life, was pub- 
lished by Verso last year. 
Roy Medvedev, a distin- 
guished historian and for- 
mer dissident who is now a 
member of the Supreme So- 
viet, is on Interverso's 
board, and the company is 
financed by investors from 
both America and Europe. 
Indeed, some $300,000 is 
still being sought. 

Interverso plans to 
publish six books a year in 
both the Soviet Union and 
the West, looking for a 
print run of up to 50,000 
on the Soviet side. The ti- 
tles will fall within the same 
field, social science, in 
which Verso has built up a reputation since 
1970 as the thinking wing of the British left. 
The first titles to be printed on the Soviet 
side will be by Perry Anderson (“Consider- 
ations on Western Marxism”) and E.H. 
Carr, although the Russians have expressed 
interest in authors well beyond Verso’s list: 
Walter Benjamin, Isaac Deutscher, Freud 





A pinch of Sartre 


(whose works were published clandestinely, - 
then banned, in Moscow last summer), Mar- 
cuse, Bertrand Russell, Sartre and E.H. - 
("Small is Beautiful") Schumacher. Verso is. 
particularly keen to publish Simone de - 
Beauvoir's "The Second Sex" in Russia. 
Since the rouble remains unconvertible, - 
there is not much competition for rights. 
IRPH has just bought the rights to John le 
Carré's “The Russia House" for $6,000 for 
three years. According to Verso's aging. 
director, Colin Robinson, there is also scope — 
for the- publication of such 
classics as J.S. Mill's "On - 
Liberty" (the Russian edi- 
tion of 1900 has long been — 
out of print); for Russiar 
editions of writers such as- 
Andrei Sakharov, and for - 
books on such subjects as 
homosexual rights. 
These books will 
translated, edited, 
printed—using the old - 
technology—and bound in - 
Moscow. Since Russia has a 
permanent paper shortage, 
paper will be bought in Fin- 
land. Distribution will be 
through iRPH's normal out- 
lets, and there is also provi- - 
sion in [nterverso's charter 
for an English-language 
bookshop in Moscow. Mr 
Robinson wants to make 
sure that investors receive a 
fair return from hard cur- 
rency earnings from sales in 
the West, On the othe 
hand, he says, Verso's in 
terests go a long way be 
yond profits. His aim is te 
give western readers acces 
to Soviet material that i 
only just becoming avail- 
able, as well as introducing them to a new 
generation of Soviet writers and 
who have previously had to work in secret 
and isloation. "Our main aim” he says, "is 
to help break down barriers that have ex- 
e for so long to the free exchange of 
ideas. e 


be _ 


peset. 
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rents 
Confound their 
politics 


VER since Congress passed legislation 
Jy last month forbidding the National En- 
_ dowment for the Arts from making grants 
_ for obscene or indecent works of art unre- 
_ deemed by artistic merit, artists have been 
waiting to see how the new rules would af- 
` fect the NEA's grants. On the other side of 
the fence, critics of recent grants have been 
waiting to see whether the NEA has got the 
message. Both received their answer last 
week. The freshly confirmed director of the 
МЕА, John Frohmeyer, announced that he 
was withholding $10,000 that had been 
granted to Artist's Space, a New York gal- 
 lery. The gallery had planned an exhibition 
on the art of AIDS, but it had changed, said 
Mr Frohmeyer; it was now “too political" to 
qualify for money from the government. 
The problem, however, seemed to lie 
less with the art—which neither Mr 
Frohmeyer nor the gallery's director, Susan 
Wyatt, could be drawn to describe—than 
with an essay in the exhibition catalogue by 
David Wojarnowicz, an artist. The essay was 
said to be highly critical of both Senator 
Je se Helms, who led the anti-obscenity 
forces in Congress, and of Cardinal John 
O'Connor of New York, a man unpopular 
with AIDS activists. It was Miss Wyatt who 
ought the exhibition to the attention of 
the NEA, pointing out that it was controver- 
sial and might provide an opportunity to 
discuss the subject of censorship. She got 
nore (or rather, less) than she bargained 
















— Most artists and arts organisations have 
expressed dismay at the NEA's decision. The 
legislation never made any mention of po- 
litical content in art. PEN, the international 
association of writers and editors, pointed 
out in a statement that senators, also “feder- 
g ded”, had the right to criticise art- 
ists. Might not artists have the right to criti- 
cise senators? Cardinal O’Connor, for his 
part, said that if he had been consulted 
about the criticism he would not have 
minded. As for Mr Helms, a spokesman 
from his office remarked that “since Mr 
Frohmeyer is obviously making a good faith 
effort to live up to the commitment he made 
_ to [the senator], ... the senator does not 
care to stir the pot." 

Two days after announcing the demise 
of the $10,000, however, Mr Frohmeyer re- 
worded his objections. He had misspoken; 

_ his concerns were not that the art was politi- 
_ са, but that there had been an “erosion of 
the artistic vision" of the exhibition. His 
. slip of the tongue made clear what many had 
suspected all along. Mr Helms may want to 
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avoid offence to the public, but Mr 
Frohmeyer wants to avoid the endowment 
being done away with altogether. 

It is not out of the question. The NEA 
would be killed off with pleasure by people 
who object to the government spending 
money on art they do not like. Now their 
ranks are being swollen by artists, ostensibly 
the NEA’s beneficiaries, who object to the 
government putting ever-tighter strings on 
its grants. Some artists, sitting on the peer 
panels that award the NEA's grants, are plan- 
ning to boycott the endowment; others, 
hoping to get grants, have decided to get 
along by themselves. The exhibition at the 
Artist’s Space, still without its grant, was 
due to open as planned on November 16th. 





Touring companies 


Our truck, your 
icon 





HE 450 furious people sighted at Milan 

Airport on November 4th were the 
Management, conductors, singers, orches- 
tra, chorus, dancers, backstage workers and 
assorted spouses of La Scala’s opera com- 
pany. They had just returned from a month- 
long tour at the Bolshoi theatre in Moscow, 
where they had been doing their wonderful 
“Turendot”, and indignation was total. 
"We were in the hands of a gang of mafiosi”, 
they thundered, in good choral unison; “а 
true and proper ring of organised 
criminals.” 

What could this mean? Press reports 
from Moscow had told of sold-out perfor- 
mances and standing ovations; photographs 
had been taken of Raisa and Mikhail con- 
gratulating Riccardo Muti, the conductor. 
And yet, according to an assistant manager, 
“every day we had to slip money to bureau- 
crats so that the curtain could rise. While we 
were unloading scenery from our trucks, the 
trucks would disappear. The blatancy of 
their demands for money was little less than 
blackmail. More than once we were ready to 
pack up and go home.” 


- 


D 





La Scala's managing director, Carlo 
Badini, one of the calmest men in the opera 
world, said that they had been caught up in 
"a volcanic situation where chaos reigns be- 
cause of those who are opposed to the 
changes sought by Gorbachev, whether they 
are in show business or the upper echelons 
of politics." Isvestia was quick to agree. The 
manager of the Bolshoi admitted that there 
had been problems with transport and 
"alas, cases of extortion in the shape of gifts 
demanded by employees.” 

Both he and Mr Badini put most of the 
blame on Goskonzert, the Soviet agency 
that “looks after" foreign touring compa- 
nies. But there was another side to the tale. 
The Soviet customs office reported that the 
Italian guests, upon leaving Moscow, were 
found to be carrying 103 icons, more than 
38 kilograms of caviar, 250 watches, an- 
tiques, rare books and religious objects—all 
seized by customs. Hence, perhaps, som ' 
the fury that was still seething when 
troupe landed in Milan. 





Faxed 


A EAGER fan of photography, 
then of photocopiers, David 
Hockney’s latest passion is the fax 
machine. It has decentralised print- 
ing, he says, and is therefore helping 
to end the age of mass-media and 
mass-control; it has brought back the 
art and intimacy of hand-written mes- 
sages; and you can use it to send a pic- 
ture 140 feet square from sunny Los 
Angeles to Bradford, as Mr Hockney 
did last Saturday. 

His picture, called “Tennis”, came 
in 144 sections, of which only the last 
had to be sent again. Men on steplad- 
ders fitted the bits together according. 
to the artíst's faxed instructions. In a 
letter to his old primary school, also 
sent by fax, Mr Hockney said he be- 
lieved that the fax would soon spread 
everywhere, toppling totalitarianism 
as it went. Art rules, OK? 





University of Botswana 


ENVIRONMENTAL RESOURCES 
ECONOMIST, INSTITUTE OF 
RESEARCH 

(Vacancy No МЇН 4/89) 


Duties. will be "primarily to carry out 
research on the use of environmental 
resources for a period of about three 
years. The research will invoive the 
cost-benefit analysis of the use of envi- 
ronmental resources. Initially the focus 
will be on some aspects of soil erosion 
in relation to Government policies 
‘which may either positively or negative- 
ly influence the development of soil 
erosion. 


This will include the evaluation of these 
policies and contribution towards the 
formulation of new corrective and pro- 
tective policies in line with the National 
Conservation Strategy. Special em- 
` asis will be given to the cost of soil 
sion to the nation as compared to 
“price of protective measures. The 
study is to include aspects of overgraz- 
ing and fuelwood harvesting in connec- 
tion to soil erosion. 


The researcher is to spend part of his/ 
her time supporting the socio-econom- 
ic component of the Environmental 
Programme of the National Institute of 
Development Research and Documen- 
tation, to whos% Director the incumbent 
will be answerable through the team 
leader of the environmental 
‘programme. 


Applicants should have an advanced 
qualification in Economics, preferably a 
PhD with specialisation in Resource 
and Environmental Economics. The 
successful candidate will also be expe- 
rienced in project-appraisal and have 
about five years’ post-Doctoral or 
equivalent research experience. 


Salary negotiable. Fringe benefits for 
expatriate staff include: contract addi- 
tion at 30% of basic salary and gratuity 
at 25% of basic salary plus contract 
addition on successful completion of a 

3 year contract; education allowance 
, dependent children. 


Other benefits include motor car pur- 
chase advance scheme; an optional 
partially UB funded medical aid plan; 
free tuition for spouse and dependent 
Children on courses offered by the 
University; and a motor car allowance 
of 15 per cent of basic salary for staff 
members earning a basic salary of at 
least P24,060. 


"Applications quoting the relevant va- 
‘Gancy number with names and ad- 
‘dresses of three academic referees, full 
CVs and certified true copies of educa- 
«tional certificates should be sent as 
зооп as possible to the Senior Assis- 
: tant Registrar (Academic Staffing), Uni- 
Nersity of Botswana, Private Bag 0022, 
Gaborone, Botswana. Candidates in 
the UK should also send а copy to 
Appointments (37041), Association of 
Commonwealth ^ Universities, 36 
Gordon Square, London WC1H ОРЕ. 
Applicants should ask their referees to 
Submit their references direct to the 
University. 
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SENIOR 
ECONOMIST 


Colgate University seeks to fill the 
W. Bradford Wiley Distinguished Chair 
in Economics. field: international 
Trade/Development. 


For further information contact Robert 
Freedman 01-602 1382 or Professor 
Don Waldman, De ent of Eco- 
romics, Hamilton, New York 13346, 


PROFESSIONAL OPPORTUNI 
IN TAX ADMINISTRA 


The Policy Economics Group of KPMG Peat Marwick in Was! 


is rapidly expanding its work program in international taxat 


connection with this effort, the group is seeking experience 
enn 


administrators interested in both short term and là 
ments in developing countries around the world ifyo: 

in either direct or indirect tax administration and would 
closely with client governments to improve their tax ad 


systems please forward you résumé to: 


Mr Wayne Thirsk, KPMG Peat Marwick, Policy Economics Group, 2007 


M Street, NW, Washington, DC 20036. Fax: (202) 728 0546. 


(to £22,000) 


Expanding the Specialist Expertise of a Renowned 


Technical Consultancy 


MERZ AND McLELLAN is one of the UK's leading firms of consulting 
engineers, with a long tradition at the forefront of the development of 
electricity supply systems in Britain and across the world. 


in addition to its major involvement in the energy sector (heat, 


electricity, transport), the firm has broad experience in mechanical and 


civil engineering, as well as in project management, inspection services 
and technical studies. 

The firm's Energy and Economics Division conducts the technical, 
economic and financial appraisals of major engineeríng projects and 
proposals. The present position arises as a result of the Division's 
expanding business requirements for practical economic analysis of a 
wide range of energy market issues; demand forecasts, short-run and 
long-run supply options and costs, supply contracts, conservation and 
substitution opportunities, security strategies, tariff design, and 


regulatory systems. 


Assignments are varied and challenging, locations rarely 
commonplace. Applicants must be capable of tackling exacting work 
schedules under a minimum of supervision, and must possess good 
presentational skills. They will have excellent academic qualifications in 
economics (or a related discipline), around 5 years’ professional 
experience, and be able to demonstrate a successful track record in 
their early careers. Experience in the energy sector or in project 
appraisal would be an advantage, but is not essential for an exceptional 


candidate. 


We are looking for an individual who will make a strong personal 
contribution to the commercial strategy of a small, specialist team. We 
offer a starting salary of up to £22,000, together with non-contributory 
pension and other benefits. If you would like to explore the opportunity 
further, ring or write (with full CV) quoting reference JRS/E to: 

Jim Shaw, Head of the Energy and Economics Division, Merz and 
McLellan, Amberley, Killingworth, Newcastle upon Tyne, NE12 ORS, 


on (091) 216-0333. 


Ф 
MERZ ann McLELLAN 





CONSULTING ENGINEERS 
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POINTMENTS 


VOLTA RIVER AUTHORITY 


A challenging opportunity for a 


DIRECTOR OF MANAGEMENT 
_ INFORMATION SYSTEMS 


The Volta River Authority is a state-owned water resource 

. development organisation in Ghana with a primary function 
of generating, transmitting and distributing hydro-electric 
power for domestic and industrial use and for export to 
neighbouring West African countries. 


In pursuance of our computerisation programme, we are 
_ looking for a highly competent and dynamic professional to 
manage our Management Information Systems Department. 


JOB FUNCTION: 


-As a member of the Management team, and reporting to the 
. Deputy Chief Executive (Corporate Planning and Finance), 
ithe Director of Management Information Systems will be 
responsible for the provision to all units of the Authority of: 
computer processing facilities; 
application systems development and maintenance; 
computer production services; 
advice and support for local computers and terminal 
= equipment; 
— data communication between computer facilities. 


JOB REQUIREMENTS: 


The ideal candidate will have: 
i= a university degree in a recognised professional 
discipline; 

— a broad knowledge of computer systems analysis, 

| design, development and operation gained through 
managing a large computer systems unit; 

— demonstrated management capability in the areas of 
achievement of planned objectives, priority setting, 
and monitoring resource allocation; 

+ at least five years’ experience іп a managerial capacity 
supervising professional, technical, operating and ad- 
ministrative staff. 


REMUNERATION: 


The selected candidate can look forward to considerable 
job satisfaction; a highly competitive and negotiable salary; 
a comprehensive range of fringe benefits including subsi- 
dised furnished accommodation, project transportation, 
бее medical care, attractive superannuation plans, pay- 
ment of international travelling expenses to and from Ghana 
and generous relocation assistance. 


METHOD OF APPLICATION: 


Interested applicants with the requisite qualifications and 
experience may apply, giving full details of their curricular 
vitae together with present salaries and names and ad- 
dresses of two referees, both of whom must be profession- 

Hy connected with the work of the applicants, to the 
Director of Personnel, Volta River Authority, PO Box M. 
77, Accra, or c/o Paterson Simons & Co (Africa) Ltd, 
Roman House, 263/269 City Road, London ЕСТУ 15, to 
i reach him not later than 25 November 1989. 


INTERMEDIATE 
TECHNOLOGY 


Intermediate Technology Development Group is an innovative Third World 
charity that aims to support and strengthen poor communities through the 
use of more appropriate productive technologies. 


Socio-Economist 
Food Processing Programme 


The Food Processing team is working with. partners in Peru, Zimbabwe, 
Malawi, Sri Lanka and Bangladesh and the Socio-Economist would provide 
appraisal, monitoring and evaluation inputs to these projects. Food is 
usually processed by women and it is essential to ensure the technologies 
and methodologies are appropriate to their needs as well as being 
economically viable. 

We are looking for someone to join our multidisciplinary team based. in . 
Rugby and working three to four months overseas each year. Applications ae. 
invited from men and women who have at least three years experience 


working overseas and a relevant qualification at degree level or equivalent. ^ 


Salary in the region of £14 000. 
Applications to be received by 30 November, 1989. 


Please apply in writing with cv to: Barbara Harvey (Mrs), Personnel Officer, · 
ITDG, Myson House, Railway Terrace, Rugby CV21 3HT. 


Economic Development and | 
Corporate Policy Department 


EEC and 
Research Officer 


SALARY UP TO £15,810 


The Economic Development and Corporate Policy Department is 
dedicated to assisting the development and prosperity of the 
Cumbrian economy and to ensure that the requirements and 
needs of existing and new employers within the County are met, 
to stimulate the growth of new employment opportunities and to 
теа the needs of the unemployed by providing an opportunity to 
work. 

The purpose of the EEC and Research Officer post is to monitor 
and advise on developments in the EEC affecting the Cumbrian 
economy. To identify, negotiate and apply for sources of funding 
available to the County Council from EEC and UK organisations 
and to advise the public and private sector bodies in Cumbria on 
the availability of grants and assist with their applications. Regular 
contact will be necessary with senior officials of the EEC, national 
and local government, and with Managing Directors of local 
companies. 

Applicants should have at least five years professional work 
experience of the EC Structural Funds and/or similar UK grants. 

A degree in Economics, Public Administration or similar would be 
preferred. 

This post offers a unique opportunity of combining a challenging 
professional career within a high profile forward looking 
department. with a lifestyle based close to some of Britain's most 
spectacular surroundings. 


Application forms are available from the Director of 
Economic Development, The Courts, Carlisle, Cumbria, CA3 
8NA, to be returned by Thursday 30th November 1989. 


Post open to both men and women. 
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Economist 


A Japanese speaking economist is 


“| forecasting of the Japanese econ- 
оту. Responsibilities will include 
[presenting research results to 


f dients. 


| Necessary qualifications are: Flu- 
fency in English, literacy and rea- 
sonable fluency in Japanese, an 
academic qualification in eco- 


] nomics, presentational skills. 


с | Salary and benefits will be fully - 


competitive, 


Please send your curriculum vitae 

x Gerald Holtham, co Jackie 
& ubitt, Shearson Lehman Hutton 
^s securities, Опе 


London EC2M 7HA. 









Broadgate, 









Special 
Projects 


Officer 


£22,290 + 
benefits 


The District Audit Service 
of the Audit Commission is at 
the forefront of value improve- 
ment in local government and, 
itis proposed from 1990, the 
National Health Service. 


We seek a numerate 
graduate with a lively intellect 
|. and a track record of successful 
' achievements to develop and 
carry out a range of value for 
.. money investigations and 
management audits. 


The post is based in 
Redhill, Surrey, and offers a 
competitive package including 
performance pay and car. It 
will also offer the right 
candidate unrivalled experience 
and a rewarding challenge. 


© Please send a full CV to 
Personnel Department, Audit 
Commission, Nicholson 
House, Lime Kiln Close, Stoke 
Gifford, Bristol BS12 6BR or 
telephone for further details 
and an application form on 
(0272) 236757. 


Please quote reference 
SPO/RED/1. 
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Economist 
| Central London 


Midland's Group Economics Department is геспойпо 
economists for work on analysing the performance of 
manufacturing and service industries and on macroeconomic 
issues and developments in financial markets. The posts will - 
appeal to economists wishing to apply their skills if a 
commercial environment, providing support for Midland's 
credit, planning and marketing functions, 
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: A higher degree in economics or relevant post-graduation 
: s" Kc е. experience are essential, and applications are invited 
К ec >= Ө both from recent graduates and from economists with 
: е < 119 two or three years professional experience. 
Ы e e 
T “2 . Salaries will be competitive, including the usual benefits 
: ee 


associated with a major financial organisation. 
Applications, including a curriculurn vitae, should be sent to 


: M : D L A N D Barry Naisbitt, Head of UK Section, Group Economics 


: Department, Midland Bank pic, 2nd Floor, Poultry, 
: London EC2P 2BX by Friday 8th December 1989. 


: A MIDLAND GROUP COMPANY 
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Senior Consultant — 
Agriculture/Rural Development 
Cambridge 







WS Atkins Agriculture is expanding its consultancy activities in the 
UK and Europe and we are seeking an agriculturalist or 
agricultural economist to assist in developing our business in one 
or more of the following areas: 







— agricultural policy, including environmental issues; 
— rural development and land use planning; 
— commodity and marketing studies. 









You are likely to be well qualified, with a relevant degree, with 

10-15 years' experience. The ability to speak a second language . 
would be an advantage. Consultancy experience is desirable but - 
not essential. 






The post is based in our Cambridge office. We offer an attractive ` 
remuneration package and assistance with relocation. 


Please apply, with cv, to: Frank Sole, WS Atkins Agriculture, 
Girton Road, Cambridge CB3 OLN. (Telephone: 0223 276002). 












PPOINTMENTS —- 


UNIVERSITY o£ LIMERICK 


OL ESC€ Gib TEE MEN 1 4&6 H 







`. The constituent colleges of the University of Limerick 
are: Business, Engineering & Science, and Humanities. 
The riverside campus is located at the heart of the 500- 
о Plassey Technological Park on the Bank of the river 
“Shannon. 


The College of Business has a student enrolment in 
excess of 1,000 and offers programmes of teaching and 
research to the doctorate level, designed with 

excellence and relevance in mind. 


The Department of Business Studies within the College 
of Business operates a wide range of programmes at 
undergraduate, professional, post-experience and 
graduate levels, including the Masters of Business 
Administration degree. The activity of the Department is 
centred around its main disciplinary areas: Finance, 
Accounting, Business Policy, Marketing and Human 
Resource Management. Programmes of teaching and 
“research are developed in the context of national 
strategic needs related to financial services, tourism, 
natural and human resource development and 
international trade. 


PROFESSORSHIP OF FINANCE 
AND ACCOUNTING 


Applications are invited from suitably qualified 
candidates for the above post. It is expected that the 
person appointed will hold a Doctorate, and will have the 
necessary qualities of academic leadership, 
management skills, drive and ambition to further 
develop the University's programmes of teaching and 
research. 


SALARY SCALE: IR£28,083 - IR£34,446 p.a. 


Application material, available from the 
Personnel Department, University of Limerick, 
Plassey Technological Park, Limerick, Ireland, 

Should be completed and returned by 
Friday, 8 December, 1989. 






































.PPOINTMENTS WANTED 







Professional personal 
assistant, mid 30s, 
organised, efficient, used to 

running all interests from 
business to personal, seeks - 
new employment. 

Fax 01-937 0975 


ECONOMIST - ECONOMETRICIAN, 
32, European postgraduate in develop- 
ment econpmics, multilingual, experi- 
ence with academic/nternational or- 
ganisations in Europe/Africa. All replies 
acknowledged. Box 3676, The Econo- 
mist Newspaper Ltd, 25 St James's 
Street, London SW1A 1HG. 


























MASTERS DEGREE 
__IN INTERNATIONAL 
ECONOMIC MANAGEMENT 


* The degree aims to prepare students for careers in 
international finance or as administrators in the interna- 
tional economic sector or as export managers. 

* Courses include International Money and Finance, Inter- 
national Trade Policy, East-West Trade, Economics of the 
European Community, Development Finance, Economet- 
rics of Financial Markets. 

Further information from: The Graduate School of 
International Studies, The University of Birmingham, 
Edgbaston, Birmingham B15 2TT, Great Britain. 














DIRECTOR 


Centre for language and 
business in Europe 


Salary up to £24,285 


To plan, develop, market and manage short language and business 
courses, a translating and interpreting service and language 
consultancy. 


Relevant business experience essential. Languages an advantage. 
Two year appointment (renewable). 


Further particulars and application forms available from Mr J. E. Reilly, 
Secretary of Faculties, The Registry, The University, Canterbury CT2 
2NZ, quoting Reference No A90/17. 


Closing date: 8 December, 1989. 
An Equal Opportunities Employer. 


UNIVERSITY OF KENT 
AT CANTERBURY msan 









ЧИШ THE ROYAL SOCIETY FOR THE 
IZ PROTECTION OF BIRDS 









ARE YOU COMMITTED TO 
WILDLIFE CONSERVATION? 


Si vous: 













* voudriez influencer les politiques environnementales de la CEE; 

* connaissez bien l'actualité européenne; 

* aimez gagner des débats; 

* vous enthousiasmez pour la conservation des oiseaux et vous en 
avez une bonne connaissance; 

* voudriez travailler pour une des plus grandes organisations non 
gouvernementales de l'Europe en ce qui concerne 






l'environnement . . . 
peut-étre vous étes la personne .que.nous cherchons! 








Demandez (en anglias) un formulaire de candidature à 
Sandra Booth, RSPB, The Lodge, Sandy, Beds. Tel: 0767 
80551, avant de 1 decembre 1989.. 
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The University Of 
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LECTURESHIPS 
IN ECONOMICS E 
Applicants for these positions should 
have a rel igher degree, teach- 
ing experience and proven research 
ey — а 


The Department of Economics is re- 
3 е for teaching compulsory core 
units in economics and statistical 
Method io some 2,000 students en- 

tolled for the BCom degree. Specia- 
lised units in economics, econometrics, 
monetary and financial economics 
labour studies are taught at the ad- 
vanced undergraduate and postgradu- 
ate levels. 


.. Thése positions are available from 1 
;,Jenuary 1990, .. 










Appointees from interstate or overseas 
will be eligible for assistance with travel 
and removal expenses. 


Telephone enquiries of an academic 
nature may be directed to Dr Robert 
Dixon, Head of the Department of Eco- 
nomics. Telephone: (613) 344 5300: 
Salary is in the range: A$32,197- 
A$41,841 per annum. 

Closing date: 15 December 1989. 
Position Number: 13160300; 


Further printed information regarding 
details of application procedure and 
conditions of appointment is available 
from Ms M. Petras on (613) 344 7546. 


Applications, in duplicate, including 
names and addresses of at least three 
referees and quoting the relevant posi- 
tion number. should be addressed to 
The Director, Personnel Services, The 
University of Melbourne, Parkville, Vic- 





University of Hong Kong 
LECTURER IN ECONOMICS 
Applications are invited for Lecture- 
ships in Economics. Applicants should 
have appropriate qualifications includ- 
ing relevant experience in teaching and 
research. Preference will be given to 
applicants with a special interest in the 
fields of Macroeconomics, Monetary 
Theory and International Finance. Ap- 
plicants are requested to provide, in 
respect of their major research area: a 
short descriptive title; and a brief sum. 
mary of the work they have undertaken 
and the direction in which their work is 
proceeding. 

Annual salary (superannuable) is on an 
11 point scale: —HK$233,700- 
HK$390,600. (approximately £18,940- 


SOCIAL SCIENTIST. 






















£31,660 or US$29, 960-USS80,076 ш 

at October 30 1989). Starting salary W 
depend on qualifications and expe 
ence. Al current rates, salaries tay yA 
not exceed 15 per cent of gras 
income. Children’s education alow 
ances, leave, and medical henelits 
provided; housing or tenancy all 
ances are also provided in ma : 
at a charge of 7.5 per cent of salary. 


Further particulars and appli 
forms may be obtained from Ар 
ments (27184) Association. of Gore 
monwealth Universities, 36 Gordo 
Square, London WOH ОРЕ, UK 
from the Secretary, Faculty of Sack 
Sciences, University of Hong Kong 
Hong Kong (Fax: (852) 8582549. 


Closing date: 15 January 1990. 








` appointment to a limited tenure 
‚Жоп may be made for a period of 
tween two and five years. 





toría, 3052, Australia. 
An Equal Opportunity Employer. 





Business 
International | 


GLOBAL BUSINESS INFORMATION AND ADVICE 


| ECONOMIST/ 
EDITOR 


` The Forecasting Unit of the Economist Intelligence Unit 
; and Business International forecasts economic and politi- 
cal trends for over 60 countries. Its forecasts are published 
. in two series of reports. The Business International Fore- 
casting Service is aimed primarily at corporate end-users 
and emphasises the impact on the business environment. 
The Country Risk Service focuses on the analysis of 
"» developing economies and. their external debt and is 
aimed essentially at banks. 


The Unit is seeking economists/editors with experience of 
analysing economic and political trends. He or she will 
work mainly on quarterly reports of the Country Risk 
Service. The position will also involve responsibilities for 
; contacts with clients and prospective clients in addition to 
analytic work and it is graded at the Senior Economist 
. level, for which the present salary range is starting at 
... £18,000. A sound understanding of macroeconomics and a 
| demonstrable ability to write clear, concise English are 
- essential. Familiarity with the use of PCs, knowledge of a 
|. second European language and presentation skills are 
f desirable. 
| Please write with a full CV to: 


lan Riley, Forecasting Unit 
The Economist Intelligence Unit 
40 Duke Street 
London W1A 1DW 


The Economist 
Intelligence Unit 




























Intermediate Technology (ITDG) works with poor producers in develop- 
ing countries through technical assistance, information exchange and 
research. 


The Agriculture and Fisheries Sector (Rugby-based) requires a social 
Science programme manager for: analysing our work; planning and 
policy. reviews; project identification and formulation; and project 
appraisal, monitoríng and evaluation. Qualifications: Degree in rural 
sociology/anthropology/agricultural economics; NGO project experience: © 


First Interviews: 6 January 1990 Salary: £14k-£16k 
Send CV to: Barbara Harvey, Personnel Officer, ITDG, Myson 
House, Railway Terrace, Rugby CV21 3HT, UK. Telephone 
+44-788-60631. 
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Chair in Marketing 


London Business School invites applications for 
a new Chair in Marketing. The successful applicant 
will be expected to teach on the School's MBA, PhD | 
and executive programmes, to conduct high quality 
research, and to contribute to the leadership of the 
Marketing group. 









The School is seeking candidates with an 
international outlook and reputation, and who have 
a strong record of research, publication and 
teaching, as well as close linkages with marketing 
professionals and the business community. 







The salary is competitive. LBS has a superb 
location in Regent's Park, central London, has first 
class modern facilities and is expanding rapidly. 







Applications accompanied by a curriculum vitae 
and the names of three referees should be submitted 
by December 15, 1989 to: 


Professor Paul Marsh, Faculty Dean, London Business 
Sussex Place, Regent's Park, London NWI 48A 
Tel: 01-262 5050. Fax: 01-724 7875. Telex: 27461 L 






















IPPOINTMENTS _ 


BBC Television News & Current Affairs 


Business & Economics Editor 
Business & Economics Unit 


Же are seeking a business and economics editor to lead our growing team of business reporters and 
correspondents in radio and television. 

Based at Television Centre, the job will involve a major on-screen role in programmes like 
The 9 О'Сіоск News, Newsnight and the Money Programme, as well as regular appearances on radio. 
Salary by negotiation. 

For application form, contact (quote ref. 8181/EC) Recruitment Assistant, BBC News & Current 
Affairs, Room A314, Centre House, 56 Wood Lane, London W12 7R]. Tel. 01-743 8000 ext. 2964. 








` We are an equal opportunities employer 








PROFESSORSHIP. 
IN INTERNATIONAL 
ECONOMIC 
DEVELOPMENT 


The Food and Resource Economics Deparment 


invites applications and nominations for a Gradus $ 


ate Research Professorship, a distinguished post: 
tori with status. comparable to an endowed chair; 

The position is targeted for a senior economist with 
a distinguished record of scholarly work in any of à 


broad npe ‘of global macro economic issues that 


development in Third World economics. 


б i Candidate will provide academic 
ат} programmatic leadership in international eco 


nomic development with special attention to food, 
agricultural and natural resource policies at the 
national-and international levels. Candidates’ spe. 
cific areas of scholarship may focus оп:апу of a 


broad ange of intemational ecénomics and devel 
+ opment issues; The position is tenure-acctuing and 


carries а V2-month appointment, The salary is 
competitive. and. commensurate with that of dute 
standing economists at top universities; The Des 
partment with 53 tenure-track faculty conducts 
programs in all areas of food, agricultural, пага 
resource and international economics; oilers the 
MS and PhD degrees, and undertakes joint pro. 
grams with the Centers for Latin American Sudie > 
African Studies and Tropical Agriculture, 


Applicants. should have a PhD in Agricultur 
Economics or Economics, be a current or pa 
holder of the rank. of Professor (US. system) Jor 
equivalent, and have a distinguished record us. | 
international development scholarship and work 
with graduate students. i 
Please send letters of nomination or, if interested in. 
the position, a letter of application, along witha 
résumé and names: and addresses of five refer 
ences, Submit; rial and inquires to: Dr 
Lawrence W, Libby, Professor and Chair, Food 
and Economics 


Department, McCarty 
Hall, University of Gainesville, Florida 
USA 32611, Telephone 904 392 2394, fax 904 
392 8634. Closing date: 15 December 1989. 


An Equal Opportunity Employer 


University of Florida 
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Economics, where it really matters‏ 


Turn your economics degree into economic policy 


There are opportunities for economists in a 
range of different organisations - but nowhere else 
will your analyses and recommendations play such 
4 vital role as in the Government Economic Service. 

Right now, we need new or recent graduates 
to join us as Assistant or Senior Assistant 
Economists. 

As you will provide expert information and 
advice to both Administrators and Government 
Ministers, your work will help to shape national 
economic policies, The work covers every sector of 
the economy - including commercial, institutional, 
financial, foreign or social matters, We are very well- 
resourced too: you'll have access to sophisticated 
computer modelling facilities and an unrivalled 
bank of information. 

To join us, you should be in your early to mid 
twenties and hold a good honours degree in an 
Economics or related discipline. Excellent 
communications skills are also necessary - and you 


must be able to explain complex economic i: issues 
to non-specialists. 

You'll find our training is absolutely first-rate 
and, as we encourage movement between depart- 
ments, your career development prospects will be 
excellent. 

Your starting salary will be up (013,820 as 
an Economic Assistant or.£18,085 as a. Senior 
Economic Assistant in Inner London, depending 
on age, qualifications, and experience. Benefits 
include 22 days' annual leave and a non: 
contributory pension. Posts in London, Sheffield, 
Birmingham and Edinburgh. 

For more information, ring Tom Morris of the 
Economist Management Group on 01-270 5093, 
or write for an application form (to be returned by 
17 January 1990} to Civil Service Commission, 
Alencon Link, Basingstoke, Hants RG21 UB, or 
telephone Basingstoke (0256) 468551 (24-hour 
answering service}. Please quote ref: G/621. 


The Civil Service is an equal 


HM GOVERNMENT ECONOMIC 
SERVICE opportunity employer : 
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APPOINTMENTS: 


Bank has vacancies for Economists in the 










e d - | ibilities, including 








untry macroeconomic and risk analysis, assessing 
nancial market trends and econometric support. 
_ Emphasis is on applied work with a view to assisting 
senior Bank management in decision making, as well as 
|. providing a service for the Bank's customers at home 
and abroad. Candidates should possess a good degree 
in economics and relevant work experience. However, 
consideration will be given to graduates without work 
4p experience if they have an exceptional academic 
background. Starting salaries for the posts available fall 
within the range £13,800-£15,200 p.a. 
4  Hrnge benefits include, after a qualifying period, 
© non-contributory pension, bonus and profit-sharing 
schemes, and preferential borrowing facilities. 













+ | | d 
lf interested, please write YOU'RE 
enclosing CV to: 

Ф DEREK GORMAN BETTER OFF 
ECONOMICS DEPARTMENT, tah RAEE eee 
BARCLAYS BANK PLC, TALKING TO 

BARCLAYS HOUSE, 

> 1 WIMBORNE ROAD, AU BARCLAYS 

"POOLE, DORSET BH152BB. 


CTURER/SENIOR 
z LECTURER 
in MARKETING 





An opportunity exists to join one of Europe's leading teams of 
marketing teachers at Cranfield Schoo! of Management. 


The successful candidate will teach and research ina highly 

“stimulating environment. Cranfield’s. MBA Programme has а 
world-class reputation and over 3:000 experienced managers 
attend short-courses in the School every year. 


We are an international school and the person we appoint will also 
have a motivation to develop further Cranfield's involvement in the 
European and global market place. 


We seek applications from candidates with relevant commercial 
and teaching experience, ideally with an MBA ога high degree in 









Marketing. 

The period of appointment will be for an initial period of three 
years. 

Salary within the range £16014 - £20469: or £21489 - £24285 
per annum. 


Informal enquiries may be made to Professor Martin Christopher, 
Head of Marketing and Logistics Group (0234) 751122. 


Application forms are avallable from the Personnel ; 
ent, Cranfield institute O re , Crantieid, 
Bedford MK43 OAL, telephone Bedford (02: 750111 


extension 3335 (answerphone) quoting reference number 
9237H /EC. di: 


Closing date for applications: 9th December 1989: 


| Cranfield School of Management @@ § 
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ERASMUS UNIVERSITY ROTTERDAM 


wot 
























id Faculty of Economics 
Department of International Economics 
hd invites applications for the position of 
* | Assistant/Associate 
» | Professor in 
е International Economics 





The successful candidate will be required to teach under 
graduate and graduate courses in international economi 
and, primarily, to participate in the department's researc 
activities as well as to interact actively with other faculty 
members. Competence in the field of international mor 
tary economics and in applied econometrics is essential. 













Candidates should have a Ph.D. in economics, and intern 
tional publications. A working knowledge of the Dutch 
language within reasonable time is expected. 







Salary range from ай. 3231,— to dfl. 7063, — per month 
for assistant professor, from dfl. 6271,— to d.fl. 8319, — 
per month for associate professor, excluding benefits 
amounting to about one month of salary. Very good 
facilities in secretarial support and computing are 
available. 



























Further information concerning the position may be 
obtained from the head of the department, Prof. Jean- 
Marie Viaene (office 31.10.4081397 or at home 
31.1826.448). Applications in duplicate, stating full 
personal particulars, qualifications, experience andthe — | 
names of three referees should be sent within three weeks ^ 
after publication of this advertisement to the head of the 
department of International Economics, Prof. Dr. 

J-M Viaene, Erasmus University, P.O. Box 1738, 

3000 DR Rotterdam, the Netherlands. 

























COURSES 






















Taking the GMAT or GRE 


exams? 
We CAN help 


Write to: 


Graduate Tutorials, GTAC Associates 
FREEPOST, London W5 4BR 
Tel; 01-993 3983 
















































5050 (ext. 306). 
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oe LONDO 


Sloan Fellowship 
Executive 
Programme 


Nine months intensive development. 
Results that will last a lifetime. 


The Sloan Fellowship is conducted in Europe only 
at London Business School. The other two centres 
are at Stanford and MIT in the USA. 

The Programme covers all aspects of the business 
curriculum together with considerable practical field 
work in Britain, Europe and the USA. There is also 
the opportunity for participants to examine the 
wider issues affecting business decisions. 

The ideal candidates are ambitious, already 
successful men and women in the 30-40 age range 
who are destined to be leaders within their chosen 
organisations. This is a truly international 
management programme. It is likely that the 
majority of candidates will be sponsored by the 
organisation for which they work, but self-sponsored 
candidates are encouraged to apply. 


Information Evenings 
The next programme runs from 1st October 


1990 to 5th July 1991. For those wishing to learn 
more about the Sloan Programme, a series of 
information evenings run by the Director, Dr Paul 
Willman, is held at which you can meet past and 
current Sloans on an informal basis. 

For further details of the Programme and our 
next two information evenings on Monday 27th 
November 1989, and Monday 22nd January 1990, 
please telephone Kate Chalk, Registrar on 01-262 


Company. аннан Ылә 





Kate Chalk, Registrar, London Business School, 
Sussex Place; Regent's Park, London NW1 4SA, UK. 
Tel: 012262 5050. Fax: 01-724 7875. 

Telex: 27461 LBS KOX G. 
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LEARN ТО SPEAK FRENCH BY - 


TOTAL NATURAL IMMERSION 
with French participants for 7 


intensive days in the DORDOGNE 


Chateau LA VALOUZE — 


J. L. Lefevre CIEL.BP.180- 
24490 LA ROCHE CHALAIS, France 
Tel: 5391 44 28 





TEACH Afrikaans Korean 


YOURSELF ЖЕЛ 
TTE 
40 

LANGUAGES ERES 

ITTTBa s 


Creole. Tswana 
Hausa: 7 Turkish 
60-80 Hebrew — Twi 
Hindi Urdu 
Hungarian Vietnamese 
Indonesian Yiddish 
сос taiar Yoruba 
Wa Japanese Zulu 


RING US 
OR WRITE FOR YOUR 
FREE 
CATALOGUE 


Suite 32 j 
ма — 01-937 1647 




























4d Cedex, France. Tel: 31 31 22 01. 
ах: 31312221... 






LEARN | 
FRENCH 


The intensive way and in real 
immersion. This means living in 
one of the most picturesque re- 
“gions of France and really becom- 
ing fluent. Also vacation and | 
learning plan. Cultural pro- 
gramme in Paris. Winter pro- 
gramme on the French Riviera. 
tate age, goal level and time 
available. US transfer credits. 

The French and American Study 
Center, BP 176, Lisieux 14104, 














Fax: 31 









Hotel 
Institute 
for... 


rosam Ma nagement 


Montreux 
Switzerland 
HOTEL - 
MANAGEMENT, 
TOURISM 
DIPLOMAS IN 
ENGLISH 


€ Hote! Courses: 2, 3 year 
Swiss and US Diploma. 
€ Tourism Course: 1 year Swiss 
and International Diploma. 
intakes: January, September. 
Details: 

HIM, Avenue des Alpes 15, 
CH-1820 Montreux, Switzerland, 
Tix: 453261 HIM. 

Phone: 01041/21/9637404. 
Fax: 01041/21/9638016. 





































Courses include: 


© Hotel Term Abroad 


(First year) 


school that is truly internat, 





details. 


x SCHILLER x 





SCHOOL OF HOTEL MANAGEMEN 





c9 Study in Switzerland Qa 


t our hotel management school in Engelberg — 
a top ski-ing and holiday resort. Students study, work and 
live in the Hotel Europe which provides an ideal environ- 
ment for theoretical and practical training in hotel and 
restaurant operations. Language of instruction ~ English. 


© Certificate of Proficiency in Language & Hotel Reception 
9 Hotel Operations Management Diploma 


@ Associate of Business Administration degree (ABA) 


Schiller is the only. university-level hotel management 


Strasbourg, Paris and London offering certificate, diploma, 
undergraduate and graduate degree programs in hotel 
management and many other fi 
















| with centers in Engelberg, 








ids. Write or call for full 


SCHILLER INTERNATIONAL UNIVERSITY 


(Dept Sw1) 
51 Waterloo Road, London SE1 8TX 


` Tel (01) 928 8484 





COURSES 


NATIONAL EXECUTIVE EDUCATION PROGRAMS 


~ Building on four decades of experience, we bring together 
world-class faculty and senior business leaders who live, 
work, or have an interest, in Asia and the Pacific Region. 








Advanced Management Program 

June 24 - July 27, 1990 

A five week program for senior level executives. Participants 
develop fresh perspectives for senior managerial decision- 
making and understanding of the dynamics of doing business 
in Asía and the Pacific Region. 


Executive Field Study in Asia 

May 1990 

An exploration of the-Asian business environment. Program 
brings executives into the boardrooms and assembly lines of 
Asian industries. This experience will enhance their strategy 
formulations for doing business іп the region. 


> International Banking & Finance 

July 1-28, 1990 

A four week program for mid-level executives. Program 
provides comprehensive training in new concepts, institutions 
and modes of financial transactions associated with offshore 
banking and multinational corporations. Includes a week of 
bank visits and seminars in California. 


International Business: U.S. & Asia 

July 1-20, 1990 

A three week program for mid-level executives. Focuses on 
skills development in cross-cultural management, international 
marketing and multinational corporate strategic decision-making. 


Participants in the above programs whose native language is not English must be fluent 
in conversational English and be able to-read and understand substantial study and 
reading assignments. A six week intensive English program starting in May. 1990, is 
available for those who may wish to sharpen their English business language skills. 


| » Japan-Focused MBA 

August 1990 - November 1991 
A full-time accredited MBA program that balances the practical 
and theoretical requirements for successfully doing business 
with the Japanese. This intensive 15-month curriculum 
includes Japanese language and culture courses and an 
internship with a major corporation in Japan. Requirements: 
Accredited bachelor's degree, TOEFL & GMAT. 











Director Telephone: 
Center for Executive Development (808) 948-8135 or 956-8135 
College of Business Administration Facsimile: 

University of Hawaii (808) 944-2037 or 956-3766 
2404 Maile Way, Dept. B Telex: 
Honolulu, Hawaii 96822, USA 8216 UHCED 
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The 
Oxford 
Executive 
Seminar 


27 March - 5 April 1990 











































"My objectives in joining the seminar were 
threefold: Firstly a change of pace and 
environment; secondly an opportunity to study 
and discuss themes which are not given enough 
attention amid the usual short term pressures ` 
and thirdly to gain an insight into the key issues- 
likely to affect the business environment in the 
1990s. There was a high score of achievement 
on all three counts - i came with high 
expectations and these were amply fulfilled". 












This seminar offers an annual opportunity for 
senior executives from various organisations and 
countries to review developments throughout the | 
world with the help of eminent academic and 
business specialists in presentations and 
discussions, and with men and women of simila 
status, but different backgrounds, in syndicate 
and plenary sessions. 
















Current developments to be discussed will 
include: 


e implications of the greening of contemporary 
politics; 


e The effect on business opportunities with the 
Soviet Union of Gorbachev's continuing 
reform programme; 














e 1992: the challenges and.the opportunities 
as the starting date for the "single market" 
approaches. 









Seminar Director: Bob Vause 
Fellow in Accounting 


Price: £4,000 « VAT - Residential 


Enquiries to: Mrs Dorothy Cooke 
Seminar Co-Ordinator 
































Telephone: (0865) 735422 
Telex: 83147 attn TEMCOL 
Fax: (0865) 736374 

la Templeton College 









The Senior 


Executive Programme 


.. With 20 years experience you're in a 
position to benefit from it. 


2. The Senior Executive Programme at London 

Business School is a 4 week programme for board 
level executives seeking to expand their 
understanding of complex management issues. It 
provides a world-vision of corporate management by 
studying 4 major themes. 

"The changing international business 

'environment' is a study of economic, political and 

technological trends, whilst ‘Strategic decision 

making" will help participants react to such changes 

_ effectively. Establishing and running an internal 

fiscal system is explored by ‘Financial management’ 

and, finally, ‘Managing change’ addresses the 
challenges of implementing new strategies. 

. Applicants are expected to demonstrate an 

ability to master a broad range of concepts and 

perspectives. Most, therefore, are in their early 40s 
with some 20 years' business experience. 

The qualitv of the participants, combined with 
the quality of the faculty, means LBS offer one of the 
„most influential Senior Executive Programmes in 
the world. 

The SEP next year will begin on February 11, 

` whilst a second programme begins on September 30: 

- a choice of two, providing flexibility for both 
participants and corporate training structures. If you'd 
like to know more, send off the coupon, or contact 
Geraldine Jackson, Registrar, at the address below. 

It may take 20 years to select the candidates to 
the SEP, but it will take no time at all for you and 
your organisation to benefit from what you learn. 
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Please send me details of: O Senior Executive Programme 
(tick appropriate box) 






О Allother Executive Programmes 






Department of Corporate Releations, London Business School, 
577 Sussex Place, Regents Park, London МУЛ 48A, UK. 
|| Te1.01-262 5050. Fax 01-724 7875. Telex 27461 LBS KOX G. |- 
























Northwestern University 


elloge 


Graduate School of Management 


Named the best U.S. business school by Business Week magazine, 
the Kellogg Graduate School of Management. at Northwestern 
University offers managers the best in executive education. Learn 
from a wide variety of programs tailored to specific management 
responsibilities. Learn from distinguished faculty in the company 
of fellow executives. Learn from the best: Kellogg Graduate School 
of Management. 


General Management Programs 


[J Advanced Executive Program 
76th Session Feb, 1 Mar. 9, 1990: 
77th Session June 17—July 13, 1990 


(J International Advanced 
Executive Program 
26th Session September 3-15, 1990 


Û] Executive Development Program 
22nd Session May 6—25, 1990 
23rd Session July 15— August 3, 1990 
24th Session Oct. 7-26, 1990 


Executive Seminars 


C] Advanced Futures and Options Strategies for 
Professional Financial Managers 
(J Art of Venturing: Entrepreneurship for 
the Businessperson 
L] Business Marketing Strategy 
CL] Communicating with the Japanese 
Business World 
LJ Consumer Marketing Strategy 
LJ Corporate Financial Strategy 
ÛJ Credit Analysis and Financial Reporting x 
L] Decision-Making Strategies for Managers 
C] Developing a Corporate Pension Strategy 
0 Developing Manufacturing’s Strategic Potential 
L] Increasing Sales Force Productivity 
LJ Management Development for Bankers 
LJ Managing Communications for the 
Changing Marketplace 
C] Managing Financial Risk with Futures 
and Options 
Û] Managing Human Resources in 
Restructured Organizations 
L] Merger Week 
[1 Negotiation Strategies for Managers 
Û] Strategic Financial Planning 








For more detailed information, contact 
Executive Programs 

Kellogg Graduate School of Management 
Northwestern University 

James L. Allen Center, 2169 Sheridan Road 
Evanston, Illinois USA 60208-2800 

Or call 708-864-9270 

fax 708-491-4323, telex 821564 


Kellogg 





















` COURSES 


` UNIVERSITY DEGREE 


For Lla; Асен buie menus 
or propio wia want vieni rene 


graduates 
industry. We will assist you in comipleting your 
beu formal clanoee O! seminars & YOU, own pane and Sr 


tid teal adest sic Wa жай hore FIDOS Û R 
cost evaluation. 


: PACIFIC WESTERN ( UNIVERSITY 


DUAE SOS forex: Pid Fax: pum 
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BUSINESS SCHOOL 





[сла MEO CN NM 
Course Development 
Manager 


£11,466 - £18,315 pa incl. 


The Management Development Centre in the 
Business School runs a flourishing post-experience 
programme of short courses for business executives 
and senior personnel. 

We are looking for a Course Development 
Manager to become an integral part of our 
management team; to promote and develop the 
Centre's tailor-made training activities. 

As many of the Centre's courses are.concerned 
with financial markets we are looking for someone 
with a good understanding of this area. The ideal 
candidate will be educated to degree level in 
commerce or business studies. Experience of 
training would be an advantage, but is not essential. 

`` Benefits include generous holiday allowance, 
season ticket loan scheme and excellent sports and 
social facilities. 


To apply, please contact Pippa Bourne, Director 
of Management Development Centre, City University 
Business School, Frobisher Crescent, Barbican Centre, 


London EC2Y 8HB. Tel: 01-920 0111, Ext. 2281. 
Closing date: 4th December, 1989. 
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BUSINESS & PERSONAL 































Leading subsidy 
manuscripts of ali 

| fichor, poetry, juve и 
religious works. atc. New 
comad. Send for tres book 


| Soa van Prea 
reet, Now 


Sarah Hodge Recruitment Consultants 


Need a Top Secretary? 


Call (01)434-0030 
215-217 Oxford St London WTR TAH. 





EXECUTIVE НІ 
57 PONT STREET 
KNIGHTSBRIDGE 

LONDON SWIX OB 
Tel: 01-581 2424 
Fax: :01-589 9456 


WHOLESALERS/ 
RETAILERS 


African Beverage Company seeks internation- 
al Wholesalers and Retail outlets for huge 
weekly supplies of African Palm Wine. Inter- 
ested parties to contact: 

Mike Brooks, African Beverage Company, 
London (UK). Tel: 81-404 5011. Fax: 01-831 
9489. 





US COMMODITY 

PURCHASES? ... SALES? 

Access over 500 worldwide suppliers of 
raw commodities. Locate rare materi- 
als at source. On-line trading or month- 
ly alerts CONTACT: intercom/GEOS, 
4401-134 Connec't Ave, Wash. DC 
20008. Fax US 202-544-0719. 


A LINBAR EXCLUSIVE HOTEL. 


OFFSHORE 
COMPANIES _ 


WILLETT HOTEL 


32 Sloane Gardens 
London SW1W 8DJ 
Tel: 01-824 8415 


Fax: 01-824 8415 
Telex: 926678 


Small character town house off Sloane 
Square. All modern facilities. Full English 
breakfast inclusive of very modest rates. 


ALINBAR EXCLUSIVE HOTEL 













SELLING SKILLS 


For high value, complex services: 
consultancy, technology, research 
etc. Individual and group coaching. 
Intensive, professional, ethical and 
powerful. 


Kendall-Sleath 


Tel 0742 581571. 
Fax 0742 751071. 













ALTERNATIVE 


JÆ LOCAL 


Research initiative 
The Trust's Local and Central Government Relations. 
Research Committee proposes to commission research | 
into the feasibility, distributional consequences and costs 
of alternatives to the community charge. 

Further details may be obtained from Peter John or 
Nirmala Rao, Policy Studies institute, 100 Park Village 
East, London NW1 3SR. Tel: 01-387 2171. 

Submissions are required no laterthan 5 January 1990. | 
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LONDON 
South Kensington 


Luxury fully furnished one and two bed 
flats in quiet cul-de-sac off Queens Gate. 
Resident manager, direct dial telephones, 
video security and colour TV. Weekly 
rates from £266 to £560 plus VAT. 


FULL DETAILS: TEL 01-225 0184. FAX 
01-225 0280. TELEX 893095. 


CUT THE COST OF 
YOUR STAY IN LONDON 


Take а — наси service 
Fly ешрде 


tsbri near Harrods. 
SIN 


bathroom, 

M Pe heating, elevator. 

Service 

45 Ennismore VÍNDON SW7 
Tel: 01-584 4123. Telex 295441 (Ref KSF) 


Brochure by airmail. 


PARTNERSHIP / 
JOINT VENTURE 





recommended 


to make appropriate enquiries and 
take нейн advice before send- 
ing any money, incurring any ex- 
pense or entering into a binding 
D. Тикен Mp 
е mis Г 
Limited shall not be liable to апу 
и for loss or damage incurred 
~ аѕ АА gd of ego 
pollen ng or offering to accept an 
invitation contained in any advertise- 
ment published in The Economist. 


BUSINESS & PERSONAL 


US IMMIGRATION 


Licensed attorney. 
Practice limited to US immigration law. 


bag get du Law 
125 Mà Main St, Westport, 
Tel: (203)226-1223. Fax: (20394547890 





We are available for assignments 
in Liaison, Research 


WESTERN STATES 
ENTERPRISES 


Po Box 8417 
Salt Lake City, Utah 84108, USA 


USA: 12% RETURN 


Package of three US income proper- 
ties, credit tenant, long term NNN 
leases. US$1,250,000 firm. US visa 
possible for qual. investor. Reply to 


SWISS CONSULTANT 
GROUP (USA) INC 
Fax +1 813 254 0013 


We are a European/Oriental organisation 
promoting trade, joint ventures and in- 
vestments between the EEC and Asia-Pa- 
cific. We assist small to medium sized 
companies in sales and distribution of 

and services via local 


Pen Lopon a 
li 
WI ave for money би apartments offer as 
savings compared to hotels 
з Frames рав ноот, ace. M 
central 
ay ourist Board Approved " 


T: 
ШО Ashburn Garden Apartments W 


nm 3 Ashburn Gardens. 
VOL meia m 
Tel: 011-441 370 2663 
Fax: 011-441 370 6743 all 
m BEN UG РЧ HUS mv 


LUXURY SERVICE APARTMENTS 
CENTRAL LONDON 


Well sited for theatres, business and late night 


shopping. Individually furnished studio and 
onc сеси apartments for rental from £220 
to £550 per week. Minimum stay one month, 


N BLOCK 
NTRIES 


San жилы 


eeu E uh 
Tel: 604 685 4335 Fax: 
Telex: 04 54654 VCR 








2ND PASSPORT/DR LICENCES. Any 
Country, various reports on how to 
obtain them. INI, 26 Kleomenous, Ath- 
ens 10675, Greece. 





SHIRTS FOR THE CONNOISSEUR. 
Made to measure and hand cut from 
fine fabrics. Details and free sample 
materials from Seymours Shirts, Free- 
post, Dept 29, Bradford BD1 1BR. 









BACHELOR, MASTER, € 
ан DESNE r degree, о dates ser 
credit toward classes, tem 





SANIBEL ISLAND 
FLORIDA 


Large, airy private home. Two bed- 
rooms, three baths, pool, tennis. 
Two minutes to Gulf of Mexico 
beach. National Bird Sanctuary 
nearby. Available April 25-May 25. 
Write Owner, PO Box 1416, Sanibel, 
FLA. 33957, for pictures and details. 


ITALY 
CASTLES IN THE SKY.—Or villas in the 
vineyard. The best city or country 
rentals all over Italy. American special- 
ist based in Rome will help design the 


perfect holiday. International Ser- 
vices, Piazza di S 35, 00187 

Italy. Tel: 1-39-6 LE 
0288. In US call (212) 794-1 





EXPATRIATES—FREE copy, unique 
expat newsletter. Write: Expatworld, 
box 1341 Raffles City, Singapore 9117. 





START an Import/Export Agency. No 
capital or risk. Immediate access to 
profits in world trade. FREE booklet. 
Westlink (C), 55 Constitution Street, 
Edinburgh EH6 7AY, Scotland. 





RARE BONDS FOR THE COLLEC- 
TOR. Decorative certificates for fram- 
ing. Send for our brochure. GKR Bonds 
Ltd, PO Box 1, Kelvedon, Essex COS 
9EH. Tel. 0376 71138. 





INVESTMENT IN MEXICO: Advice for 
forming companies, joint ventures, tax 
planning, permanent address for doing 
business in Mexico. Grupo Cadmo, PO 
Box 5-127, Mexico City. Fax 905 545- 
37-48. 





OVERSEAS POSITIONS. Hundred 





PANAMANIAN CORPORATIONS pro- 
vide complete confidentiality and zero 
tax liability. We offer company formation 
services on a fast, reliable and competi- 
tive basis. H. |. Darlington, POB 1327, 
Panama 9a, Panama. Tel: 23-0834 or 
23-4819 (evenings 23-6779). Fax: 
234936. 















The City 
Antiques & 


November 21-26 
Barbican 
Exhibition Halls 
London EC2 


Tuesday 2рт-8.30рт 
Wed-Fri 11am-8.30pm 
Saturday — llam-7pm 
Sunday 11am-5pm 


To be opened by the 
Lord Mayor of 
London 


Seminars on various 
aspects of antique 
collecting will be 
held daily during the 
fair 

Raymond Gubbay 
Exhibitions Ltd 

Tel: 01-441 8940 


Sponsored by 


The Baily T 






m A 


of London 
Fine Art Fair 
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| agency, says London offers better communi- 
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OUTPUT, DEMAND AND JOBS Britain's retail sales were up just 0.3% in the year to October. In 
West Germany they were also little changed, up 0.6% for the year to September. In Japan, retail 
sales rose 7.796 in the year to July. Spain's unemployment rate edged down further in October to 
16.5%, but remains one of the highest in Europe. In the same month, Australia's unemployment 
rate fell to 6,0%, but Canada's rose slightly to 7.496. America's industrial output went up 1.4% in 
the year to October; Britain’s fell by 0.4% in the year to September. 
























































% change at annual rate 
coe industrial production GNP/GDP retail sales [volume] unemployment % rate 
| Cor $mthst Туваг 3 mthst 1 year 3 mthst 1 year latest year ago 
| Australia +55 di + 35 о 6.0 оа 69 
Belgium +34 ^ 4 08 At 105 se" 114 
+03 ШИ" 74 а 79 — 
* 81 ETA Dee 95 sw 102 
* 85 + 0.6 sep 78 oa 8.6 
+ 88 +56 “= 02 rei 58 ag’ 63 
+ = 71 Dect 166 se" 16.1 
+ 15 + 77 м 22 se 25 
+ 44 + 97 sw 16.5 oc 18.9 
— 71 — 13 м 15 sat 17 _ 
—219 + 13 мі 05 s 08 
mS +70 + 03 о 60 sp 77 _ 
A +07 + 41 Sep 53 o — 53 











Value index deflated by y CPI." * New series 


MUNERE — — — 0 M M M—M————— 
PRICES AND WAGES Japanese workers had a 4.696 pay rise in the year to September—a real rise 
of 2.0%, after allowing for consumer-price inflation. West German workers’ 3.8% pay rise for same 
"| period was the equivalent of only a 0.7% real rise. The 6.1% rise in Italian pay in the year to August 

` meant a 0.6% real-wage cut. In both Britain and America wholesale prices rose by 4.9% in the year 


"|. to October. Spain's consumer prices rose by 7.1%, and Sweden's by 6.4%. 


















































wholesale prices* wages/earningst 
__3mthst —— year 3 mthst 1 year 
8 +10.3 +76 м +63 +76 м" __ 
| ; __+ 82 + 7.4 de nl +48 ш" 
Canada 559 +52 se ~ 06 + 1.6 so +17 + 5.7 м 
France + 27 + 3.4 sep _+ 26 + 81 o2 + 5.2 + 39 ww* 
W. Germany + 05 + 33 о + 08 + 3.0 зр + 1.9 + 38 x 
Holland + 33 + 14 оа _ її __ +28 as + 16 + 1.6 Sep 
May — — t 46 + 68 оа + 28 + 6.1 ^. + 8.1 + 6.1 Аад" __ 
Јарап + 06 + 269 *13 +33 o +42 +46 sep 
Spain +97 +71 of _ +39 +42 sep + 27 + 6.3 эш 
Sweden +55 +64 o +23 +66 +148 +10.7 Aug” 
Switzerland + 27 +37 о - 08 + 39 sep +15.7 + 3.6 о" 
UK + 38 + 78 sep + 47 + 49 оа + 5.3 + 8.8 mg 
A + 42 + 5.0 sep ~ 0.1 + 49 оа + 54 + 40 o 








„uly wage rates in manufacturing except Australia, weekly eamings; Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly 
earings; UK, monthly earnings for ай employees. 


тилилин ннан аланынын ——-——————— ———————— ———————————————— 
W OFFICES TO LET With the integration of 
the European Community’s markets after 
1992, competition between cities to establish 
themselves as-Europe's financial centre is 
intensifying. London claims that title; dereg- pei dq fra year 
1 ulation.in West Germany, France and Spain Tokyo. 400 
115 advancing the claims of Frankfurt, Paris ү 65 
апа Madrid. One factor will be the availabil- | ' 
ity and cost of office space. The chart 
compares total office space and vacancy 
“rates in the world's present financial centres 
of New York, London and Tokyo with Lon- 
don's three emerging European rivals. Paris 
seems to be the major threat. Office space 
there, as in Frankfurt and Madrid, is cheaper 
than in London. But Savills, a (British) estate 


cations and a deeper pool of professional 
and clerical labour. 





Footnotes applicable to all tables. Al! figures seasonally adjusted except * not seas. adj. t Average of latest 3 months compared with avg. of previous 3 mos, at annual rate. aa nol avaliable. 
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p COMMODITY PRICE INDEX 1 
Led d strong Ripe ; 


months to n in April 1988, “This year 
thanks to slowing demand, the index 
fallen nearly 30%. Copper prices 
remained relatively high due to a series: 
strikes. Aluminium prices, down 30% this 
year, look ready to turn up again: stocks 
the LME have fallen 94,375 tonnes to 42,350 
tonnes since the end of 1988. Demand for | 
car batteries pushed lead to an eight-year | 
high in October. Overproduction has wiped 
out the earlier recovery in tin prices. 
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All 
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Sterling index — 
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WR LATIN AMERICAN BOURSES Provided | WORLD BOURSES Tokyo drifted to a new high. European bourses regained ground lost the week 
they got their timing right, dollar-based | before. London rose 1.7%, Paris 2.4%, Amsterdam 2.0% and Zurich 1.2%. As the Berlin Wall fell; 
investors in some Latin American stock- | Frankfurt rose too, by 4.9%. Stockholm and Madrid bucked the trend. 
markets have profited handsomely since the | Stock price indices % Change on 
beginning of 1988—despite the region's Nov 14 ..189  —. one one record 31/12/88 
economic difficulties. But the proviso is a big high pu = due ч неу 28 
one. Brazil's stockmarket more than trebled | 2ай "1633.7 1781.8 134128 — — 09 + 73 292 +68 +29.8 
in dollar terms by April this year, but half that | gi. 64619 ^ 68053 85/03 1 38 4 £817  — 80 ^ wie 
gain was lost by November. Rapid inflation | Ganada ^ 3943: 4037.8 33505 +05 4215  -—41 — 4192 — 
makes investing there risky, as currency. | France 75127 561.6 417.9 +24 +4 —67 +4 4191 
devaluations can badly dent rises in share | W.Germany 18706 20568 15957 +49 +184  -179 4182 +87 
prices. Argentina's stockmarket has had a | Holland 192.0 210.5 166.7 +20 +227 — 8.8 +158 +? 
roller-coaster ride for the same reason, Hongkong 2779.6 3309.6 20936 + 15 + 82 729.6 t 34 + 34 
although on its latest dip it is still almost 3} | "av —— 656.3 734.8 E Е СВАО. TRT FHT +73 
limes higher in dolar tems than it wasin | ime... 8788 ae э жы Ru E +з 
January 1988. Мехісо апа Chile, which have South Africa — 2579.0 2838.0 1961.0 + 09 +394 — 91 4320 +292} 
healthier economies, have given dollar- | Span 2992 3289 2686 -068 + 50  -— 90 +90 +53 
based investors a smoother ride. But à | Sweden (410034 46603 33339 — 08 +302  -119 1192 4130 _ 
dollar-based investor who entered Chile in | Switzerland 7322 829.1 6131 +12 £291  -17 43 48 
January is sitting only on the same 19% | UK 22147 2426.0 17828 +7 ^ - 209  — 94 32838 F80 
USA 2610.3 2791.4 __ 21446 + 05 + 25.7 — 6.5 +20.4 -+20.4 





gain as one who bought in September, І 
| Convered al financial ale 
MONEY AND INTEREST RATES Short-term interest rates fell in Britain and. eased tower in 
America. Long-term government bond yields rose in West Germany. The narrow measure of Japan's 


money supply rose by 2.6% in the year to September; its broad money increased by 9.6%. 















































Money supply Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 

% rise on year ago Money market Commercial banks Bond yields Eurocurrency 

Narrow Broad Overnight 3months Prime Deposits Gov't Corporate Deposits 

[M1] E lending 3months long-term Tet 3 months е 
Australia + 55 +290 1630 18.27 2050 1800 1322 1422 1781 1434 
Belgium +57 +610 950 981 1225 981 925 ^ 905 994 913 
Canada +48 +111 os 1238 1235 1350 1235 944 1020 1200 1123 
France +52 +74 w 931 1025 1050 1038 913 — 966 103! 995 
W. Germany + 47 — + 51 se — 770 775 950 760 795 ^ 800 838 769 
Holland ^ + 66 +124 mg 831 848 1025 8.48 788 824 850 774 
italy +80 +97 1 1263 1313 1400 па 1227 1172 1238 1140 
Japan * 26 +96 s 591 573 488 — 204 555 609 681 5.88 
Spain *138 +146 se — 1517 1531 _ 1825 775 1286 1392 1413 һа 
Sweden ^ na + 65 m 1080 1220 1250 1179 1173 1252 1200 1172 
Switzerland — 5.7 +57 ag 70 788 850 725 545 61 800 621 
UK * 45 +173 s» 1238 1494 1600 1499. 1001 1186 1497 1143 
USA  - 03 +39» 844 835 1050 836 790 901 850 851 








Other key rates in London 3-mth Treasury Bills 14.5%, 7-day Interbank 14.8%, clearing banks’ 7-day notice 4.0%. Eurodoll 
tates (Libor): 3 mths 8.5%, 6 mths 8.3%. : N 
{М1 except UK MO; M3 except Belgium, Holiand, italy and Sweden M2, Japan M2 plus CDs, UK M4, Definitions of interest rates quoted available on request, 


Sources: Banco Bilbao Vizcaya, Chase Manhattan, Banque de Commerce (Belgium), Credit Lyonnais, Credit Lyonnais Bank Nederland, Svenska Handelsbanken, 
ANZ Bank, CSFB, The WEFA Group. These rates are indicative only and cannot be construed as offers by these banks. т 


TRADE, EXCHANGE RATES AND RESERVES America’s foreign-exchange reserves rose to $57.4 billion at the end of September, an 11.896 rise over 
August's figure and a 56.3% rise on a year earlier. Britain's reserves, at $37.5 billion, were 1.4% higher than for August, but 10.196 below 


. September 1988's level. Japan's reserves fell to $85.1 billion, 2.6% down from the previous month and 5.8% down from a year before. In trade- 
weighted terms, the yen and the D-mark were unchanged on the week, sterling rose 0.596 and the dollar 0.396. 






























































trade balancet current- trade-weightedti currency units per $ currency units foreign reservestt 
$bn account exchange rate $bn 
latest latest 12 balance $bn 
month months latest 12 mths latest year ago latest year ago реге per SOR per ecu Sept year ago 
Australia 0.49 sp — 43 ~ 155 se na na 127 117 201 1601 — 141 a3 128 
Belgium - + 019 à + 12 + 32m 1073 107.0 38.8 36.6 ^. 614 49.3 43.1 10.2 86 
Canada +017 4 + 57 — 131 ш 105,3 97.2 117 124 1.85 149 130 15.7 188 
. France (— 4374 — — 69 > AB 1009 1000 6.27 596 — 3992 759 698 258** 293 
W.Germany +610 sp + 759 +552 s» 1152 — 1144 1.85 175 292 236 208 877 _ 678 
О + 587m 1119 — 1115 209 197 3.30 2.65 2.32 16.2 146 
“= 54 ost 99.3 97.3 1353 1298 2140 1721 1504 46.9 29.1 
878 Sep 1356 1525 (M4 3 Z 227 182 159 851 903 
— 92 sep 1041 997 117 115 185 149 130 427 33.9 
— BB m 95.8 95.4 6.46 6.08 102 8.20 717 n4 — 84 
+ 67 x 1055 11186 163 1.46 2.58 2.07 181. 21.5 23.8 
352 sm 89.1 96.4 0.63 0.55 — 080 070 875 — 47 
USA —1077 эв —1129 1224 = 70.0 65.2 x — _ 158-127 in 574 36.7 








Australia, France, Canada, Japan, UX and USA imports fob, exports fob. All others cil/fob. $4 Bank of England index 1885 = 100 New series. Ff Excluding gold. ** August 11988 
Registered as a Newspaper. Produced by The Economist Newspaper Ltd., London, England, and printed in Singapore by Times Printers Pte. Ltd. 
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The editors of The AMEX Bank Review are pleased to announce the winners of the 1989 Essay Competition in 

international economics and financial markets, beld in memory of Robert Marjolin, A former adviser to the 

Review, Professor Marjolin was the first bead of the OECD (then the OEEC), Vice President of the European 
Commission, and one of the leading architects of the European Community: 







The first prize essay and abstracts of the second and third prize essays are now published in the Review's Special 
Paper series, available from the Editors. All the essays will be published early in 1990, 
jointly with Oxford University Press. 






























FIRST PRIZE $25,000 


John H. Makin 
American Enterprise Institute 
“International ‘Imbalances’: The Role af Exchange Rates” 


SECOND PRIZE $10,000 THIRD PRIZE $5,000 


Giorgio Gomel William R. Cline 
Banca d'Italia Institute for International Economics 
"US External Debt and Systemic Implications for tbe Dollar" "From Baker to Brady: Managing International Debt” 


SPECIAL MERIT AWARDS $2,000 


John D. Nash . PaulMortimer-Lee 
World Bank Bank of England 
“Export Risk & Capital Movements: The Theory of Asset Swapping” "Globalization and Economic Policy Formulation" 


Davin A. Mackenzie Cory Highland 
Strategic Planning Associates OECD 
"Stock Markets and tbe Balance of Economic & "Aid for Business in Developing Countries: Who's 
Political Reform in tbe People's Republic of China” Doing What and What More Can Be Done?" 


Przemsiaw Gajdeczka, Daniel E Oks Robert M. Feinberg 
International Monetary Fund / World Bank The American University/ US. International 
"Domestic Deficits Debt Overbang and Trade Commission 
Capital Outflows in Developing Countries" "How Have Exchange Rate Fluctuations Affected US Prices?" 


: : Jeffrey 1. Herbst H. Stephen Gardner, Steven L. Green 
Woodrow Wilson School/Princeton University Baylor University 
“Structural Reform and Debt in Africa” “Restructuring the Ruble: Prospects for Convertibility" 


AWARD COMMITTEE 


Professor Raymond Barre, former Prime Minister of France, former Vice President of the European Commission; 

Lord Roll of Ipsden, President, $G. Warburg Group plc; Bruce MacLaury, President, The Brookings Institution; 

Professor Peter Kenen, Princeton University; Babram Nowzad, Chief Editor, International Monetary Fund; Kevin 
Pakenbam, Chief Executive, Jobn Govett & Co. Limited; Richard O'Brien, Chief Economist, 





American Express Bank Ltd. 
a THE 1990 COMPETITION 
| = Details of the fourth annual essay competition will be available in early 1990 from the Editors of The 
і AMEX Bank Review, American Express Bank Ltd., 60 Buckingham Palace Road, London SWIW ORR. 
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How Do You See Hyundai? 


You probably picture Hyundai as a maker of affordable, high- 
quality cars. 


That picture's not wrong. Just incomplete. 


Those who work with advanced computers, ships and nuclear 
power plants have a better idea of our scope. 


In fact, you'll find the Hyundai name behind sophisticated 
engineering projects, petrochemicals, robotics, and satellite 
communication systems, among other exciting and diverse 
industries. 


Which is why, in Korea, Hyundai has become a symbol of our 
nation's economic progress. 


So by all means, remember our cars. But don't forget the big 


picture. 


K.P. O. Box 92 Seoul, Korea 
TLX: K23111/5 FAX: (02) 743-8963 
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backs. Natural curare lowe 


Shot silently through a simple 
blowpipe, the curare tipped 
arrow barely penetrates the skin. 
Yet its every strike is fatal. 
Wittii "30" seconds the victim's 
muscles relax so completely that 
breathing stops. 


For centuries, South Amer- 
ican Indians have used the dead- 
ly poison when stalking their 
prey. Then, in 1942, surgeons dis- 


"covered that a tiny measure of 


curare, combined with moderate 


amounts of ether, could relax 


a patient's muscles more effect- 
ively than massive doses of 

And with two 
important advantages: better 


ether alone. 


anaesthetic control and fewer 
postoperative complications. 


But there were also draw- 


patient's blood pressure апан 
cause allergic reactions. So AV 
researchers developed a pre 
paration which relaxes muse 
more efficiently and with 
far fewer side effects. This 





TO SAVE LIVES. 


ution quickly became the most 


Mely used muscle relaxant in 
sstern medicine. And it helped 
ske anaesthesiology the exact, 
@h-tech science it is today. 
Each year, we allocate some 
$150 million to medical 


research, with emphasis on dia- 


gnostics, gynaecology, cardio- 
vascular diseases, cancer-control 
and of course anaesthesiology. 
We are making similar ad- 
vances in the fields of chemicals, 


fibres, polymers and coatings. 


With 70,000 people in 50 coun- 
tries, we rank among the world's 


€ 
ne —À 


AK ZO 


largest chemical companies. 

For further information: 
(31) 85 66 36 33. Akzo nv, 
P.O. Box 9300, 6800 SB Arnhem, 
the Netherlands. 





“WE DID IT. FIRST TIME ROUND. AFTER ALL THOSE YEARS WE SPENT 
TOGETHER AT SCHOOL, I KNEW WE'D MAKE AN UNBEATABLE PARTNERSHIP.” 





OMEGA. The watch that records the world's significant moments. 
At the Olympic Games. In outer space, And exclusively for you. 


Here is the Omega Constellation in stainless steel and 18K gold. € 
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Gatecrashers’ Europe? ....................... 
The price of quality television ............... 
Teeth for Нопркопр ......................... 
Welcome, unsynchronised economic growth 
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Embryo research: A time to be born ........ 
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WORLD POLITICS AND CURRENT AFFAIRS 


SCHOOLS BRIEF 
63 A beautiful machine 


ASIA 
25 Japan's rising sun in Russia's Far East 
26 Japanese women strike back 
26 Cambodia’s faltering non-communists 
27 Gandhi's uphill election struggle 
28 Setback in Mindanao for Mrs Aquino 
28 Don't be so international, China tells Hongkong 
30 Another downward twist for China's economy 


AMERICAN SURVEY 
31 The economy's slow puncture 
32 Eleventh-hour budget 
32 Indian stereotypes in sport 
37 Commemorating Armenian genocide 
37 Defence cuts in the air 
38 Vermont's public-private university 
38 Animals in experiments 
39 Muddle about IRA 
40 Idle Red River 
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Volume 313 Number 7630 
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AMERICAN HEALTH CARE 
17 Paying more and getting less 
79 BUSINESS THIS WEEK 
BUSINESS 
81 Software giants face a challenge 
82 Clogged runways 
82 Crowded skies 
85 Economics focus: Controlling acid rain 
86 Alan Bond teeters 


87 Why Eastern Europe is hooked on countertrade 
88 Russia’s missing oil exports 

88 Texas Instruments’ Japanese patent victory 

88 Gannett looks for son of McPaper 


FINANCE 
95 Down and out on Wall Street 
96 Dog days in the City 
97 Marker focus: Financial firms flounder 
98 Job losses at TSB 
98 Britain's property slump 
99 Mismanaging corporate property 
100 Japan halts its budget-deficit financing 


Gatecrashers’ Europe? 


The Twelve can continue their 
Community party without l 
turning their backs on reformers |f 
from the east, page 11. Ways in 
which the EC might develop, 

page 61. The drift to 

reunification in the Germanies, | 
page 56. Prague autumn or y 
Prague spring?, page 55. A new 
lease of life for countertrade, 

page 87. 


Teeth for Hongkong 
Britain should do what it can to | 
promote democracy in its 

colony, page 13. Present and 
future rulers at odds, page 28. A | 


guarantee for Hongkong 
investors against the China 
factor, page 105. 


All change in software | 
Big software houses encourage a jj 


challenge from the little guys, 
page 81. 


43 ElSalvador's power struggles 
44 The finalists in Brazil 

44 Colombia and its Indians 

49 Apartheid's death squads 

49 Japan's aid to Africa 

50 Hafez Assad and Lebanon 
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55 Here come the Czechs, at last 
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109 The two-stroke future 
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131 Output, jobs, prices, commodities, bourses, in- 
terest rates, trade, currencies, plus a closer look 


LL MISI ind 
Crowded runways 
More misery for air travellers 
unless air traffic everywhere is 
better directed, page 82. 
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60. The Swiss and their army BOOKS AND ARTS 
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117 China's cultural pessimists 

118 When Mormons sing 
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119 The East End's renaissance 


61 A new government for Greece 
61 More powers for the European Parliament? 
62 Europe's new geometry 
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16 The Tories' legislative plans 
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Costly care, poor results, 
pages 17-20. 
Acid-rain gain 


An economic way to make 
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Sin—Your November 4th ibas 
ed. disgraceful knocking 
on Sir Alan Walters. You 
complimentary accounts 
of his abilities as “laughable” 
d substitute your own faint 
aise. Here are some of your 
ions. He wrote the first sys- 
atic account of the econo- 
etrics of production functions. 
beat Robert Lucas to the gun 
ith the first article applying ra- 
ynal expectations to macroeco- 
mics. In monetary economics 
was the first to do serious 
k on British relationships be- 
ee money and output. As an 
t, he has been continu- 
usly successful in posing prob- 
and relevant solutions. in 
lear-cut. terms. that. ministers 
d understand; above all, he 
been proved right on innu- 
erable occasions—on the 1981 
ес, on linking British Rail 
tion to productivity, 
uth training and lately on 
isco of Mr Lawson's mone- 
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In short, he has made original 
contributions to our subject and 
shown skill in its application at 
the highest level. Your article is 
offensive and brings your judg- 
ment of economists into 
disrepute. 

PATRICK MiNFORD 
Liverpool University of Liverpool 





Sir—Like the ems itself, your 
Economics Focus on pegging the 
pound to the D-mark is half- 
baked. Mr Lawson not only de- 
nied himself the additional in- 
struments of policy he needed, 
he also denied himself credibil- 
ity. He attempted to peg sterling 
to DM3.00 in 1987-88 for no ap- 
parent reason other than it was a 
round number and/or the ex- 
change rate had been there for a 
while. There was no economic 
analysis as to whether this was 
an appropriate or sustainable 
rate. Between late 1987 and late 
1989 he has variously wanted 
the pound stable, down and up. 
The foreign-exchange markets, 
therefore, had no official "an- 
chor" upon which they could 
rely. 

Pegging the pound to the D- 
mark “makes sense" as you 
claim only if (a) it is being pegged 
at a rate broadly consistent with 
the economic fundamentals; (b) 
there is a transmission mecha- 
nism which somehow translates 
a pegged rate into a lower do- 
mestic inflation rate at an ac- 
ceptable cost in terms of lost out- 
put and jobs; and (c) the British 
government cannot be trusted 
with the responsibility of policy- 
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making. To date, there is no 


British evidence for (a) or (b). As 
for (c), Mr Lawson’s one-club 
golfing has now given way to 
someone playing with at least a 
half-set. Let’s see whether infla- 
tion falls or not with a flexible D- 
mark/pound rate before we stuff 
ourselves on an ERM-hamburger. 

Davin MORRISON 


London Goldman Sachs 


Six—Your snide remarks about 
Sir Alan Walters are typical of 
the current attempts by support- 
ers of pegging the pound to the 
D-mark to substitute personal 
abuse for argument. 

Elementary economics will tell 
you that the excess demand en- 
gendered by the Lawson boom 
was bound to lead to an appre- 
ciation of the real exchange-rate 
and a trade deficit. The required 
real exchange-rate appreciation 
can occur with a rise in the price 
of non-traded goods (notably 
housing) or in the nominal ex- 
change rate (or some combina- 
tion of the two). Upward pres- 
sure on both housing prices and 
the nominal exchange rate were 
apparent from 1987 when the 
Lawson boom got under way. By 
pegging the pound Mr Lawson 
ensured that the required real 
exchange-rate appreciation took 
place through a larger increase 
in the price of non-traded goods 
than would have occurred if the 
nominal exchange rate had been 
allowed to appreciate. Equally, 
reducing demand must be ac- 
companied by a real exchange- 
rate depreciation. This is most 
simply brought about by a fall in 
the nominal exchange rate— 
and that is the only way if the 
price of non-trade goods, par- 
ticularly labour, cannot be cut 
for institutional reasons. 

Against you, Mr Lawson, the 
brothers Brittan, and sundry fi- 
nancial journalists, Sir Alan is 
right in arguing for a floating 
pound and tight money to re- 
duce excess demand. 





Deepak LAL 
London University College 
— 

Singapore replies 


Sig— The Economist is entitled to 
its view of the Singapore govern- 
ment (November lith), but it 
should get its facts right. 

Mr J.B. Jeyaretnam was not 
barred ftom parliament for an 
offence over election costs, but 
because the сни convicted 






him on a criminal charge of mak- 
ing a false declaration. He failed. 
to reflect in his party accoünts 
three cheques which he had re- 
ceived from donors. 

Mr Anthony Lester was ex- 
cluded from practising in Singa- 
pore courts for abusing his privi- 
leged access to a detainee as her 
counsel, and then campaigning 
in Britain for her release. Barring 
Mr Lester in no way impeded his 
client’s legal case; she is now rep- 
resented by another oc, Lord 
Alexander of Weedon. 

Mr Francis Seow. left .Singa- 
pore for America after promis- 
ing to return for trial Оп charges 
of fraudulent evasion of income 
tax. He did not return. His coun- 
sel produced in court medical 
certificates from his human- 
rights doctors, who claimed that 
Mr Seow had a serious hear 
condition which prevented him .. 
from flying long distances. This 
excuse collapsed when the pros- 
ecution produced evidence that 
Mr Seow had made many air 
journeys in the United States, 
including one from Seattle to 
New York. 

In Singapore, as in Britain, 
the prime ministership is not he- 
reditary, nor is succession at the 
disposal of the incumbent. Mr 
Goh Chok Tong was chosen not 
by Mr Lee Kuan Yew as a seat- 
warmer for his son, but by the 
Central Executive Committee of 
the People's Action party as its 
next leader. All ministers, in- 
cluding Mr Lee Hsien Loong, 
supported Mr Goh. That is why 
Mr Goh will be succeeding Mr 
Lee Kuan Yew as prime minister 
when Mr Lee retires next year. 

MATTHIAS Y 
Political Secretar, 
to Goh Chok Tong 
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WORLD COMMODITY 
OUTLOOK 1990 


Food, industrial Raw Materials, 
Feedstuffs and Beverages 


Two separate surveys analyse the 

for hard and soft commodities in 
1990. Commodity by commodity studies 
assess likely trends in supply, demand and 
prices. For each commodity there is a 
Statistical summary giving a worldwide 
picture of production, consumption and 
trade. An introductory-chapter in each 
survey looks at the implications of world 
events and shifting global trends on 
commodities. 


Price per report including postage: 

UC & Europe £125; North America US$235; 
Rest of World £128. 
The Economist Intelligence Unit 


: ing Dent (EDX) 215 Pat Avenue Sou 
40 Duke New York, NY 10003 
tandon WIA A TOW, UK 
Tek 01-498 8711 
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EXECUTIVE FOCUS 


APICORP 
Gee Pul Ш ёны oS all 


APICORP is an inter-Arab Corporation established by the 
member states of OAPEC to finance and invest in petroleum 
sector projects. 














The Corporation based in Al-Khobar — Eastern 
Province, Saudi Arabia would like to make the 
following appointment: 


SENIOR ECONOMIST 


APICORP participates in the equity capital of 
petroleum and petro-chemical projects and it extends 
commercial loans for their execution or expansion. 


The successful candidate will prepare feasibility studies 
for petroleum/petro-chemical projects and financial 
modelling and country risk analysis. He will carry out 
research and participate in preparing papers on macro 
economics with special reference to petroleum 
economics for Arab and [International specialised 
symposia. 


The applicant should possess the following 
. qualifications: 

.* М.А. Economics, preferably with a Ph.D., from a well- 
recognised university/institute; 


* Ten years experience gained within the petroleum industry, 
an internationally oriented financial institution or a 
multinational corporation with exposure to petroleum 

: business; 

* Familiarity with computer based econometric modelling 

© and database management; 

* Research of publishable quality in a field of relevance to the 
petroleum/petro-chemical industry; and 


* Proficiency in both Arabic and English languages. 


The successful applicant, preferably not older than 40 
years, will join a team of highly qualified and 
experienced professionals of different nationalities. 
Appointment will be for an initial 2 year contract, 
renewable. In addition to the substantial tax free salary 
payable in Saudi Riyals, there is a comprehensive 
benefits package which includes accommodation, 
transportation and education allowances, medicare, 
relocation expenses and contributory pension scheme. 


Applications in strictest confidence, giving relevant 
details of personal and career history, may be sent to: 





The Administration & Personnel Manager 
Arab Petroleum Investments Corporation, 
P.O. Box 448, Dhahran Airport 31932, Saudi Arabia 
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Banking and Financial Execut 
International Marketing Focus 





Executive Director 
Ù | Asia Pacific Banking and Finance 


Institute, Vancouver B.C. 





The Asia Pacific Banking 
and Finance Institute is a 
newly established, non- 
profit society seeking to 
bring together Canadians 
from the international world 
of finance and their Pacific 
Rim counterparts to focus 
on the way in which execu- 
tives in the Pacific Rim 
make strategic financial 
decisions. Jointly funded by 
the Government of Canada, 
the Province of British 
Columbia, through the Asia 
Pacitic Initiative and the 
private sector, the institute 
will draw on the expertise 
and talent of a wide range of 
experts on Pacific Rim 
finance, culture and history 
to develop a dynamic cur- 
riculum and finely crafted 
programs. Senior execu- 
tives will have the oppor- 
tunity to participate in work- 
shops and seminars to 
prepare them for the rapidly 
changing international 
economic and business 
environment and to estab- 
lish life-long bonds with 
their Asian counterparts. 
The Institute's program will 
complement the networking 
activities of the Asia Pacific 
Foundation of Canada. 

The new Executive Direc- 
tor will play a leading role in 
developing and implement- 
ing the annual four-week 
executive program; will 
oversee the preparation of a 
detailed and extensive 
curriculum for each element 
ofthe program from avail- 
able university, government 
and business resources; will 
identify and recruit members 
of the Institute's Inter- 
national Advisory Board; 
and will design and imple- 
menta comprehensive 
marketing plan aimed at 
senior executives in the 
international financial 
community. 





The ideal candidate will: 
bring to the position 
public or private sector 
experience inthe fiaide ot . 
banking.or financial 
services combined with 
excellent market! : 
organizational and iter. 
personal skills as 
knowledge and cu 
understanding of Asia 
and other countries. An 
understanding of the 
academic world would be 
a definite asset. You enjoy 
travel. You are entre- 
preneurial, An innovator. 
Acommunicator An 
adventurer. A leader. The 
chance to break new 
ground in propelling the 
institute onto the inter- 
national scene appeals to 
your sense of challenge. 
You believe this unique 
opportunity would com- 
plement your extensive 
experience representing 
either an exciting step in 
your personal and protes- 
sional.developmentor the 
perfect finale to a dynamic 
career. 

investigate this. chaj- 
lenging opportunity by 
calling or submitting your 
resume in confidence to: 
Kyle Mitchell or Alec 
Wallace, Tanton / Mitchell 
Group Lid., 710-1050 
West Pender St., 
Vancouver, B.C. V6E 3S7, 
(604) 685-0261. 













































Tanton/Mitchell 


Group Ltd. m 
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-ECUTIVE FOCUS 








I RY RE SEARCH COUNCIL 


EXECUTIVE DIRECTOR 


MAJOR AUSTRALIAN RESEARCH CHALLENGE 


`. The Dairy Research Council (DRC) co-ordinates the Australian dairy industry's R&D programme with the aim of increasing productivity in the 
-dairy industry and raising returns to dairy farmers and manufacturers. 





Other research organisations. Close interaction and co-operation with these institutions is central to the DRC's operations. The Executive 
_ Director must be able to negotiate with and motivate researchers in this co-operative environment. 


DRC projects span a range of diverse disciplines including agronomy, animal nutrition, microbiology, biochemistry, immunology, genetic 
engineering, veterinary science, whole farm management, dairy technology, economics, marketing and human nutrition. DRC has an annual 
xperiditure budget of $7 million which will increase progressively over the next three years to $15 million. i Е 
-The person sought should have a successful record in managing R&D, and in providing corporate direction and general management. The ` 
candidate should demonstrate an ability to relate to and communicate with dairy farmers, negotiate with dairy industry and researchers and 
|; possess a highly developed analytical ability, as well as commercial judgement. 


The position reports to the Chairman of the DRC and initially will be for a term of up to five years to be extended by mutual consent. 
Ап attractive remuneration package and excellent career prospects will appeal to the right candidate. 


`. Complete confidentiality is assured. Initial enquiries may be directed to the Executive Officer, Mr O. Cassar, telephone 805 3789 (Int +61 3), 
x 885 5885 (Int +61 3), Telex AA 30503. 


Applications should be submitted by 15 December 1989 to 
Mr K. P. Baxter, Chairman, Dairy Research Council, PO Box 5000, Glen Iris, Victoria, 3146, Australia. 


International organisation, which provides public financing for its developing member countries 


seeking seasoned 
LOAN OFFICERS 


to work at its headquarters in Washington, DC. The basic responsibilities of these challenging 

areer positions include: 1) coordinate and/or participate in multidisciplinary teams in the |. 
identification of development projects and in the programming, analysis, presentation, approval, . 
management, monitoring and ex-post evaluation stages of loans and technical cooperation ` 
projects; 2) par ope in the preparation of the programming strategy for the countries of 
assignment, as well as in the negotiations on the basic terms and conditions of operations; 3) 
follow-up with borrowing and executing agencies on projects and participate in the inter-agency 

oordination with other international organisations and bilateral aid agencies; 4) provide 
operational support to the Representative Offices. 


Successful candidates will have: 1) a University Degree in Economics, Finance or Business 
Administration, preferably at Master's level and with specialisation in socio-economic develop- 
. ment; 2) at least five years of experience in areas related to the above-mentioned functions, 
particularly, in the preparation, evaluation, negotiation, administration and follow-up of 
proposals and projects related to economic, social and/or technical development; 3) proficiency 
in two of the following languages; English, Spanish, Portuguese and French. 


: We offer an attractive compensation and benefits package, including relocation costs. Starting 

salary will be conmensurate with professional qualifications. | 

Interested applicants should send a cover letter indicating position title and a detailed 
curriculum vitae by December 15, 1989 to: EMPLOYMENT SECTION 

Ref: Loan Officer, Washington DC 20577. 2 
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Most of the Council's R&D is undertaken in collaboration with government research institutions, commercial companies, universities and = | 
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_ UNITED NATIONS UNIVERSITY 
FIRST DIRECTOR OF 
INSTITUTE OF NEW 

TECHNOLOGIES 


Maastricht, Netherlands 


The primary purpose of the Institute shall be to undertake 
research, advanced training, dissemination and advisory ser- 
vices on selected new technologies, particularly in relation to 
developing countries. 


Specifically, the Institute shall carry out integrative work on 
the technical aspects of new technologies and their economic 
and social implications; contribute to the blending of new and 
traditional technologies in order to promote the process of 
development; assess the impact of new technologies on 
production, trade, employment and welfare; improve under- 

standing of the factors influencing diffusion and application of 
new technologies; and examine desirable directions of devel- 
opment of new technologies. 


The Director shall be responsible for the direction, organisa- 
tion, administration and programmes of the Institute, which is 
a research and training centre of the United Nations Universi- 
ty. The first Director is expected to join mid 1990 for a four- 
year term. 


Nominations and applications, including CV, should be sent by 
31 December 1989 to: Chairman, INTECH Search Commit- 
tee, с/о United Nations University Headquarters, Toho 
Seimei Building, 15-1, Shibuya 2-chome, Shibuya-ku, Tokyo 
150, Japan. 





HEAD OF 
ECONOMIC 
RESEARCH UNIT 


We are looking for an experienced economist seeking a 
high profile position to head our Economic Research Unit. 
The successful candidate will manage a small unit responsi- 
ble for the London Economy Research Programme (a 
study of London's economy and its prospects, sponsored 
by 12 major organisations) and a quarterly survey of 
business conditions, and provide advice on economic 
issues, both local and national. 


Applicants should have a good economics degree and 
experience in at least two of the following: economic 
forecasting and modelling; regional and urban economics; 
labour market analysis; the economics of financial 
services. 


Initiative and communications and leadership skills are 
prerequisites for the job. 


Applications, with a full CV and details of current 
salary, should be sent to: : 
Deborah Jarvis 


London Chamber 

of Commerce and 
LY NUN НАМ Industry © 
COMMERCE SAND INDUSTRY 69 Cannon Street 3 
London EC4N 5AB 





















KEEP YOUR TOP 
PEOPLE 
KEEP THEM ON 

TOP FORM 


Both these challenges are vital to your business. 
GHN can help you meet them by creating a personal 
development programme tailored to suit each individual 
executive. 

Each programme is one-to-one, confidential and | 
highly cost-effective. Why not consider it for your top 
people now? Call 01-493 5239 to arrange | 
an exploratory discussion. 












































16 Hanover Square 
London WIR 9А]. 
01-493 5239 

















MANAGEMENT POSITIONS: 
Accounting - 3 positions 
Business Strategy, Finance, Marketing. 










, Only a candidate with, or wh 
plétion of a Ph.D., is eligible for a 
culty position. A candidate wi 
her relevant credential, is eligible 
г án academic assistant position 
mensurate with experience. А 
| lecturer may later become eligible for 
‘support if she/he chooses to complete a 
doctorate. 
The Faculty: Accepts 250 students into third year of a 
four-year undergraduate degree program. 
The City: Lethbridge is Alberta's third large: 
located 120 miles south of Calgary close tor 
areas in the Montana, Alberta and British 
Rockies. 
in accordance with Canadian Immigration. requi 
ments, priority will be given to Canadian citizens an 
permanent residents of Canada. E 
| Please direct inquiries to: Dr George Lermer, Dean. 
.. Faculty of Management, The University of Eethbrid 
< 4401 University Drive, Lethbridge, Alberta, Canada 
TIK 3M4. Telephone: (403) 329-2633 Fax: (403) 326 
2038. 


An equal opportunity employer. 







Lethbridge | 

































































everywhere that matters 


North Sea oil and gas fields. An hour from the Yorkshire 
Dales. A days Ro-Ro from Sweden, Belgium and 
Germany. Ninety minutes from the Lakes. Teesside. 
So near and yet so near: To everywhere that matters. 
hree hours to Stavanger, four to Bergen. Thirty minutes To find out more contact Duncan Hall, Chief 
rom the North Yorkshire Moors. A day's sailing from Executive, Teesside Development Corporation, 
twerp, Rotterdam, Hamburg, Bremen, a day-and- PN UR Tees House, Riverside Park, Middlesbrough, 
-half from Oslo. Forty minutes from the cathedral cities Cleveland TS2 IRE. Tel 0642 230636. 
Durham and York. On the doorstep of the Central Fax 0642 230843. 


== 


Initiative Talent Abily 
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^ ,«. TO 
eesside. An hour 5 flight from London, Belfast, Aberdeen 
nd Amsterdam. Two and а half hours' by rail from 
ndon: Twenty road minutes from the Cleveland 
Heritage Coast.Two and a half hours’ by airto Germany, 


2 
MANCHESTER 








© their fisc sans frontières and were eyeing a first 








OR an anxious moment this autumn, the 
European Community’s diner à douze = 
seemed ruined. The diners had toyed with 


slice of union monétaire Delors when there 
was the sound of falling masonry outside. 
Gatecrashers from the East! Some of the 12 
wanted to find seats for the intruders. Others 

^ voured tucking-in like Rabelais, to keep the 
_. itty going. All sensed the end of an affair— 
“of the timeless dinner that leads to an unde- 
fined but "ever closer union”. 

Events in Eastern Europe have caused just such a stir 
among the Europe-builders. France, after years of being Gal- 
lic on the Bonn-Paris axis, became anxious to speed up moves 
towards a federal Europe and to submerge West Germany, or 
all Germany, in a larger whole. Always swung by intellectual 
fashion, the extreme talk in Paris was of the Community’s 
1992 project as a grande illusion—a free-market aberration 





that should now be scrapped because of events to the east, 


- and replaced with alliance-building of a no-nonsense, nine- 
teenth-century kind. 

Mrs Margaret Thatcher had noted in her Bruges speech in 
September 1988 that Europe stretched beyond the iron cur- 
tain. Bruges-groupies seized upon the news, arguing that the 
prospect of democracy in Eastern Europe meant that the EC 
should be "broadened", not “deepened” as Mr Jacques 
Delors, the president of the European Commission, wanted. 
There was a whiff of this in a speech Mrs Thatcher made 

raight after Berlin's wall-breaking weekend. 

` West Germany's foreign minister, Mr Hans-Dietrich 
: Genscher, flirted briefly with broadening when he said in Oc- 
tober that the EC should eschew talk of security and defence 
so as to stay open to neutral states and to reformed Comecon 
ones. But he then joined his government's refrain—that it 
sought a new German togetherness only as part of an EC to- 
getherness. Typical, muttered the cynics: Mr Helmut Kohl 
wants it both ways. They wondered how German together- 
ness could actually work, across a line dividing military pacts 
and economic systems. 





Another slice, Margaret? 

Within the past week, however, as Eastern Europe remains in 
flux, the Community's 1992 programme has proved resilient 
in three ways. A free-market aberration? Hardly, with the 


commission taking the difficult decision to continue its pur- 


suit of Renault, a state-owned French carmaker, for the cheap 
capital it has received from government. This sort of drive 


` against unfair subsidies will be one of the most rigorous, un- 
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loved features of post-1992 life. 

A distracted West Germany? Not when 
matters: against all odds, West German: 
France and the Benelux countries have d 
cided to sign an agreement scrapping all the 
mutual border controls, not just ecónom 
ones. Negotiating this "Schengen" regi; 
has shown how national sovereignty is boun 
to be weakened as border posts come do 
But the governments of West Germany 
France overruled their worried official 
week. They did it to prove that such a 
could be struck despite eastern distractions. Schengen 
will thus be a model for a melting of frontier controls mo 
widely across the EC. 

The end of Ec co-operation on foreign policy and secu 
rity? Surely not, when the 12 leaders feel it natural to con 
together for the sort of meeting they had last weekend. 
were agreed that democracy must be the pre-condition for 
to Eastern Europe, that they should not aggravate 
Gorbachev’s predicament, and that the present disposition: 
opposing forces in Europe should not be disturbed. 

These reactions showed that the Community need ni 
respond to the arrival of the gatecrashers by diluting itse 
into a club of disparate European states, or by flinging i 
towards premature political union. It should stick to its es 
lished, three-pronged approach: building a really open т 
ket, working towards a single currency for that market, ; 
developing a common foreign and security policy. 

The open market still requires much effort. The curre 
six-month French presidency of the EC is not proving a 
tage one for progress on 1992. Matters like finance, airl 
and road transport are tough, riddled with national interes 
and bogged down. France has been distracted by such nice 
as audio-visual Europe, a social charter, and the uppei 
reaches of economic and monetary union. E 

The quest for a single currency needs, before anythii 
else, a period with Britain's pound inside the present 
change-rate mechanism, with the insulation of exchange с 
trols removed. This system may be “half-baked”, but i 
baked just about right for the amount of economic inte; 
tion it will be coping with. Mrs Thatcher’s gut-antipath 
the EMS has made a highly technical matter the test of. 
ain's commitment to the EC. It colours Britain's every ges 
in Brussels and could well split the Tory party at home, ast 
arcane symbol of Britain's chosen place in the world. As fo 
economic and monetary union: let there be an intergovern- 
mental conference next year. Let its agenda be tightly focused 
upon EMU. And let these talks show how much more expe 








1 
















ards a European Fed can be taken. 

What about a European foreign policy? Federal Europe or 
, the mutual openness basic to the EC is already such as to 
ake a common stand towards the rest of the world inev- 
ble. No neat dividing line can exist between foreign policy 
d defence policy, nor between the civilian economy and the 
defence economy. So the EC is a natural forum for the Euro- 
n pillar of NATO. And the Americans, far from being 
alienated by this prospect, are for it. 

. But what of the gatecrashers? Are neutral or reforming 
ropeans to be debarred from the EC feast? Neither strict 
utrality nor membership of the Warsaw pact is compatible 
th full EC membership. Yet the “соттоп European home" 


the D- ark zone is needed before the great step - 








can contain many tables. Only six months ago it seemed fan- 
ciful to imagine the European Free Trade Association striking 
a deal with the Ec that would give it many of the advantages of 
EC membership with only some of the commitments. Sud- 
denly Switzerland and Austria are keener, and a deal is emerg- 
ing. The EC already has various bilateral "association agree- 
ments” with other countries; more can be struck in Eastern 
Europe as reform takes hold. 

The notion that the EC inspired the East Europeans to bid 
for freedom has always sounded hollow. The urge, and the 
licence to indulge it, came from within. But this oddly-built 
Community is proving a sound centrepiece of Western Eu- 
rope—a high-table to a broader banquet. The diner à douze 
must continue. 





The price of quality 


























oing about it the wrong way 


ELEVISION regulation is bedevilled by two problems— 
. one practical, the other theoretical. First, broadcasters 
e passionately about the quality of television; the politi- 
ns who set the rules usually do not—unless it directly in- 
Ives them. Second, “good television" is tricky to define. 
ish mediafolk believe in the Reithian idea of educating 
iewers, so they despise low-brow soap operas. Their 
erican equivalents believe in the market and think that 
e-feeding the public with a cultural diet concocted by 
-tied aesthetes is undemocratic. 
Britain’s proposed new broadcasting bill is flawed on both 
ats. To many broadcasters, the bill, which sets out “to 
the independent broadcasting industry", is further 
oof that Margaret Thatcher dislikes them: that she still 
ks that the 15 companies in the ITV network are lazy, inef- 

t. monopolists wielding what Lord Thomson once 
bed "a licence to print money”. Mrs Thatcher has already 
d the rent they pay to operate their regional franchises 
has welcomed competitors, such as Mr Rupert Mur- 
1s Sky and its rival British Satellite Broadcasting. 
Reality is different. The real force for change is not 
atcherism, but technology. Like other Europeans, Britons 
n receive more television because of satellites, cable and im- 
roved transmitters. No government now could credibly ar- 
e for keeping a four-channel Britain, when the average 
erican has 25 buttons on his remote control and the aver- 
Frenchman six. The question is how to increase the num- 
r of channels, without losing control over quality. 
The new bill proposes Channel 5, a national channel that 
be able to reach around 70% of British homes. It also 
ges an auction for the next round of ITV franchises (for 
1 years starting in 1993). The renamed network, Channel 3, 
will be governed by a new Independent Television Commis- 
n (ІТС), which will oversee the auction. Already some 50 
tential bidders are said to be interested. 

€ bill's main weakness is the complicated way in which 

he new franchises will be awarded. First, an applicant must 
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Britain's independent television industry needs reforming. The government is 





pass an unspecified "quality threshold", where he proves that 
he has both the means and the intent to show enough good 
programmes (though neither "enough" nor "good" is de- 
fined). Then the approved candidates bid for the franchises. 
One part of that bid must be a set proportion of net advertis- 
ing revenue; the other, the competitive bit, will be an addi- 
tional lump sum. In theory, the biggest bid should win, but in 
"exceptional circumstances" the ITC can accept a lower bid. 
Confused? Imagine how the bill will look after it has been 
through its parliamentary committees. 

The core of the muddle is the vague definition of “qual- 
ity", where the government has picked a complicated mean 
between two extremes. American regulators argue that the 
market (through the viewer's finger on the remote-control 
button) is the best guarantee of quality. Even if that option 
were desirable in Britain, it would not be available until the 
late 1990s —there simply are not enough channels. On the - 
other side, some broadcasters reckon that the franchise 
holder should have to promise to show fixed percentages of 
local programmes, documentaries and so on. That seems 
overly legalistic, since three channels—BBC1, BBC2 and Chan- 
nel 4—already have to show public-service programmes. 


The right thing to bid for 
The better way to award franchises is to turn the system on its 
head. The non-competitive part of the auction should be a 
simple rent, set by, and payable to, the government. The com- 
petitive bid should be the amount of money that aspiring 
franchise-holders are offering to spend on programmes. The 
link between a programme's quality and its cost is not perfect, 
but the ттс could stop the obvious abuses (like a deluge of 
quiz-shows with £1m prizes). The government may argue that 
this system would give it less money. Indeed: big competitive 
bids would end up not in the Treasury's pocket, but in better 
programmes for the viewer. After all, giving choice to the peo- 
ple is what Thatcherism is meant to be about. ; 
PO | A 
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Teeth for Hongkong 


Britain should provide them, as early as Hongkongers want them 


REN cannot risk antagonising China by granting 

early democratic self-government to Hongkong. That, 
not for the first time, was the message that representatives of 
Hongkong's executive and legislative councils, Omelco, got 
from the China desk in the British Foreign Office this week. 
A more craven message would be hard to imagine. 

The Foreign Office's view is that Hongkong is only one 
facet of Britain's wider relations with China. True, but mis- 
leading. For Britain, nothing in its relations with China mat- 
ters more. And for China, Hongkong is probably the single 
most important issue in its relations with any country. Both 
"China's reputation and the vigour of its economy may hinge 

_ эп developments in Hongkong. With less than eight years to 
go before Hongkong is handed over, and with China’s leader- 
ship on a backward slide into Marxist orthodoxy, morale in 
the colony is deteriorating fast. 

The Omelco delegation had two requests: first, an escape 
route to Britain for Hongkongers, should things turn nasty 
after 1997; second, direct elections by universal suffrage for a 
third of the legislative council in 1991 and half in 1995. To 
their discredit, most members of Parliament oppose granting 
the right of abode in Britain to more than a tiny proportion of 
the 6m Hongkongers. That refusal to provide a British bolt- 
hole only intensifies the need for fully democratic self-govern- 
ment at an early date. 

Throughout its 150-year history, Hongkong has in reality 
been governed directly from London, with no more than vari- 
ous forms of consultation with local people. That it has gener- 
ally had good government has not been the result of local 
altruism, but ultimately because the Parliament at Westmin- 
ster has guaranteed decency and integrity. After 1997 Hong- 
kong's constitution will be enshrined in a Basic Law which 
vill be part of the law of China. Yet there will be no indepen- 
dent parliament in Beijing to prevent the exploitation or ill- 
treatment of Hongkong. That is the case for a democratically 































elected independent Hongkong legislature. After 1997 С] 1 
may dismantle it—but only at the cost of some emb; rras 
ment. It is the best bulwark Britain can provide. ir 
A quarter of the present 56-member legislative council 
elected by functional constituencies such as teachers, b апке! 
and lawyers; a fifth is elected through an electoral со lege o 
district councils; and the remainder are either governmer 
officials or appointees of the governor. The Hongkong gi 
ernment proposes that, in the elections due in 1991, ten seat 
(out of 56) should be directly elected by universal adult s 
frage. This miserable objective should satisfy the ine: 
China's second draft of the Basic Law, published last Febri 
ary, suggests a languid progress towards semi-democracy: 27 
directly elected in 1995, 3896 in 1999 and 5096 in 2003, wi 
no guarantee of progress beyond that date. м 


Don’t wait for China 


Consultation on the draft ended last month; the final versio 
will be published next March or April. It would be a mis ih 
for Britain to wait until then to publish its own proposals, A\ 
a minimum, Britain's foreign secretary, Mr Douglas Hun 
should announce within the next few weeks Britain's а cce 
tance of the Omelco plan. It is a modest one—more modes 
indeed, than that of the House of Commons foreig: affair 
select committee, which would like half the council to be d 
rectly elected in 1991 and all of it in 1995. ar 
Omelco’s proposal appears to have wide support in 
kong. So, however, might a more ambitious plan. There is п 
good reason why the entire legislative council should not E 
directly elected in 1991. Some say Hongkongers do not va 
so much democracy. If so, let them reject it. The best cours 
for Mr Hurd would be to hold a referendum. Hongkong 
could then choose between a legislative council that is all, h 
or only a third directly-elected in 1991. It is their lives that 
be affected by these plans; the choice should also be theirs. 


Welcome, unsynchronised growth Е 


The Group of Seven big economies look set for а year blessedly free of co-ordination 


OMETHING healthy is happening to the big economies: 

they are getting out of sync with each other. This is hardly 
what finance ministers had in mind when, in the past few 
years, they mouthed clichés about international co-ordina- 
tion. But it is what the world needs, because being unco- 
ordinated means that each is less likely to pass on nasty bugs, 
or even deadly viruses, to the others. 
. Diagnosis starts with some figures. Last year six of the 


(OMIST NOVEMBER 25 1989 













OECD's seven largest economies had GNP growth of betwe 
3%%% and 41296; the exception, Japan, was at 534%. Ne 
year, to judge by the consensus of 150 leading economic foi 
casters, that first cluster will break into two: the Anglopho 
sluggards (America, Britain, Canada) at 11/2 %-1 34%, the co i 
tinentals (West Germany, France and Italy) at 3%. Excep 
tional Japan will enjoy growth of 444%. Consensuses can Ё 
wrong, of course, especially about the future. But this ne 
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plausible, if only because the recent build-up in Anglo- 
n stocks (inventories to Americans) is pointing to a pe- 
d when companies will sell more from the warehouse than 
rom the production line. 

- The splitting of last year's cluster gives the world a good 
chance of avoiding a recession. Of the many things that went 
wrong with the world economy in the past 20 years, the most 
wkward was the tendency for countries to boom or bust to- 
sether. The last great synchronised boom was in 1972-73, 
hen the OECD economies (the big seven or all 24, it matters 
not) grew by 5.4% and then 6.1%; and look how that ended. 
The last simultaneous bust was in 1982, when their combined 
GNPs fell by 0.1%. That recession was part of the necessary 
purging of the inflationary 1970s; but it also ensured that 
Latin Americans could not pay their bills, so the world had a 
financial scare to add to its economic woes. 

It looked, in early 1987, as though economies were not 
going to fall into this synchronised trap again. Then their 
stockmarkets all crashed, so their central banks all eased up. 
result was that 1988 became a year of ominously even 
owth across the OECD. Sure enough, the consequences have 
ed up this year: consumer-price inflation rising every- 
re, and oil prices now 40% higher than they were last 
November. If the Anglo-Saxons had not sensibly started 
ithdrawing during 1988, muttering about jogging and diets, 
ext year would surely have turned into a grande bouffe in the 
972-73 style. 

How has this unsynchronised moderation been achieved? 
- answer, unfortunately, is largely by luck. The Anglo- 
on trio have run into familiar difficulties, with their econ- 
es so short of spare capacity and unemployed labour that 
y are heavily in deficit on their trade and inflating their 
ces and costs. Without the trade deficits their inflation 
xuld be far worse; with them, though, there is always the 
sk (and in Britain the periodic reality) that their exchange 
tes get pushed down. Hence Anglophone policies, particu- 





larly on the monetary side, have turned cautious. - 

The caution is needed, but only because of earlier wild- 
ness. In both 1987 and 1988 each of the Anglo-Saxon coun- 
tries pushed up the growth rate of nominal GDP; of the other 
four big OECD economies, none did. Pushing up nominal GDP 
growth seems promising, initially: real growth usually rises as 


. well. But the promise does not last, because the extra rise in 


nominal spending starts going into higher prices and imports 
instead. A one-year acceleration seems to carry few risks. It is 
the second year that breaks the rule: the equivalent, for 
weight-watchers, of a cream bun between salads. 


Good for one, good for all 


The one-year rule is directly relevant to schemes for interna- 
tional co-ordination. Steady and slow growth in nominal GDP 
is an excellent aim for every government, for its own paro- 
chial purposes. It prevents inflation from taking off, and gives 
companies and individuals the kind of steady background 
that nurtures real economic growth. But if each economy 
aimed for that goal and achieved it, wouldn't the result be г- 
synchronised as to produce the unhappy boom of 1972-7 
No, because that mess came from a synchronised surge in 
nominal GNP—a sürge that broke the one-year rule, with 
growth in nominal GDP rising in both 1972 and 1973. 

All this suggests some solid guides for policy. The worst 
approach to managing the world economy is anything that is 
co-ordinated to boost nominal GDP. A better result, the one 
coming through at the moment, is an unco-ordinated attempt 
by deficit- and inflation-ridden countries to rein in their de- 
mand, while unafflicted economies keep growing. But the 
best result comes from doing the same thing—steady, slow 
growth in nominal Орр. If finance ministers want to call that 
international co-ordination because it makes them feel states- 
manlike, so be it. So long as nobody doubts what is really 
happening: prudent, long-term policies, all intended for the 
national good. 
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HE United States has spent ten years and $5 billion try- 
ing to make El Salvador freer and more prosperous. Effort 
not been rewarded with success. The little country's reac- 
ionary landlords still confront its revolutionary collectivists, 
in a war whose latest outburst has cost a couple of thousand 
ves in the past fortnight. | 
_ Nobody expected the left-wing uprising to sweep across 
he country as it has done. Its leaders’ objective, they said at 
the stagt, was to push the government into serious negotia- 
ions. To that end they took over the most heavily populated 
quarters of the capital, and then cynically blamed the army 
or the resulting slaughter of civilians. The government failed 
o protect the people either against the revolutionaries or 
ainst its own killers. It could not even protect the Sheraton 
Hotel, where American military advisers stay. 
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American aid has given El Salvador a couple of reasonably 
free elections. The Salvadorans have used the gift to choose, 
first, a well-intentioned Christian Democrat, Jose Napoleon 
Duarte, who failed to stop his colleagues stealing; then, in 
March this year, an ineffectual businessman, Mr Alfredo 
Cristiani, who has failed to stop his right-wing associates mur- 
dering people. Neither man has been able to establish a judi- 
ciary strong enough to bring political murderers to book. The 
Americans pressed President Cristiani towards negotiations 
with his enemies. The go-betweens were the leftist Spanish 
scholars who ran the Jesuit university. 

Before dawn on November 16th uniformed men, under 
cover of curfew, murdered six of the professor-priests. The 
ultra-nationalists of the president’s Arena party dominate the 
army and the police, and do not want either peace or foreign 


THE ECONOMIST NOVEMBER 25 1989 






















the attorney-general wrote to ask the Pope to order foreign 
priests out of the country. 

President Bush’s administration has insisted, over con- 
gressional objections, on continuing its military-aid pro- 
gramme to the army whose excesses it has failed to restrain. 
But helping El Salvador’s army is not the same as helping its 
elected president. Mr Cristiani had accepted the United 
States’ conditions for help: economic reform, reasonable con- 
formity with the rule of law. His party and army reject the 
conditions. Death squads kill their critics, armed and un- 
armed. Corruption continues to thrive. 


' The impossible choice 
The Americans’ long-term plan had been to start winding 
down their aid to El Salvador this year, reckoning that their 
reforming work would be complete after the elections. Now 
they face a dilemma: stop their aid, risk losing any residual 
influence over the right-wingers, and see the country degen- 
-rate further into bloodshed; or continue the aid, prove as 
effective as before at controlling the right-wingers, and see 
'the country degenerate further into bloodshed. 
The degeneration, of course, is by no means the work only 
of right-wingers. The rebellion in El Salvador is organised by 
the Farabundo Marti National Liberation Front (FMLN), a co- 


A time to be born 


a monopoly of relevant emotions 





ESPITE an abiding interest in sex, man sometimes seems 
positively to cultivate his ignorance of reproduction. 
Men and women fumble their reproductive affairs and avoid- 
ably get landed with unwanted children. Societies as a whole 
often do something worse. Without good cause they make it 
hard or impossible for knowledge to be obtained. Americans, 
_or example, have proved so eager to sue their doctors and 
their drug companies that path-breaking research on fertility 
and contraception is all but over in America. Fear of the 
"right«o-life" movement and its political clout has not ex- 
actly helped. The administration's opposition to abortion has 
recently led it to renew a ban on federal money for any ther- 
apy that uses tissues from aborted foetuses—a particularly 
promising area of medical research. 

It is hardly surprising that RU-486, the pill that will eventu- 
ally transform abortion, was invented in liberal France; but 
Europe has its problems too. West Germany is overly conser- 
vative for its own, largely historical, reasons. Its politicians 
have recently banned research on human embryos. And 
Hoechst, the German parent-company of Roussel-Uclaf, RU- 
486's inventors, is trying to slow the pill's spread beyond 
France. Soon Britain will have its own chance to stamp on 

reproductive knowledge, or else set a better example. 
; It is now 12 years since the ingredients of Miss Louise 
Brown were mixed on a laboratory bench in Cambridge and 
Britain became the birthplace of in vitro fertilisation 
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` advice. They rounded up foreigners, especially missionaries; | айап. patched together under Mr Fidel Castro’ 


Embryo research is unavoidably emotive. But the right-to-life movement doesn't have 









































the end of the 1970s and guided by its militant Marxist w 
The FMLN's fresh ammunition has apparently come from № 
aragua's Sandinist government. The Sandinists get ammur 
tion from the Cubans; the Cubans get it from the Russians 
It sounds horribly like the old days of Brezhnev's exe 
led communism. But it isn't quite. President Gorbachev fi 
the Cubans as embarrassing and intractable as the Salva 
ans are to the Americans, and a lot more expensive. The 
bans despise the Nicaraguans’ plan to hold a bourgeois 
election next February. The Sandinists seemed as surprise 
everybody else by the FMLN's early successes. So the even 
El Salvador may not be the swelling sound of tomortos 
revolutions, but the final echo from yesterday's roar. 
That is no reason to think that the FMLN does not want 
take over El Salvador, or that it would be anything b 
nightmare for the Salvadorans if it did. Yet a nightma 
what they already put up with. The country's present real 
ers have spurned the conditions the Americans sought to 
pose. If the United States wishes its terms to be taken 
ously on other occasions in future, it has no choice now b 
withdraw its patronage. One great lesson of post-colon 
times is that peoples dominated from outside do not le 
govern by themselves. It is time to let the Salvadorans 
their mistakes unaided. 





(IvF)—test-tube babies. America almost got there first; 
American team was well-advanced in its research when ar 
ministrator decided that the team's experiments were 
moral and so destroyed them—thus by his own lights, 
sumably, killing a human being. Such ironies bedev 
debate about embryo research. They will have to be face 
Britain's members of parliament, who will shortly de 
whether to ban this research or to allow it-w 
conditions—up to the 14th day of development. 


Scientists don't want to be Nazis 
The principal irony for right-to-life objectors is that embi 
research will lead to fewer abortions. One of the main rea 
that scientists want to continue research is to develop ^ 
implantation diagnosis". When two parents are at risk of 
ducing a child with a severe genetic defect, they can have | 
foetus tested in the womb and aborted if defective. An : 
native would be for the mother's egg to be fertilised in t 
laboratory, tested and then implanted in the womb only: 
healthy. 
Most people agree that this alternative is better than ‹ 
stroying an already-developing foetus. But, despite some 
cent progress, it will take more research on embryos to perf 
the technique. A little further away is the development of be! 
ter and safer contraceptives, which should lead to fewer 
wanted babies and so fewer abortions. That, too, calls fore 
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о research. | 

But the most pressing need for the work is in order to 
mprove in vitro fertilisation itself. Despite a few thousand 
utstanding successes, IVF can be offered only to a few cou- 
les, is very expensive and usually fails. It is the extra embryos 
roduced by IVF that scientists study; they consist of a few 
отеп undifferentiated cells. When such groups of cells are in 
he womb, most of them fail to implant and develop further, 
nd they are lost before a woman knows she was pregnant. 
ven if they do implant, most of the matter will not become 
art of the foetus at all. It is stretching logic to decree that 
hese clumps of cells are potential human life. 

- It is not until 14-17 days after fertilisation that the first 
ign of what may later become a foetus develops—which is 
hy 14 days is the limit that practically every committee to 












have studied the matter has recommended for research. If sci- 
entists are given their head, will 14 days inevitably grow to 
four weeks, eight weeks, four months? There is every reason 
to think not. The first two weeks of development are much 
the most interesting to scientists. Besides—Nazi aberrations 
apart—experiments tend to become less horrific over time, 
not more so: that is certainly true of experiments on animals. 

If embryologists are itching to be free of moral shackles, as 
opponents of research seem to suppose, why did British scien- 
tists set up their own body to police IVF and embryo research 
for themselves, when the British government failed for so 
long to provide them with legislation? It is no more plausible 
to suppose that British scientists nurse a secret desire to 
progress to Nazi-style experiments than it is to suppose that 
their political masters privately long to be Hitler. 





AIDS in Africa 

























n economic tragedy, as well as a human one 


CONOMISTS, like generals, too often base their next 
campaign on the lessons of the past. Fifty years ago the 
itary strategists who put their faith in the Maginot Line 
ere confounded by the Nazi blitzkrieg. Today it is possible— 
t it no higher than that—that economists planning the 
xt stage of the war on poverty in sub-Saharan Africa may 
making as big a mistake. They are basing their plans on 
demographic trends. What they neglect is the scourge of 
age, AIDS. 

Rapid population growth is a drag on development; no- 
vhere is this more obvious than in Africa where, since 1960, 
»e delivery of goods and services has barely kept pace with 
he delivery of babies. Black Africa's population growth has 
n from 212% annually 30 years ago to 31496 today—the 
tighest rate ever recorded for a region of any size. Its popula- 
n has doubled since 1965 and, on present trends, will dou- 
le again to reach 1 billion in 20 years' time. It holds back 
ogress in farming, health, education and much else. 
Мі all this in mind, the World Bank's strategy for Afri- 
can economic recovery in the 1990s, published this week, is 
ple-centred. It calls for an annual investment of 0.896 of 
аск Africa's GNP (admittedly not a big proportion) in popu- 
ion control, along with imaginative measures to boost pro- 
luctivity through increased investment in human capital. 
The bolt from hell that threatens to blow this strategy 
part, not perhaps throughout the continent but in parts of 
ast and central Africa, is the AIDS epidemic. In contrast to 
he Bank's assessment of population growth slowing to 23496 
rly in the next century, some AIDS researchers predict 
rowth as low as 1%, or even, on the bleakest of guesses, an 
bsolute decline by the year 2010. 

* Time may prove such doomsday projections wrong: de- 
mographic forecasts, always fraught with difficulty, are made 
ven more uncertain by AIDS, about which so little is known. 
jut the issue deserves more discussion than the single page it 
gets in the Bank's report, if only because population issues lie 
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at the heart of its African strategy. The Bank laments the emi- 
gration of skills from Africa: there are more than 10,000 
trained Nigerians in America alone. But the numbers pale 
beside some experts’ estimates of 1⁄2m-2m African deaths 
from AIDS-related diseases during the 1990s (such deaths so 
far probably number around 300,000). 

AIDS is by no means the biggest killer in Africa: dysentery, 
malaria, tuberculosis and measles take a terrible toll, espe- 
cially among children. aips, however, strikes disproportion- 
ately among adults. And in economic, though not human, 
terms, high infant-mortality rates are quite different to high 
death rates among skilled men and women—doctors, engi- 
neers, teachers and administrators—in whose education a 
country has invested heavily. It is the selective, rather than 
the total, impact of AIDS on economic performance that is 
potentially devastating. 


To prove Cassandra wrong 

If the Bank's Africa strategy is to succeed, governments must 
cut public-sector deficits, raise domestic savings and increase 
both the level and efficiency of investment. This will not hap- 
pen if spending on AIDS victims and their families absorbs a 
large and growing chunk of the continent's scarce resources, 
if the return on human capital falls, and if personal savings 
are depleted by soaring medical expenses while personal in- 
comes are truncated by high death rates among the working- 
age population. And companies will be reluctant to invest in 
training if they fear losing workers to aips when they should 
be at their most productive. 

It is too late to escape the consequences of the existing 
incidence of А105: 2/2 m Africans probably have the disease 
already. But modest investment in AIDS-prevention, especially 
education and condoms, would pay handsome dividends in 
the next century. Without it, Africa тау be doomed to slip 
ever further behind the rest of the world. 








AMERICAN HEALTH CARE 





Health costs in America are going through the roof, because neither the 
medical industry nor its patients have any incentive to restrain them 


MERICANS are obsessed about their 
health. They spend nearly twice as 
much per head on it as the French or Ger- 
mans, three times as much as the British. 
octors earn, on average, $200,000 a year. 
суеп small hospitals are littered with spar- 
kling new scanners and lithotripters; some 
countries have fewer than ten such ma- 
chines in all. 

Yet Americans are less healthy and less 
well looked-after than other rich westerners. 
Their average life expectancy is shorter and 
their infant mortality higher. For the inner- 
city black poor, things are much worse. 
Such a child born in Washington, Dc, has 
less chance of reaching its first birthday than 
a child born in Jamaica. The fault, of course, 
does not lie just with poor health care. Diet 
and living patterns have a bigger impact. Yet 
America’s high-cost medical industry pro- 
duces lousy results. Why? 

At its best, American medicine is the 
best and most innovative in the world. At its 
worst, care is available only in emergencies 
and then only, expensively, in hospital. 
Both preventive medicine and primary care 
by doctors outside hospitals are backward. 
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The trouble, though, does not start with 
doctors or hospitals, but with finance. It is 
the way Americans pay, and the incentives 
thus created, that have driven their health 
care into its present mess. These will have to 
change if the mess is to be cleared up. 


Private first, public worse 


In most rich countries, health care began as 
a largely charitable affair. In Europe public 
authorities stepped in early with special help 
for the poor. Bismarck pioneered compul- 
sory social insurance in Germany. In Britain 
strong municipal involvement preceded the 
creation in 1948 of a national health service 
financed from taxation. 

Americans have always been more sus- 
picious of government. The evolution of 
their health-care finances reflects this. Tra- 
ditionally, hospitals have aimed to make 
profits, while doctors are paid for privately. 
A natural extension was for employers to 
pay for the health care of their staff. At first 
they paid directly; later many started paying 
through insurers, especially the Blue Cross 
and Blue Shield not-for-profit insurance 
agencies that sprang up in the 1930s. The 





two Blues still have nearly half the private- 
insurance market. 

The provision of health-care cover by 
employers got a further boost when such 
benefits were exempted from the employee's 
income tax. Today 85% of the 160m people 
who have private health insurance get it 
through their employer. Their tax exemp- 
tion is worth more than $40 billion a year. 

The federal government looked after its 
own employees similarly. These included 
former soldiers, for whom the government 
created a network of hospitals run by the 
Veterans Administration. But wider govern- 
ment involvement in health care came only 
in the 1960s, with the birth of Medicare and 
Medicaid. 

Medicare provides two-part health ine 
surance for the elderly and disabled. Part A 
meets hospital bills; it is financed from pay- 
roll taxes. Part B pays for out-patient care 
and doctors' fees; about 2596 of its costs are 
met by premiums paid by those who choose 
to join, the rest from general taxation. At 
first Medicare reimbursed most of what old 
people spent on health care. Now co-pay- 
ments and deductions mean that it covers 
less than half the cost; indeed one estimate is 
that the elderly pay privately (direct or 
through a former employer) as much, in real 
terms, for health care today as before Medi- 
care. Even so, Medicare will spend $95 bil- 
lion in fiscal 1990. 

Medicaid pays for medical treatment 
and long-term nursing-home care for the 
poor. Its $36 billion of spending this year is 
financed 50-50 by federal and state govern- 
ments. It too has become less generous, es- 
pecially in poorer states. Ten years ago, two- 
thirds of America’s poor qualified; now 
fewer than two-fifths do, Medicaid has also 
been increasingly tied to welfare benefits; 
poor people who stay off welfare find it hard 
to qualify. 


Uninsured or overcharged 


This system of health finance has two huge 
drawbacks. One is that it leaves many peo- 
ple with no cover. Some are well-off people 
who choose not to have health insurance. 
But most are poor. They work for small em- 
ployers who do not offer health-care bene- 
fits, or they are unemployed but ineligible 
for Medicaid. As health-care costs have 
risen, so have the numbers uninsured; from 
some 25m a decade ago to perhaps 37m 
now. That includes 12m children, some of 
whom lost cover when employers stopped 
covering their employees' dependants. 

The plight of the uninsured could be 
worse. lt is illegal for a hospital to turn pa- 
tients away from emergency rooms because 
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they lack insurance (though, in fact, some 
50,000 were denied care last year for that 
n). The uninsured's bills are generally 
bed by the hospitals (ie, ultimately, in 
higher charges to the insured). Official fig- 
ires say the uninsured in 1987 received 
)2,000-worth of health care per head, al- 
as much as the insured. But it is 
y, ill-distributed and mostly takes the 
form of costly hospital care. And as cash 
yressures on hospitals and insurers tighten, 
they find it harder to carry the uninsured. 
· The second and greater drawback is the 
er cost of American health care. It would 
ted to design a better way of inflating 
spending. Big employers cover every dollar 
f ai employee’ s costs, so he has no incen- 
tive to keep these down. Where employees 
a choice of insurer, the tax exemption 
the incentive to pick cheaper 
hemes. On the supply side, hospitals and 
ors have a direct incentive to excessive 
t (or extra tests, in well-justified 
ear of a inci suit). 
, E The гөш» have passed into folklore. 
As E teetered on the edge of bank- 
uptcy in the 1970s, its biggest outside cost 
s not for steel but for health insurance 
fr om the Blues. Michigan chiropodists were 
zrowing rich dealing with workers' ingrown 
'oenails—one toe per visit. In total, Ameri- 
can companies pay health-care premiums 
'quivalent to 40% of their profits. And their 
collective liability for health care for retired 
м orkers could exceed $200 billion—enough 
to wipe out many companies’ net worth 
when, from 1992, the liability has to be 


sh own in their accounts. 
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Cutting the cost 

Though business has suffered most, it is the 
government that has pioneered cost-control 
measures. Since 1983 Medicare has paid 
hospitals flat-rate fees based on 470 “diag- 
nosis-related groups", regardless of the 
treatment they actually give. The govern- 
ment has also encouraged competing health- 
maintenance organisations (HMOs). Ап 
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Millions of Americans whose medical bills are: 
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HMO, for a flat fee, provides through its own 
hospitals and doctors (or outsiders with 
whom it contracts) all the care a customer 
needs. This gives the provider an incentive 
both to curtail spending and to develop pri- 
mary and preventive care. 

Employers are now cutting back their 
health-benefit packages. This has become 
the biggest single cause of industrial unrest; 
nearly all 1989's big strikes have been about 
attempts to limit health benefits. Compa- 
nies now routinely demand second opinions 
before surgery is carried out. They offer cash 
to workers who join cheaper schemes, in 
which the patient pays more of the actual 
costs of treatment; studies show that charges 
to patients can reduce demand and spend- 
ing without adverse effects on health. 

Above all, big companies have been urg- 
ing their employees to join “managed-care”’ 
schemes such as HMOs or PPOs— "preferred- 
provider" organisations, which are some- 
times more popular because they offer a 
wider choice of doctor or hospital. Over 
4096 of the Blues' customers belong to man- 
aged-care plans. Today HMOs have over 30m 
members, PPOs nearly 40m (there is some 
overlap). By the mid-1990s they are likely to 
cover 8096 of all privately insured people. 

These measures, however, have met 
only partial success. Medicare's flat-rate 
fees, for instance, have indeed slowed the 
growth of hospital spending: average 
lengths of hospital stay are down to less than 
seven days, saving Medicare, on one esti- 
mate, $20 billion. But spending on outpa- 
tient and non-hospital care has ballooned to 
compensate. Meanwhile America’s hospi- 
tals have plunged towards insolvency. Last 
year they had average occupancy rates of 
only 65%, down from 75% ten years earlier, 
and overall hospital profits were zero. Local 
politicians fight hard against the obvious 
remedy of closure, though 80 hospitals did 
shut last year. 

Nor has managed care proved the sim- 
ple route to lower costs that its advocates 
hoped. After an initial one-off saving, the 
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costs of these schemes seem to have risen as 
fast as those of their unmanaged rivals, Two- 
fifths of HMOs lost money in 1988, and some 
have gone bust, including one of the biggest, 
Maxicare. Overall, private-insurance losses 
last year amounted to $3.7 billion—so big 
premium increases are on the way. 


The ways ahead 


If nothing more is done, health care will ab- 
sorb 15% of America’s GNP by the turn of 
the century. Industrial competitiveness 
could suffer. Medicare will go bust long be- 
fore then, unless payroll taxes rise. By 2005 
Medicare spending could be the biggest sin- 
gle item in the federal budget. What is to be 
done? There are many suggestions: 
€ А favourite idea of many Democrats, 
trade unions and even some big companies 
is to scrap the whole system and adopt na- 
tional health insurance, as Canada did in 
1971. Canada has universal access to health 
care at lower cost (not least, administrati 
cost) than America. But it also has the bu- 
ginnings of waiting lists and one 
shortages. A better model might be 
Germany’s social insurance, which на ped 
petition between sickness funds and less 
central control of bealth care. 
€ Senator Edward Kennedy wants to deal 
with the uninsured by mandating employ- 
ers to provide health TEN 1 Massachu- 
setts has a new law that offers them the 
choice between direct cover of their employ- 
ees and a tax to finance public coverage. But 
forcing employers to pay without at the 
same time enforcing proper cost-controls 
might simply increase health-care spending. 
The Massachusetts plan is in trouble. 
€ Some favour expanded public coverage. 
The national leadership commission on 
health care wants Medicaid replaced by 
“universal access" state pools for people 
whose income is less than 150% of the offi- 
cially defined poverty line. Part of the c 
would be met by levies on employers. Ой 
people would prefer simply to expand Med- 
icaid, or to let the uninsured buy into it at 
low cost. Wider public coverage might make 
it easier to hold down overall spending; but 
it might also encourage employers to offload 
bad risks. And neither federal nor state gov- 
ernments are keen to spend more. State gov- 
ernors have asked Washington not to ex- 
pand Medicaid. 
e Many congressmen are calling for tougher 
price | and volume controls. They want a 
‘relative value scale" for doctors’ fees. And 
they are fashioning expenditure targets to 
cap total spending, with any excess to be 
knocked off later years’ budgets. Such con- 
trols are likely simply to push spending into 
other areas; and they could introduce new 
rigidities and blocks against competition. 
ө Professor Alain Enthoven, of Stanford 
University, is pushing a consumer-choice 
health plan that combines elements from 
these ideas. It would provide for universal _ 
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M DREN £m Да increase 
Turnover — с ; ^ .1,4084 1,250.5 13 
Exports fromthe UK. o 270.3 2254 20 
Research and development expenditure 189.3 163.7 16 
Profit before taxation — 2828 2212 28 
Profit attributable to shareholders 166.2 127.1 31 
Shareholders funds 8112 6526 26 
Earnings per ordinary share 19.7p 151p 30 
Dividends per ordinary share 5.05p 3.6p 40 























In 1989 we continued our research into anti-virals, a programme that has made us world leaders in this 
field. Acyclovir is now approved to treat a wide range of herpes infections in over 100 countries, 
while zidovudine is now available to AIDS patients in over 70 countries worldwide. 











In 1989, 4 out of 5 children vaccinated in the UK were protected from infection and suffering by a 
Wellcome vaccine. 


In 1989 our over-the-counter remedies like Actifed, Sudafed and Calpol, helped give relief to millions. 
Year-in-year-out they have remained an invaluable part of the household medicine chest. 








In 1989 we were again honoured with The Queen's Award for Export Achievement. This brings our total 
number of Queen’s Awards to nine, an achievement in which every member of the company played a part. 








"In 1989 we invested nearly £200 million in research and development. This brings our total for the 80s 10 over 
£1 billion. We are a research led company that has the confidence and resources to invest in the future.” 


| She Aled Shepperd 
Chairman 











If you would lik c | copy of the Wellcon e ple’ : for 1989 (available from а December), 
please contact the Public Relations Department, н РО Box 129, 183 Euston Road, London NWI 28Р 
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insurance cover. Employers 
would have to provide a mini- 
mum cover for their staff. 
Each state would have a 
“public sponsor” to guaran- 
tee coverage of the self-em- 
ployed and others not so cov- 
ered. These sponsors would 
also push for choice—for all 
the insured—among rival 
managed-care plans, as a bet- 
ter route to cost-containment 
than price controls. 

€ A scheme proposed by the 
free-market Heritage Founda- 
tion would curb or elimi- 
nate the tax subsidy for 
employer-provided insur- 
ance, while giving individuals 
who bought their own insur- 
ance a tax deduction (or credit, for the un- 
taxed). It would require individuals to buy, 
at least, cover against the costs of "cata- 
strophic” health—some disaster that even 
the well-off, uninsured, could not afford. 

The common theme in all these ideas is 
that health insurance must be made compul- 
sory. The dispute is about who should be 
compelled. To make the individual pay has 
attractions. It would avoid further burdens 
on business; partly protect public budgets; 
and force the insured to recognise that ex- 
cessive costs have to be met, in the end—or 
partly, indeed, on the spot, if schemes are so 
designed—out of their own pockets. 

As for costs, the argument is between 
price/volume control (including national 
health insurance) and competition between 
managed-care plans. The latter looks more 
attractive. But some say it has failed as a 
cost-control mechanism. On this interpreta- 
tion, health care just is not susceptible to the 
play of market forces, even regulated ones. 
This may turn out to be right, in which case 
national health insurance would be the an- 
swer—though its passage through Congress 
would unleash an army of special interests. 

Yet, despite some years of experience 
with HMOs and PPOs, man- 
aged care still has not been 
given a proper chance. Fee- 
for-service medicine is en- 
trenched, and the tax subsidy 
that encourages it remains 
untouched: a Treasury bid to 
limit the subsidy was killed in 
1986. Yet America's biggest 
HMO, Kaiser Permanente in 
California, provides low-cost, 
high-quality care with no hint 
of offloading bad risks—and 
makes a profit. The federal- 
employee system, under 
which staff choose their 
health plan every year, is 
boosting managed care. lt is 
too soon to judge managed 
care a failure; especially if tax 
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This costs plenty 


subsidies were redesigned to encourage it 
rather than fee-for-service. 

Better assessment of health-care quality 
and output would help. Studies by the Rand 
Corporation have shown that a quarter of 
surgical procedures are unnecessary or inap- 
propriate. Similar findings have been re- 
ported from New England. The biggest fac- 
tor determining both the success of an 
operation and its cheapness seems to be the 
volume of operations that a hospital carries 
out. If patients are steered towards high-vol- 
ume hospitals, their survival chances would 
rise and costs could go down. Ditto if unnec- 
essary surgery could be eliminated. 

The government is spending $35m this 
year on quality assessment and outcome 
measurement. If it produces more results 
like Rand's, the investment could pay off 
many times over. Few are ready to take the 
next logical step, rationing health care ac- 
cording to its effectiveness. But Oregon is 
trying to do this for Medicaid patients. 


Action one day, maybe 

Is America ready to make any changes at all 
in its health care? Business and union pres- 
sure for action is strong. Two committees 





This costs even more 


are studying the issues. One, 
a congressional commission 
on comprehensive health 
care, is due to report by 
March Ist. Chaired by Sena- 
tor Jay Rockefeller, it includes 
influential men like Senator 
Dave Durenberger and Rep- 
resentatives Pete Stark and 
Bill Gradison. Secondly, the 
statutory advisory council on 
social security, chaired by Ms 
Deborah Steelman, which in- 
cludes representatives both of 
employers and of labour, will 
report next July. 

Yet health-policy insiders 
do not expect early action. 
One reason is fear. Con- 
gress's last foray into health 
reform was the 1988 law on catastrophic 
health, which expanded Medicare so that it 
would cover long hospital stays and me 
the cost of prescribed drugs. The law hi. ~ 
proved a catastrophic embarrassment. The 
costs were passed to the elderly, through 
higher premiums and a surtax. These extra 
costs enraged the old folk, especially when 
they realised nothing had been done about 
their real concern, long-term nursing-home 
care. Under pressure from the grey lobby, 
Congress this week was debating how to re- 
form or indeed scrap the programme. The 
experience has made many wary of 
change—as has the sight of Mrs Margaret 
Thatcher losing popularity in her attempts 
to shake up Britain's national health service. 

Several congressmen now look to the 
White House for a lead. President Bush has 
said precious little about health care, having 
last year defeated a rival who put universal 
health insurance high on his agenda. His ad- 
visers accept the need for reform, but coun- 
sel caution. Dr Bill Roper, the main White 
House aide on health, reckons it is a “mature 
ing" issue, meaning that a consensus amot 
the many interest groups is needed before a 
presidential initiative can succeed. He and 
the health department are 
anxious that the right ques- 
tions be asked; and that any 
proposals for reform be fully 
evaluated—and sold to the 
interest groups—before be- 
ing brought forward. 

This caution is under- 
standable. But any change 
will carry political risks. That 
is why the system has been al- 
lowed to totter on so long. If 
neither Congress nor the ad- 
ministration has the guts to 
reform it soon, its cost will 
overwhelm both public and 
private budgets—and still 
leave America's health badly 
cared-for. 


————— 
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` „COME THROUGH 
ГН FLYING COLORS 





The spirit of fair play, free com- 
petition and international co- 
operation has ever been our driving 
force, making us what we are today. 
А US$15 billion enterprise with 
over 80 offices spanning the globe. 

We work in partnership with such 
firms as Honeywell, Siemens, Hitachi, 
and Caltex. Because we believe close 
cooperation breeds mutual success. 

you'd like to join our team, you 
know where to find us. On the fast 
track to a better tomorrow. 


Lucky-Goldstar. 


*Chemistry and resources 
¢Consumer and industrial electronics 
oe *Trade, finance and engineering 
me | *Public services 








ISA LUCK Y-GOLDSTAR 


IGI PR: Yoido PO. Box 699, Seoul, Korea. Phone (02) 785-5604 











Local colour. Global spectrum. 





Over 1,300 offices in 50 
countries. And what’s right for 
San Francisco might be wrong 
for Sydney. That’s why each 
office of the HongkongBank 
group has to make fast decisions, 
worldwide. 


To arrive at those decisions, 


each office has access to the 
information it needs through our 
Global Data Network and 
advanced telecommunications 
systems. 


Our clients also have the benefit 
of instant information, through 
Hexagon, our global electronic 
banking system. 


For more information, contact 
your nearest office of the 
HongkongBank group. 

The reach of a worldwide bank, 
with the local flexibility to make 
fast decisions. That’s our 


strength. 


HongkongBank 


The Hongkong and Shanghai Banking Corporation Limited 


Marine Midland Bank « Hang Seng Bank 
The British Bank of the Middle East « HongkongBank 
of Australia « Hongkong Bank of Canada 


Wardley + James Capel » CM&M 
Equator Bank 


Carlingford and Gibbs Insurance Groups 


Fast decisions. Worldwide. 
CONSOLIDATED ASSETS AT 30 JUNE 1989 
EXCEED US$! 24 BILLION 
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The rising sun in 


Russia's sky 


{FROM ouR SPECIAL CORRESPONDENT IN HOKKAIDO 






T HE cold war may be over in Europe, but 
. at the Soviet Union's eastern extremity 
it grinds chillingly on. Japanese and Soviet 
‘radars face each other unblinkingly across 
`- the sliver of water separating Japan's north- 
‘ern island of Hokkaido from the tiny Hab- 
omai islands, one of the four "northern ter- 
ritories’ * claimed by Japan but occupied by 
oviet Union since 1945. Fraternis- 
d ЭП, such as it is, across this watery battle 
“line is limited to Soviet patrol boats arrest- 
. ing Japanese fishing boats that have illegally 
. cast their nets in Soviet waters. 

Yet even in this remote corner of the 
world a thaw may be setting in. The Japa- 
nese who watch these things speculate that, 
as Russia’s economic difficulties mount, Mr 
Mikhail Gorbachev will see the financial 
sense.of giving up quite a lot to Japan over 
the disputed islands. Mr Gorbachev has 

+ “time and again shown himself capable of 

~~ such a decisive stroke; but he must be asking 

= himself, what happens then? As Japan adds 

_ political muscle to its economic stature, it 
could prove just as much an obstacle to Rus- 
sia's Asian diplomacy in the future as Amer- 
ica's military might has in the past. 

Expectations of a breakthrough be- 
tween Asia’s two most powerful adversaries 
quickened a few months ago with the an- 
nouncement that Mr Gorbachev is to make 

„  much-postponed visit to Tokyo early in 
121. There was another flurry earlier this 
month when Mr Alexander Yakovlev, the 
brains behind much of the new Soviet diplo- 
macy around the world, visited Tokyo and 
spoke tantalisingly of a "third way" of re- 































solving the territorial dispute. In fact he had 
nothing more tantalising in mind than 
"constructive dialogue" — Russia's: way of 
telling the Japanese to stop holding the two 
countries’ relations ransom to the islands. 

Not much progress visible there, but Ja- 
pan's Russia-watchers are undaunted. They 
note that in 1986 Mr Gorbachev got things 
really moving with China by conceding that 
the river boundary between the two commu- 
nist giants should follow the main channel, 
as the Chinese had long claimed. China has 
since gained little more than a few mud flats, 
but it won a point of principle. Then, earlier 
this year, Russia declared that the secret pro- 
tocol to the Hitler-Stalin pact of 1939, 
which paved the way for the Soviet army to 
move into the Baltic states, was void. The 
Japanese point out that the Russians used 
another secret protocol, this one attached to 
the Yalta agreement in 1945, to grab the dis- 
puted islands from Japan. 

Despite years of on-and-off talks, the 
Russians have never been moved by Japan’s 
legal claims to the islands, which are home 
to some: 30,000 Soviet civilians and soldiers. 
But the Japanese are now waving what they 
call their “trump card": the offer of eco- 
nomic assistance to the Soviet Union if the 
islands are returned to Japan. The only trou- 
ble is that, because the Soviet Far East is so 
uninteresting to Japanese businessmen, the 
card may be only partly playable. 

The Soviet Union has big plans for all 

























its Far Eastern territory, including the esta 
lishment of a special economic zone near tl 
port of Nakhodka to attract foreign inves 
ment and know-how. But the region hy 
none of the infrastructure—roads, airpot 
and so on—needed to support a Far Базе 
industrial base, nor the cash or competence 
to build it. D 

Some small joint ventures are alread 
under way in the Far East, in hotel-buildir 
and fishing. But, without the prodding 
pan 's government, few big Japanese co 
nies will voluntarily risk plungin ) 
increasingly murky Soviet economy. Wh 
more, there is little in return that Japane: 
firms want to buy. Past oil-price shocks; t 
gether with the high yen in recent year 
have forced Japanese industry to move itse 
out of the old metal-bashing and energ 
burning businesses. If Russia was hopin: 
tempt Japan's businessmen with its oi 
ral gas and other Siberian and Far East 
goodies, it has left it too late. When Japane 
investment does start to flow, if ir does 
more likely to find its way into the Europea 
pus. of the Soviet Union. 

How fast that happens will depe 
the "souvenirs" Mr Gorbachev bi ings w 
him to Tokyo. Before he com 
probably announce а cut in the 10:000 0r & 
troops based on the islands. That will not? 
enough. Back in the 1950s, Russia ha 
talked of handing back two of the island. 
Now, as then, two of them would nor sar 
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Japan, ES there were also an agreement 
that the remaining two would eventually be 
handed back. Talk of joint development of 
the islands sticks on the same point. Japan is 
prepared to discuss the idea, but only after 
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sovereignty has been conceded. 

Beyond trade and investment, for Rus- 
sia, and the fate of the islands, for Japan, 
loom bigger questions for both countries. A 
recent report by the Japanese foreign minis- 





Discomfort women 


FROM OUR TOKYO CORRESPONDENT 


APAN’S old imperial army never 
went into the field without a contin- 

gent of “comfort women” for the 
troops. Many male office workers in 

. modern Japan (and in Japanese branches 
|| abroad) seem to think they are still at 
| war. Women workers, even those with 
` university degrees, are expected to do all 
the menial tasks: greet the visitors, make 

| the tea, tidy up the office 
| afterwards—and then leave the firm as 
soon as they get married and have a 

` child. Come party time, they are often 
pressed into behaving like bar hostesses. 

The bastion of Japanese male 
chauvinism—the old guard of the ruling 

- Liberal Democratic party—has, unwit- 
` tingly, done more than most to change 
_ all that. The sex scandal that marked the 
brief prime ministership of Mr Sosuke 
||| Uno last summer outraged many women, 
_and helped the opposition to its success 
in the upper-house election in July. Mr 
Uno is forgotten, but the resentment of 
women about their treatment at the 
|| hands of men lingers on. Over the past 
` few months Japanese women have 
started campaigning much more vigor- 
ously for laws to protect them from sex- 
ual harassment at work. 

Japan's first lawsuit claiming sexual 

harassment opened last week in a city 
| court in Fukuoka. A 32-year-old woman, 
| whose name has been withheld (another 
first), is seeking Y3.7m (about $26,000) 
in damages from her former boss and the 
publishing company she worked for. She 
` claims his sexual innuendoes forced her 
to leave the company and give up her ca- 
reer. She stakes her claim on the ground, 
among others, that her rights under arti- 
cle 14 of the Japanese constitution were 
violated; this guarantees equal treatment 
for the sexes. 

Women's lobbying groups have been 
springing up all over Japan. The lead has 
been taken by lawyers at the Second Bar 
Association in Tokyo. Last month the 
association held a phone-in for women 

|| toair their grievances. Its telephone lines 
| were jammed for six hours. By the end of 
| the session, some 137 formal complaints 
|. had been registered. "Nearly 4096 of 
| them were from women who had been 
compelled to have sexual relations with 
their superiors at work," says Miss 





Shizuko Sugii, a lawyer with the bar asso- 
ciation. Ten of the cases have since been 
classified as rape or attempted rape. 

All told, some 50 women's groups 
have joined in a campaign to change the 
easy-going assumptions of Japanese men 
about what sort of sexual behaviour is all 
right. Articles about harassment have 
started appearing every day in the Japa- 
nese press, along with panel discussions 
on television. Even the Tokyo subway 
authority is being berated for allowing 
“sexist” advertising on station walls. 
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Who’s in charge here? 


The Second Bar Association is draft- 
ing proposed clauses to add to the em- 
ployment laws. Professional women, of 
whom Japan now has many more be- 
cause of doors opened to them by the 
Equal Employment Opportunity Law of 
1985, are beginning to demand the same 
kind of legal redress their American sis- 
ters have. That is wide-ranging: some 
38,000 sexual-harassment suits have 
been filed in the United States. 

Japanese politicians have woken up to 
the thought that the issue might even 
matter in the next general election, ex- 
pected in February. Representatives of 
practically all the parties have hurried 
round to the Second Bar Association for 
a briefing. All, that is, save one: the Ja- 


pan Socialist party, led by Miss Takako 
Doi, which boasts more women mem- | 





bers of parliament than any other party. 
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try accepts that the old cold-war structures 
are changing. Yet the consequences are 
much clearer in Europe, where there has 
been a neat division into two blocks. 

In East Asia four big powers contend for 
influence: the Soviet Union, the United 
States, China and Japan. Despite all the irri- 
tations over trade relations with America, 
Japan’s economic, political and military in- 
terests dictate that the trans-Pacific alliance 
with the United States will remain its para- 
mount geopolitical concern. Closer to 
home, Japan finds itself at least culturally at- 
tuned to China, even if their relations have 
plenty of ups and downs. By contrast, the 
Japanese see the Soviet Union very much as 
a European interloper in the Pacific, and as 
a traditional military adversary. 

One reason Mr Gorbachev wants better 
relations is that he thinks only Japan’s say-so 
can open the door for Soviet participation 
in regional organisations like the Pacific 
Economic Co-operation Conference; ar * 
eventually, for Russia to benefit, even if jt 
at the margins, from Asia's boom in trade 
and economic growth. Japan's calculation 
about the Soviet Union is likely to be differ- 
ent. As the cold war in Asia turns into an 
old-fashioned sort of balance-of-power con- 
test, Japan will find itself with ever greater 
economic and political interests of its own 
to protect in the region. Once it had sover- 
eignty over the disputed islands would there 
be much to interest the world's newest su- 
perpower in its economically weakest and 
politically most awkward neighbour? 





Cambodia 


Vertigo 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


OL POT was driven out of Phnom Penh 

before he could carry out a plan hec — « 
cocted during his last crazed months ux 
power. He wanted to kill all Cambodian 
males over the age of 13 (though how he 
planned to get his soldiers to turn their guns 
on themselves is unclear). The only ones he 
intended to spare were a close-knit bunch of 
relations and cronies. Among the Khmer 
Rouge lieutenants outside this charmed cir- 
cle was Mr Hun Sen—an eastern com- 
mander who, for obvious reasons, went over 
to the Vietnamese at about the time the ex- 
termination plot was hatched. Today Mr 
Hun Sen is Cambodia's Vietnam-backed 
prime minister, and Mr Pol Pot and his 
chums are encamped on the Thai-Cambo- 
dian border, giving no visible sign that 11 
years in the jungle have mellowed them. 

Western governments have been trying 
to perform the high-wire act of keeping the 
Khmers Rouges out of power while at the 
same time making sure that Mr Hun Sen 
had to face a ballot box and Vietnam was 
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not rewarded for invading Cambodia. This 


has never been an easy policy to pursue. Re- 
cent fighting in Cambodia has knocked it a 
little more off-balance. 

The reason is that, for the policy to 
work, a military stand-off is needed both be- 
tween the three-party resistance and the 
Phnom Penh government, and between the 
Khmers Rouges and its two non-communist 
partners: the Khmer People’s National Lib- 
eration Front (keNLF), led by Mr Son Sann, 
a former prime minister; and the followers 
of Prince Norodom Sihanouk. The Khmers 
Rouges have been making no particular 
headway, though whether they are weak or 
just lying low is a matter of debate. The trou- 
ble is that the non-communist armies have 
not been proving their mettle. 

On November 17th the KPNLF launched 
its third offensive against the town of Svay 
Chek in the north-west. The Phnom Penh 
forces repelled the attack with artillery fire. 
™ ve days later the KPNLF was back to launch- 

В hit-and-run attacks along a 12-mile 

~~ stretch of Route 5, a pot-holed road running 
from the Thai border to Battambang and on 
to Phnom Penh. For their part, the 
Sihanoukists have been making a vague and 
unsuccessful stab at Kok Mon, a town in the 
far north-west. 

The KPNLF chose its target badly. Unlike 
the hilly and forested land ‘where the 
Khmers Rouges have been attacking, the 
land around Svay Chek is flat and open, giv- 
ing the defenders a clear field of fire. But the 
KPNLF has been under pressure from the 
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Bangkok-based Cambodia Working Group 
to do something. The supposedly top-secret 
Working Group co-ordinates assistance to 
the non-communist resistance. Thailand 
and Malaysia provide the training, Singa- 
pore buys the guns, and America spends 
$24m a year on “non-lethal” equipment. 
Uneasy western parliaments are begin- 
ning to ask how much of this ends up in 
Khmer Rouge hands. Some may, though the 
KPNLF's greatest help to the Khmers Rouges 
is to tie down the government army and al- 
low them to advance. If that pattern holds, 
the Khmers Rouges may be on the move 
again after this week's skirmishes. Lately 
they have captured only the odd outpost, 
Phnom Malai being the most recent. Last 
week the Hun Sen government claimed to 





























have retaken Pailin, a border town captar 
by the Khmers Rouges а month ago. 
Even if that is true, che Khmers Rouges 
retain control of the gem-mining land 
around Pailin. Their standard fee rodet 
group of ten Thai miners in to min 
200,000 baht ($7,800), plus а share 
gems gathered in a one- or two-wei 
One Thai businessman says he 
Khmers Rouges 24m baht over th 
months for mining concessions; 
All this gives the West pause; A 
nual debate on Cambodia last week, 
General Assembly passed a motion by 
Association of South-East Asian Nations 
a Cambodian settlement; it would includ 
role for the Khmers Rouges in an ine 
government. The motion passed by 
votes to 17, almost the same result аў | 
year. However, the two-day debate showe 
increasing misgivings among its back 
Britain and New Zealand said they will 
send a diplomat to Phnom Penh to 
soundings. They will be the first west 
diplomats there in 11 years, 
In its own way, Thailand too is loci 
for cover, Mr Siddhi Savetsila, the Thai 
eign minister, last week announced 1 
Cambodia has been knocked of the to 
his agenda by ""bread-and-butter issues" 
trade and investment. Mr Siddhi knows 
four Cambodian factions will not tall 
ously about a settlement until the dry-s 
fighting about to begin has shown 
boss. It is a verdict that neither Ast 
the West is sure it wants to hear. 





What Gandhi is up against 


FROM OUR SPECIAL CORRESPONDENT IN BURAKA 


“ГЕ wind doesn’t begin to blow until 
a week before the election; I’ve only 
"wit it for the past two days.” Mr Satpal 
Malik, the candidate of the opposition 
Janata Dal in a rural constituency of Uttar 
Pradesh, was talking about the wind he felt 
blowing against India’s prime minister, Mr 
Rajiv Gandhi, in this week's election (voting 
began on November 22nd, with the results 


Shop after shop along the clogged main 
street is chock-full of goods—cloth, grocer- 
ies, vegetables, household wares, even run- 
ning shoes. The locals say it was nothing like 
this ten years ago. Much of the prosperity 
comes from the economic liberalisation 
brought in early in Mr Gandhi's term. 


As India votes 
































expected on November 27th). The opinion x LM 
polls felt it, too; sorae of them—including ü ыы TIE 

- one by the government's Intelligence Bu. 7099785 party SU. 
reau-—measure it at gale force (see table). If Telugu Desam : F.A 
theyare right, a glance at Buraka, a villagein Communist party (Marxist) = 
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< Delhi by paved road and single-lane finely — Others 54 
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The constituency is thanking hi 
none of it. Mr Malik arrived in Burak 
6.30 in the evening to address the cro 
that had been waiting for him since 11.00 
the morning. All the (Hindu) castes are 1 
him, claims the candidate, and the Mus 
vote goes without saying. On his toune 
that day alone, Mr Malik says, he collect 
32,000 rupees ($1,600) in small donatio 
In a one-minute visit to a local bigwig a 
his speech, Mr Malik was given 2,500 
pees, which he promptly presented w 
great ceremony to the state assembly cand 
date, who is not running as well as he is. 

Mr Malik, who deserted from Mr G 
dhi's ruling Congress party along with I 
opposition leader, Mr Vishwanath Pra 
Singh, has twice been in parliament 
likes this constituency even better tha 
previous one. Between them, says Mr N 
Buraka and its adjoining village have 
voters. The incumbent Congress party 
didate got 2,600 of their votes in 1984, Т 
time, his local operatives tell hi, s 
will get 100-200. All of Uttar Pride: 
India’s most populous state and ¢ 
buckle of the "Hindi belt" that has. 
ways given Congress its stoutest su 
port, has 85 seats; the Janata Dal m 
are expecting to take 70 of them. 
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(x 79 Z 
Mr Malik points to the intense dislike 
ime minster arouses. It began, he says, 
the government's cave-ins to Hindu re- 
s fervour: especially over the compro- 
Mr Gandhi proposed to end the 
du-Sikh clash in Punjab, which he then 
ounced after his political advisers be- 
nervous. This sort of thing 
agonised minorities while doing nothing 
to lift Mr Gandhi's stock among | Hin- 
. Then there was the prime minister's all- 
ы. penchant for high living aboard 
y ships and his prime ministerial 
ing 747 aircraft. Mr Gandhi has trouble 
unicating with ordinary people, both 
horically and (in the Hindi belt) liter- 
ally: he is far "e confident of his English 
tha an of his Hin 

. Andthe biis arms-procurement scan- 
al? Such diseases, say Mr Malik (meaning 
ption), are always around. It would not 
bothered Mr Gandhi normally; but his 
ance was so low because of everything 
that it became a crisis. All that was 
d to complete the picture was the con- 
t presented by Mr V.P. Singh's “honesty 
and in 
The truth is that Indian government at 
whatever level—with its over-regulation, 
er-manning and extortionate bent—is so 
awful that Indians naturally hate whoever is 
ir i charge of it. Next door to Uttar Pradesh is 
little state of Haryana, governed by Mr 
Devi Lal, a close Janata Dal ally of Mr Singh. 
Eve en the kinder words one hears about Mr 
Lal on a journey across his state would be 
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Singh's poster promises integrity 


enough to make most politicians cringe. Ha- 
ryana's ten parliamentary seats ought to be 
secure for Mr Singh. His men think that, be- 
cause Mr Lal is so despised (and because cab- 
inet ministers have been leaving his state 
government over the past week), Janata Dal 
will be lucky to win six of them. 

Fortunately for Mr Singh, most state 
governments (as well as the national one) 
are in Congress hands. If he does win, 
though, he should reflect that unless he can 
do something about the Indian system of 
over-government, the voters may come to 
scorn him as much as they do Mr Gandhi. 


Southern cross and crescent 
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FROM OUR SPECIAL CORRESPONDENT IN ZAMBOANGA 


М AINDANAO, the southernmost island 
LV A. of the Philippines, has long been a vi- 
a place. Legend has it that it gave the 
mpetus for the invention of the Colt .45: 
th семы found at the turn of the cen- 
tury that smaller calibre sidearms could not 
g down the Moros, as the island’s Mus- 
lim E habits are known in Pilipino. In the 
1970s the Moros, alarmed by a flood of 
stian immigrants from elsewhere in the 
ippines, launched a guerrilla war for in- 
endence. It was formally ended in 1976 
by an agreement the Marcos government 
signed in the Libyan capital, Tripoli, in 
1 976; but it has sputtered on since. The 
fighting has left some 50,000 people dead, 
250,000 Moros living i in exile in the 
g bouring Malaysian island of Sabah. 

In an effort to end the conflict once and 
or all, the government of President Cory 
Aquino held a plebiscite in western Minda- 
nao on November 19th. The question was 
whether 13 of the island’s provinces should 
be given more autonomy. Only the odd 



















bomb, theft of ballot papers, ambush of gov- 
ernment troops and massacre of a family in 
Zamboanga disturbed the voting. 

Things were fairly calm in part because 
11 battalions of troops were on hand, but 
mainly because the outcome was a foregone 
conclusion—a huge rejection of the plan. It 
appealed to almost no one. For the Chris- 
tian majority in the 13 provinces, even the 
proposed name of the new region, “Muslim 
Mindanao”, brought shudders. And the 
5m-strong Muslim minority was furious that 
a plebiscite was held at all: the Tripoli agree- 
ment promised Muslims control of the 13 
provinces without a vote. In the end only 
four of the 13 passed the measure. 

All sides were left looking rather silly. 
President Aquino is being attacked by some 
other politicians for her policy of “active 
neutrality” during the campaign: if she 
could not come out swinging for her own 
programme, they say, people were bound to 
assume something was wrong with it. But 
those leading the attack are the same ones 






wis genk three mokis (hesetun- 
der which the plebiscite was held. Only one 
senator, Mr John Osmena, voted no. 


The Moro National Liberation Front 
(MNLF) has also been tarnished. Its pleas for 
a boycott were heeded by many Muslims, 
but they were ignored in Sulu, a small island 
off Mindanao which is supposed to be one 
of the MNLF's main power bases. Threats by 
its leader, Mr Nur Misuri, to launch a new 
jihad may go down well in Jeddah, where he 
lives. But they have little appeal back home 
in Mindanao, where few have the stomach 
for slaughter on the scale of the 1970s. 

The plebiscite's biggest legacy may be 
that, if Senator Osmena has his way, local 
autonomy will become an issue all over the 
country. He is leading what he unabashedly 
calls “a revolt of the provincial elite against 
the Manila elite". The central government 
directs a lot of public cash Manila's way. For 
example, 7396 of the first batch of projects 
approved under the $1.1 billion foreign-a ` 
programme for the Philippines, set up at tl 
Group-ofSeven summit in Toronto last 
year, are in and around Manila. Provincial 
voters everywhere may soon be in the mood 
to clip Manila's wings, even if Mindanao's 


voters this week were not. 





China and Hongkong 


Poor thing 


FROM OUR HONGKONG CORRESPONDENT 


HINESE pride is easily wounded. “Cer- 

tain important figures in the British — 
government", complained the official Peo- 
ble 5 Daily this week, "used the incident of 
the crushing of the counter-revolutionary 
rebellion in Beijing to invoke the 
confidence crisis and defend the interna- 
tionalisation of the Hongkong question.” 
One of those was a very important figure i 
deed, Mrs Thatcher; at last month's Com- 
monwealth summit in Malaysia, she asked 
for foreign help in pressing China to buck 
up Hongkong's confidence. 

She was right to try: Hongkong's 5.7m 
people have precious little confidence in 
their territory’s future after it reverts to Chi- 
nese rule in 1997. Emigration from the col- 
ony was running at 50,000 a year even be- 
fore China shocked the world with its 
Tiananmen Square massacre in June. lt will 
go up unless Britain and other western 
countries soon offer Hongkongers some 
kind of insurance policy—passports, or an 
automatic right of abode overseas—that will 
let them feel comfortable about staying on. 

China blames the problem on “trouble- 
makers" in Hongkong—or on Britain. Mr 
Li Hou, a senior Chinese official responsible 
for ieu said this week that China 

had done nothing the colony could com- 
plain about. It was the other way round, he 
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“We are firmly on course 
for our forecast £2 

` pre-tax profit for 19 
— a 22% increase.” 


Patrick Sheehy, Chairman. 





NINE MONTHS RESULTS Nine months to September 
£1 = $1.62 at 30.9.89 ($1.81 at 31.12.88} 1988 1989 Change 88-89 


PROFIT BEFORE TAX £1,048m £1,228m › | 

























EARNINGS PER SHARE 40.77p 
DIVIDENDS PER SHARE 7.60p + 158% 








@ Pre-tax profit up 17% for nine months — an increase of 21% in the third 
quarter. 


@ Quantum leap in financial services profit to £598m, 42% of Group total, 
with tobacco trading profit increasing to £587m. 


@ Earnings per share 16% higher. 
@ Share buy-back programme already under way. 
@ Restructuring plan on schedule for completion by mid 1990. 


@ Second interim dividend of 10.30p making a total interim dividend of 
19.60p (1988 interim 7.60p out of a full year total of 20.10p). 
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remarked dolefully: a few Hongkongers had 
“done some things to hurt the feelings of 
China" after Tiananmen. 

Be that as it may, the Chinese are deadly 
serious in their anger over Britain’s at- 
tempted "internationalisation" of Hong 
kong. For the gerontocrats in Beijing, Hong- 
kong has always rightfully been Chinese 
soil; the decisions are China's. So for Britain 
to bring others into the picture as it tries to 
rescue confidence is, as the People 5 Daily 
puts it, a plot “to prevent [China] from re- 
gaining its sovereignty over Hongkong”. 

How deeply China's suspicions run can 
be seen in recent attacks (now unconvinc- 
ingly denied) by Mr Li and other officials on 
Hongkong's governor, Sir David Wilson. 
They claim he broke the spirit of Britain's 
1984 agreement with China by saying last 
month that in 1997 Britain would not hand 
Hongkong over to bureaucrats from Beijing. 
Instead, said Sir David, “Hongkong is to be 





run by the people of Hongkong." That is 
precisely how the agreement has been read 
in the past by both sides. But now, appar- 
ently, it is a reading that assaults China's 
sovereignty. 

Unfortunately for the people of Hong- 
kong, there is no soothing the rancour be- 
tween their present and future rulers. Two 
weeks ago China and Britain agreed to end 
their “megaphone diplomacy” of the past 
month or two. But the megaphones have 
merely been rewired. This week, in a 
pointed reference to Mr Martin Lee and Mr 
Szeto Wah, the most liberal members. of 
Hongkong's Legislative Council (Legco), Mr 
Li stressed the need to "prevent Dalai-Lama- 
style legislators from being let into the legis- 
lature” after 1997. He also hinted that there 
might be no places, or only limited ones, in 
Legco for foreign nationals. 

That is most certainly against the spirit 
of the 1984 agreement—and probably 


against its letter, too, since it reserves for 
ethnic Chinese only the chief executive's 
post and the most senior jobs in the civil ser- 
vice. It is also against common sense. The 
present Legco contains both appointed and 
elected "foreign devils" whose abilities are 
respected by even the most chauvinistic of 
Hongkong's Chinese. Does China really 
want to send out the signal that non-Chi- 
nese are not wanted? If so, the integrity and 
efficiency of the police (915 expatriates out 
of 3,000 senior officers) will be in serious 
doubt. The same goes for the Independent 
Commission Against Corruption, a tenth of 
whose staff of 1,165 are expatriates, and for 


the already shaky judiciary. 


Unfortunately, what China wants in the 
way ofa post-1997 Hongkong, China proba- 
bly gets. Which is why, whatever proud 
China may say, Hongkong needs all the in- 


ternational help it can find. 








FROM OUR CHINA CORRESPONDENT 


R JIANG ZEMIN, China's Commu- 
nist party general secretary and the 
just-installed chairman of the Central Mil- 
itary Commission (replacing the “retired” 
Mr Deng Xiaoping), this week modestly 
proclaimed that his “abilities fall far short 
of what the position demands.” He is 
right. Consider the gobbledygook by 
which Mr Jiang proposes to run China's 
economic policy: 
In reforms and opening to the outside world, 
we should correctly combine the planned 
economy with market regulation, and ear- 
nestly achieve a sustained, stable and harmo- 
nious economic development. 
It is gobbledygook because market forces 
and central planning are plainly incom- 
patible. The result of trying to combine 
them is that China's economy has been 
lurching clumsily between hyperactivity 
and stagnation. 

In the past two months the joint-ven- 
ture factories of Volkswagen, Chrysler 
and Peugeot have all come to a near-halt 
because government departments have 
had no money to buy their products. This 
week, breaching the tight-money policy 
that is supposed to squeeze out inflation, 
the government announced that the Peo- 
ple's Bank of China and the Industrial 
and Commercial Bank have provided 
emergency loans to clear the backlog. 

Such stop-go nonsense does not augur 
well for Mr Jiang's goal of "sustained, sta- 
ble and harmonious” development. Yet it 
will become commonplace as state-owned 
enterprises—which groan under 108.5 
billion yuan ($29.3 billion) of debt—plead 
with the government to forestall bank- 






































In a pickle over cabbages 


ruptcies. Not that they have much to 
worry about: since the bankruptcy law 
took effect last year, only three enterprises 
have been allowed to fail. 

A market economy, too, would have 
suffered from the tighter money that 
China has needed. But not so absurdly. 
The now-celebrated cabbage saga explains 
why. Last year China’s farmers, respond- 
ing to low prices, did not grow as many 
cabbages as usual; consumers, looking at 
30% inflation and the possibility of a cab- 
bage shortage, went on a panic-buying 
spree to get supplies for the winter. 

Enter Mr Chen Xitong, mayor of 
Beijing. Determined that the capital 
should not again fall victim to market 





Working on an industrial decline 


forces, he decreed this year that local 
farmers should increase cabbage planting 
by 20%, in exchange for guaranteed 
higher prices and secure supplies of pesti- 
cides and fertilisers. The predictable result 
came this month in a glut of cabbages: 
some 80,000 tonnes rotting in the city and 
another 200,000 tonnes rotting in the 
fields. A desperate Mr Chen ordered all 
public offices to stock up on cabbages and 
told private citizens it was their “civic 
duty" to do the same. The official Beijing 
Daily had the nerve last week to call Mr 
Chen's policy a success. 

Even the good news—that the year-on- 
year inflation rate fell from 25.5% in June 
to a claimed (and unbelievable) 7.696 in 
the main cities in October—must be tem- 
pered by thoughts of how difficult recov- 
ery will be. Industrial production fell 296 
in October, the first decline in a decade. 
Now the Ministry of Finance has admitted 
that the government has a domestic-bond 
debt of 80 billion yuan, of which 30 bil- 
lion is to be repaid next year—when some 
$7 billion of China's $40 billion in foreign 
debt also falls due. The ministry promises 
the debts will be paid on time—which 
means new domestic loans will have to be 
raised to pay off old ones. 

But how? Already, 496 of a worker's 
salary is deducted to buy state bonds, and 
another 8% to buy public-debt bonds. 
Workers will not take kindly to being 
forced to buy another 10 billion yuan- 
worth of bonds on top of the 12 billion 
issued only five months ago. One answer 
would be to pay positive interest rates— 
which would add to the government's fi- 
nancial burden. The tempting alternative 
is to print more yuan—which would send 
inflation up again. It is not a good time to 
be Mr Jiang's economic adviser. 
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WASHINGTON, DC 


OR seven years, without interruption, 
the economy has been growing: the 
longest peacetime boom this century. But as 
1990 approaches, there is a risk of it all com- 
ing to a juddering halt. Inflation and the 
trade deficit both stubbornly refuse to go 
away. Should this cocktail detonate new 
otectionist pressure, next year could be 
cidedly nasty. 
* Start with the accumulating signs of eco- 
nomic slowdown. In October retail sales fell 
by 1% and industrial production by 0.7%. 
Admittedly three temporary factors—the 
California earthquake, the after-effects of 
Hurricane Hugo and the machinists’ strike 
at Boeing (now settled)—made the picture 
worse. And some industries—farm machin- 
ery, oil-drilling equipment—are still doing 
well. But many are not. 

Car sales in early November were down 
by nearly a quarter compared with a year 
ago. The car-makers themselves are partly to 
blame. They offered such big discounts in 
the summer that the new models introduced 
this month with few discounts are not sell- 
ing. Steel is losing sales, and will lose more 
unless the car industry picks up. The hous- 
ing market and construction are both flat. 
Company profits are falling. 

In earlier tímes these events would prob- 

`Су have turned into a full-scale slump. 
Aat could still happen, though Mr Michael 
‘Boskin, President Bush's chief economic ad- 
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viser, cautions against the assumption that 
all booms must come to an end. He also 
points to the 1986 slowdown which was fol- 
lowed by two years of strong growth. One 
observer likens the slowdown to a tire with a 
slow puncture, not the blow-out that has of- 
ten ended previous expansions. Mr Boskin 
hopes that this means no outright récession. 
Maybe: anyway it signals a return of the two- 
tier economy of the mid-1980s, with GNP 
growth over the next few months—perhaps 
at a 196 annual rate—driven by service in- 
dustries which, unlike manufacturing; are 
partly recession-proof. 

Services are also driving inflation. Con- 
sumer prices in October. were 412% higher 
than a year earlier. Labour costs (which in- 
clude health-care benefits as well as wages) 
are rising at a similar rate. Yet the chairman 


of the Federal Reserve Board, Mr Alan 
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Greenspan, has publicly committed hints 
to a goal of price stability. In practice: 
seems to mean consumer-price inflation 
112-296, the level at which it should stop a£ 
fecting economic decisions. Even so,- 
body can calculate the cost in lost output c 
getting there. And it is not clear that bus 
nesses, politicians or voters are keen to 
out. M 
Mr Greenspan and his fellow-membe 
on the Fed board are not about to emba 
on a damn-the-torpedoes pursuit of th 
goal. But they also know that too mu 
monetary relaxation could push che eci 
omy off its gradual disinflating path. And, as 
Mrs Margaret Thatcher may have reminded 


path, the price of return can be high. | 
Hurried action is out of character fo 
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the Greenspan Fed. The board has allowed 
the short-term federal-funds rate to drop 
since the summer from 934% to 812%. By 
early next year, the rate could be down to 
8%. Even that would not mollify the Fed's 
:ritics, such as Mr Jack Kemp, the housing 
secretary, who have been calling for 4-5%. 
As a tool of economic management, fis- 
cal policy is still unworkable, despite this 
week's belated budget deal between Con- 
gress and the administration (see next 
огу). And though the prospect of defence 
may make deficit-chopping easier, it has 
created new tremors in areas dependent on 
ncé spending, such as New England, 
irginia, Texas and southern California. 
Behind these fears is worry about debt. 
What will the pétering out of a seven-year 
boom do to companies that have indulged 
a debt-creating orgy? The risks can Бе ex- 
rated: ten years ago American industry 
under-borrowed compared with its in- 
nal rivals, and even today it is not 
line. Nevertheless interest pay- 
ts now account for a quartet of aggre- 
трапу cash-flow, with the propor- 
ion far higher for some firms. It would not 
take much to tip them into insolvency: a fear 
лаг has been causing occasional stockmark- 
t jitters. 
The murkiest outlook is still external. 
timists were encouraged by the sharp 
p in the trade deficit in September. But 
ost all economic models agree that, with 
e dollar strong, fiscal policy stuck and only 
modest revival in private saving, the trade 
icit in 1990 will stay at around $120 bil- 
n. The models may be wrong. Even so, 
urrent account—swollen by the inter- 
"burden from borrowing to finance previ- 
ous trade deficits—is unlikely to improve by 
much. 
<- That raises two familiar spectres. One is 
at the Japanese and other non-Americans 
ll stop financing the deficit through in- 
tment, leading to a dollar collapse that 
could both force a recession and rekindle in- 
flation. But gloomsters have been talking of 
this for years. Private foreign investment did 
dry up twice in 1987; since then the current- 
account deficit has been readily financed 
rough asset sales. Japan’s financial institu- 
tions are sufficiently flush with cash to go on 
paying for American profligacy for some 
time yet. 
- The more frightening spectre is growing 
pressure for protection against both imports 
and foreign investment. True to form, the 
economic slowdown has seen a sharp up- 
surge in complaints to the International 
rade Commission of unfair trade practices. 
There are calls for managed trade with Ja- 
an. The EC and America are teetering on 
the brink of a row about oilseeds and soya. 
Early next year Congress will be panting for 
etaliation under the super-301 provisions 
of the 1988 trade act against the three coun- 
tries cited last May: Japan, Brazil and India. 
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Democrats could make trade and foreign in- 
vestment big issues in the 1990 congres- 
sional elections. 

The administration could shake this off 
by stressing the need to complete the GATT 
Uruguay round of trade negotiations by the 
end of 1990. Unhappily, the GATT round is 
progressing at snail’s pace, largely thanks to 
the intransigence of America’s trading part- 
ners. Mr Bush’s free-trade rhetoric may 
soon face its severest test. 

__ ж 





Budget 


Thanks to. 
Thanksgiving 


WASHINGTON, DC 


OTHING speeds up work like an ap- 

proaching holiday. Congress, deter- 
mined to adjourn before Thanksgiving on 
November 23rd, broke up at 4am on No- 
vember 22nd. This has meant putting off ac- 
tion on child care, clean air, housing and 
many other bills until January. But two bits 
of business were finished: the budget for fis- 
cal 1990 (which began on October Ist) and 
the scrapping of the 1988 catastrophic-ill- 
ness act. 


The budget package, which purpo » 
cut the 1990 deficit by about $15 billion to 
around $105 billion, replaces the $16 billion 
Gramm-Rudman cuts—but not entirely. 
The biggest single saving ($5 billion) comes 
from allowing the automatic monthly cuts to 
continue until February. Over half the re- 
maining cuts come through gimmicks such 
as speeding up taxes, shifting pay-dates and 
putting the post office off-budget. Some $4 
billion comes in disguised new taxes, includ- 
ing an extension of the tax on airline tickets. 
There are small cuts in Medicare and agri- 
cultural-support payments. 

The most significant feature of the bud- 
get bill had nothing to do with the budget. 
Congress, urged on by the administration, 
has completely revised doctors’ fees under 
Medicare, the government programme for 
reimbursing the health-care costs of the el- 
derly. Doctors’ fees will now be based ona 
relative-value scale, devised by a Harvard = 
ademic, which echoes Marx’s labour thec 
of value. And total spending on doctors will 
be controlled. Private insurers will follow 
Medicare’s lead, though doubts. remain 
about the efficacy of price and volume con- 
trols for reining in soaring health-care costs. 

In its closing moments Congress also re- 
pealed the 1988 catastrophic health-care 
law. Throughout the year the elderly had 
been rebelling against the extra taxes they 





ST LOUIS, MISSOURI 


A HALFTIME a solitary figure, 
dressed like a Hollywood Red In- 
dian, strides into the spotlight, perform- 
ing a dignified parody of a Native Ameri- 
can ritual dance. Students at the 
University of Illinois, who call their foot- 
ball and basketball teams the Fighting 
Illini (the long-extinct tribe of Native 
Americans from whom the state took its 
name), have supported this tradition for 
63 years and nobody questioned it. Now 
the state's junior senator, Mr Paul Si- 
mon, has raised an objecting voice. 

Mr Simon, whose adoped son Martin 
is a Native American, signed a petition 
circulated by a Chicago-based Native 
American group asking the university to 
drop Chief Illiniwek’s ethnically insensi- 
tive performance. His colleague, Senator 





Cowboys and Native Americans 





Alan Dixon, rallied to the tra- 
dition’s defence. The univer- 
sity decided that it would keep 
the chief, but ordered the band 
and cheerleaders to stop wear- 
ing orange and blue warpaint. | 

Stereotyping of Native © 
Americans is a last bastion of 
open racial prejudice in Amer- 
ica. People who would never 
call a black person a negro, and are get- 
ting ready for the change from "black" 
to "African American", still use the term 
"Indian" for Native Americans and per- 
petuate images like squaw, happy hunt- 
ing ground and scalping. Washington 
calls its football team the Redskins; At- 
lanta calls its baseball team the Braves 
and Cleveland calls.its the Indians (nick- 
name: the Tribe). ; 

Why, asked one Native American 
group, aren’t teams called the Jews, the 
Darkies or the Pollacks? What is un- 
thinkable for other ethnic groups is rou- 
tine for Native Americans. Except, per- ; 
haps, for Pekin, Illinois (so named, it is 
said, because it is actoss the globe from - 
Beijing), which calls its high-school 
teams the Chinks. 
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AT SHERATON LITTLE THINGS MEAN A LOT 


He is at your service, personally, 
throughout your stay at Sheraton 
Towers. 

Anticipating your every need, night 
or day. 

Yet don't be surprised if you barely 
notice his presence. 

For that is what makes him special. 


He is only there when you need 
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him, never when you don't. 

A point you'll appreciate when 
asked if you'd like your suitcase unpacked. 
Or clothes pressed. 

Should a button need replacing, 
shoes polishing, you'll find him magically 
at hand. 

Sometimes, the little things that 
mean most іп a hotel, are the least visible. 
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(You read this magazine and you never heard of Sunkyong, 
a $77billion business with 20,000 employees i in 36 counties) 


That's probably because you Sunkyong is one of the leading create new products, markets and 
_ don't see our name on cars or TVs. business groups in Korea, built on jobs all over the world... 
Although we аге а world-class pro- advanced technology, dedicated to Please direct all inquiries 0 


| the celebrated Korean work ethic and — Sunkyong Group, Department 21, PO. 
. andchemicalsto fiber, film and video guided by the best modern manage- Вох 1544, New York, NY. 10116. 
| tape And weareinthetopl00on ment techniques. Fax: 201-933-3976. 
p ud Fortune International 500 list. We seek partnerships with 
{ growing companies, helping to 
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would have had to pay to insure themselves 
against super-expensive medical bills. The 
House of Representatives four times voted 
to scrap the law. The Senate was 
reluctant—it wanted merely to trim back 
the benefits and taxes—but eventually gave 


in. Conservatives cheered this first example 
ever of a rollback of a social programme. 
Others glumly expect a new burst of grum- 
bles from old people who may now face ris- 
ing private insurance premiums in place of 
the taxes they hated so much. 





Defence 


Apocalypse now 


WASHINGTON, DC 


ROBDINGNAGIAN 
dreams of ап ever-ris- 
ing defence budget have 
been rudely dashed. Mr 
Dick Cheney, the defence 
secretary, has asked the 
three services to suggest 
“ow they might change 
eir spending plans if, in- 
stead of seeing their bud- 
gets rise after 1991 by (a 
real) 196 for two years and 
296 for two more years, they 
were given 596 cuts in each 
of the next five years. 

This reached the 
world's ears as a $180 bil- 
lion cut over five years in 
the Defence Department's 
budget. Indeed, the depart- 
ment presented it in that 
way. It was nothing of the 
kind. It was a lowering of fu- 
ture growth in the defence 
budget by that amount and 
areal cut of perhaps $50 bil- 
lion—not much more than the defence bud- 
get has shrunk in the past five years. 

To the generals, it will feel more than 
this. They have coped with the slowly falling 
` idgets of the later Reagan years by repeat- 
Йу postponing their purchases into the 
four "out-years" of the five-year plan that 
the department regularly updates each year. 
If now unkindly denied those bulging out- 
years, they will have to cancel 
proposed purchases or close 
more bases and dismiss 
soldiers. 

Mr Cheney’s ostensible 
reason for these lowered expec- 
tations is plausible enough. 
They will be forced on him by 
Gramm-Rudman-Gorbachev 
(the phrase is Mr Lawrence 
Korb's of the Brookings Insti- 
tution): the need to shrink the 
budget deficit plus the disap- 
pearance of the enemy. But the 
timing makes it seem almost 
like a unilateral gift to Mr 
Mikhail Gorbachev before the 
Malta non-summit on Decem- 
ber 2nd. President Bush’s ad- 
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Will Cheney be bringing them home? 











visers have refused to rule out the possibility 
of springing a surprise on the Soviet leader 
at Malta (though Mr Bush has now assured 
America's allies that no surprise will be 
sprung on them). Mr Cheney's cuts open 
the way to an offer of conventional-force re- 
ductions that goes beyond the aim of the 
talks going on in Vienna. 

But the timing may have more to do 
with the fact that Mr Cheney is 
to present his boss with a sug- 
gestion for his 1991 budget re- 
quest in the week after Malta. 
By getting it in first he disen- 
tangles his proposal from what 
happens in Malta. For Mr 
Cheney's real target was not 
the Russians but the American 
Congress. 

The defence secretary has 
embarked on a very different 
strategy from Mr Caspar Wein- 
berger's; he liked to aim high 
the better to bargain with Con- 
gress. Mr Cheney will aim low 
in the hope that Congress will 
treat his request more seriously 
and not try to micro-manage 


his budget. His request for 1991 will be 
about $20 billion (4.596) below the level pro- 
jected in last year's budget. This is a real cut 
of about 396. 

Mr Cheney says that his new five-year 
plan for the years after that is so far only an 
exercise for the services: show us what 
would happen if you cut your plans by $180 
billion by 1994. In this kind of game, the 
winner is he who makes his cuts look the 
most painful. Indeed, the Machiavellian ex- 
planation of Mr Cheney's motives may be 
that he is hoping to frighten Congress into 
giving him the expanding 
budget he would much 
rather have. 

If so, the air force's 
prompt response was nicely 
calculated. It predicted that 
it would have to close 15 
bases, eliminate five fighter 
wings, stop buying F-16fight- 
ers, retire Minuteman-2 
missiles and B52 bombers 
and slow down its rate of 
purchase of Stealth bomb- 
ers. Congressmen infinitely 
prefer debilitating budget 
deficits to base closures in 
their districts. The navy 
and the army were similarly 
apocalyptic. The navy sug- 
gested 100 fewer ships and 
two fewer carrier battle 
groups by 1994. The army 
suggested it would have to 
lay off 200,000 men. 

The defence industry 
took fright. Share prices in 
aerospace and defence com- 
panies fell by up to 10% on the first day of 
trading after the “cuts” became known. 
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Armenia 


Angry men 


WASHINGTON, DC 


66T TIS not often,” said Senator Bob Dole 
this week, “that a commemorative 
resolution turns out to be one of the most 
controversial items of a congressional ses- 
sion.” Mr Dole belongs to a body accom- 
plished at slipping through resolutions to 
commemorate such events as National Farm 
Safety Week, National Spina Bifida Month, 
National Women Veterans of World War ЇЇ 
Day, National Morgan Horse Week and Na- 
tional Red Ribbon Week for a Drug Free 
America. Presumably, Mr Dole thought he 
was doing much the same in asking the Sen- 
ate to commemorate, for next April, Na- 
tional Day of Remembrance of the 75th 
anniversary of the Armenian genocide of 
1915-23. 
The idea came to Mr Dole after a trip to 
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he part of Soviet Armenia hurt by last 
's earthquake. Moreover, an Armenian 
eon saved his arm when he was 
ded at the end of the second world 
war. It was instantly popular with Arme- 
nian-Americans and 62 out of 100 senators 
co-sponsored the resolution. It was instantly 
infuriating to the Turks, who have always 
maintained that the Ottoman empire did 
not commit genocide but presided over an 
especially bloody civil war. Turkey has lost 
more than 50 diplomats to Armenian ter- 
rorism since 1975. It is not wise to infuriate 
Turkey, a member of NATO, and senators 
having second thoughts. By Novem- 
ber 20th, when Mr Dole said he would not 
press the resolution now but in the new 
year, the number of co-sponsors had 
dropped to 47. 

.. The opponents of the resolution argued 
that it would put at risk several military con- 
tracts with Turkey and damage the present 
pro-American regime in Ankara. When the 
Dole resolution narrowly passed the Senate 
Judiciary Committee, Turkey placed several 
mild sanctions against American forces, de- 
nying a bombing range to F-16s and cancel- 
li ng port visits for American ships. 
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| Town versus gown 


! e 
| BURLINGTON, VERMONT 


" 
|. j. оен 200 years, a university ought to 
| have a clear view of its identity. Not 
` во the University of Vermont, in a mess 
| because it cannot decide whether it is pub- 
|j lic or private. The citizens, and the state 
| ` government, of Vermont like to think of 
| their university as a public institution, 
| dedicated to the higher education of 
: " Vermonters. The university thinks of it- 
| self as private, with some public 
||| components.The fight turns on such vital 
|| matters as finance, research, student re- 
| | cruitment and administrative salaries. 
| By its charter, the UVM is a peculiar in- 
| stitution. Founded in 1791 as a private 
| university, it became the University of 
} Vermont and State Agricultural College 
|| in 1865 but did not receive any public 
| money until the late 1950s. And, com- 
|. pared with most state universities, it still 
|| gets only a pittance. 
| | Nobody cared much about the univer- 
| sity's status so long as it was not doing par- 
| ticularly well. But under President Lattie 
|| Coor's 13-year tenure, the UVM began to 
|| gain a national reputation. Standards rose 
|| and so did r grants: non- Vermont 
|| students flocked to the school. The uni- 
|. versity felt it had arrived when, іп the 
FI. mid-1980s, a prominent education writer 
| named it one of America’s eight best pub- 
| lic universities alongside such giants as the 
4 universities of Texas, Michigan and Cali- 
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The Turks managed to enlist the aid of 
some Jewish organisations in the United 
States. Allegedly, the Turkish foreign minis- 
ter, whose country is the only Muslim na- 
tion, apart from Egypt, to have diplomatic 
relations with Israel, asked Jewish-American 
leaders for help in defeating the resolu- 
tion—and got it. 

Mr Bush was in trouble having said, in 
an unwise moment during his election cam- 
paign, that he would support such a com- 
memoration. He told Mr Dole he could not 
support this resolution as worded: in other 
words, remove the word genocide. His back- 
pedalling infuriated the Armenians. 

And so it went, down a daisy chain of 
indignation. Historians mostly agree that 
genocide is too strong a word for the slaugh- 
ter of about 1!2m people that took place in 
Turkish Armenia in those years. But as Mr 
Dole said this week: “This resolution com- 
memorates events long since past, perpe- 
trated by people long since dead, in an impe- 
rial state long since swept away by history." 
At least Turkey is now opening its Ottoman 
archives to scholars; perhaps some ques- 
tions will at last be answered. 











Too smart for the state's good 


fornia. 

But while the university's national 
reputation soared, its Vermont reputa- 
tion soured. The press got hold of an 
embarrassing university memo on student 
recruitment which seemed to favour 
wealthy applicants; administrative salaries 
turned out to be much higher than the 


state governor's; the university's research . 


Animal rights 


And wrongs 


QUARTER of a century after a law was 

passed on the use of animals in re- 
search laboratories, and four years after 
Congress added extra provisions, the De- 
partment of Agriculture has come up with 
two reports on how the law should be car- 
ried out. A third report, laying down stan- 
dards, is yet to come. In the past, cases 
brought against offenders were easily 
hushed up: animal-rights activists have kept 
the issue alive. 

The original law was supposed to cover 
all warm-blooded animals, but, unsurpris- 
ingly, mice and rats are not protected, 
whereas dogs, cats, primates and hamsters 
are. Around 17m-22m animals are used each 
year for academic research, and another mi!- 
lion or so by the cosmetics industry. Some с 
these experiments do little more than dupli- 
cate one another. 

When all three reports are out, the Agri- 
culture Department will start laying down 
the law. Researchers will be required to see 





on  bovine-growth hormones made 
Vermonters question the university's 
commitment to the family dairy farm. 

One of the most sensitive issues was 
the changing ratio of Vermont to non- 
Vermont students. This is now about 50- 
50. The university is committed to take all 
qualified Vermonters, and it argues that 
the outsiders, who pay 2Y2 times the in- 
state tuition fees, subsidise the Vermont 
students. But now that the UvM is so pop- 
ular, the Vermonters are costing the uni- 
fee $8,000 apiece in "lost" tuition 
ees. 

A couple of months ago the chairman 
of the state's House Appropriations com- · 
mittee sent a fierce letter to the universi- 
tys trustees demanding, among much 
else, that the university show that its re- 
search is relevant to the state and that its 
tenure decisions are justified. The chair- 
man of the board of trustees sent back a 
scorching reply to this “assault” upon 200 
years of academic autonomy. 

Over the past 15 years the state's share 
of the UvM budget has dropped from 22% 
to 1396: the president is obliged to spend 
more time seeking private and federal aid 
than in lobbying the legislature. But the 
state looks at it differently: over the same 
period the university's appropriation has 
risen from $8.5m to $30m, and is the larg- 
est single cheque the state writes. Vocifer- 
ous critics in the legislature denounce the 
ПУМ as an elitist ingrate—but they are un- 
willing to supply the money that might 
make it more truly a state university. 
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Tugging at the heart strings 


that dogs are exercised regularly and to pro- 
mote the "psychological well-being” of 
monkeys and other primates. Other regula- 
tions will fix the size of cages. 

The cost of the new rules will, no doubt, 
be reflected in medical bills. Drug compa- 
nies complain that the amount of extra 
money will be prohibitive: more than $1 bil- 
lion for new cages and other facilities. Sotto 
voce, the Agriculture Department has 
promised that the new regulations will not 
really be too expensive. 

But enforcing these provisions will 
strain the department's resources. Its in- 
spectors, besides visiting laboratories, must 
also supervise thousands of breeders, dealers 
and transporters of animals. Until now the 
inspectors have seldom called for action, 

d almost never against the larger universi- 

s and drug companies. The animal-rights 

groups have accomplished more, taking ad- 

vantage of the freedom-of-information laws 

' to force research workers to describe their 

experimental procedures in detail—and 
sometimes to abandon them. 

Some of the big cosmetic and pharma- 
ceutical companies have shown what can be 
done without the use of animals. Avon and 
Revlon, for instance, have found that they 
can ensure the safety of their products with- 
out testing them on animals. And the chem- 
ical industry is challenging in court the gov- 
ernment's requirement that pesticides and 
sprays be tested on animals to ensure that 
they do not cause cancer. It claims that 
cheaper and more sophisticated tests can do 
the trick. 

The use of animals is on the wane in 
other areas. Massachusetts and California 
have passed laws that require schools to pro- 
vide alternatives for children who object to 
dissection. Nearly 6m animals, 3m of them 
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McMistake 


HAD a letter from a reader ask- 
ing us to look into a rumour that 
McDonald's, a hamburger chain, was a 
financial supporter, through the fund- 
raising group Noraid, of the Irish Repub- 
lican Army (IRA) and hence of terrorism. 
The rumour, which is entirely false, be- 
gan to spread in May when a trickle of 
letters from the public reached British 
members of parliament. One of the let- 
ters makes it clear how it started. 
It seems that Cable News Network 
carried a financial programme in which 





frogs, die every year in school labs. But there 
are now computer programmes to show 
schoolchildren how the body works. Some 
of America's medical schools no longer 
make animal-dissection a prerequisite for a 


America's rivers 


Is Big Red to work for its living? 


SHREVEPORT, LOUISIANA 


The Red Rivée—the Texas Oklahoma boundury ао боғ 440 айы 
of America’s most famous rivers. It has also been опе of its most useless. - 
The second in an occasional series on America's rivers 


FOR most of its 1,600-mile 
course, from Curry County in 
New Mexico to the Mississippi 
River in Louisiana, the Red 
River has always proved more 
trouble than it is worth. 

Cowboys driving Texas 
longhorns up the dry, dusty 
Chisholm Trail to Kansas dreaded the flash 
floods and the quicksands on the river's 
western reaches. Farther east, where grass- 
land gradually gives way to sweet gum, dog- 
wood and wild magnolia, the river was once 
the southern border of the new lands of the 
"civilised" Indian tribes. They were forcibly 
transported there on the promise that white 
men would forever be kept out. That prom- 
ise was soon broken, like all the rest. 

On the swampy, jungly Louisiana 
stretch the effort started by Captain Henry 
Miller Shreve to make the river navigable up 
to Shreveport, by breaking a mighty logjam 
called the Great Raft, had succeeded by the 
late 1800s. But then the arrival of the rail- 
way ruined it all. Trains were trendy and of- 
fered much faster transport than plodding 
steamboats. The river was allowed to slip 
back into worthlessness. And, for much of 
its course, has remained a backwater. 

the Texas stretch its economy has 
lagged the rest of the state's. Depressed oil, 


| 1 

































tax-free retirement funds called individ- 
ual retirement accounts were discussed. 
McDonald’s was cited as an employer 
notable for its generosity in contributing 
to its employees’ individual retirement 
accounts, which are always known in the 
United States as IRAs. Some British view- 
ers, picking up the programme by satel- 
lite, got the wrong end of the stick. 

As the global village shrinks and tele- 
vision crosses frontiers, expect more 
such problems between the two great na- 
tions divided by a common language. 


medical degree. Medical researchers, in 
many fields, increasingly rely on tissue cul- 
ture or on computers rather than on ani- 
mals. The result could be a dramatic drop in _ 
animal experimentation. 
—— 22 





agricultural and property prices turned the _ 
state's boom of the early 1980s into a bust: — 
the counties on the river came off particu- 
larly badly. Comparing 1980 with 1988, em- — 
ployment in Texas increased by 21.2%: — 

Bowie is the only one of the three urban 
counties on the Texas side of the river to 
have come close to matching this statewide 
average; in Witchita County employment - 
rose 4.296; in Grayson County it fell 9.1%. _ 

When last year more than 100 Texan 
banks had to close their doors, bankers 
noted with pained amusement that a dispro- 
portionate number of the bust banks were | 
in Mr Jim Chapman's district in the north- 
east corner of Texas on the Red River. Unti 
the mid-1970s that district was represented 
in Congress by Wright Patman, a populist 
who thought interest rates in excess of 3% 
usurious and who spent nearly 50 years in 
Washington scolding bankers for exploiting 
their customers. 

Across the river in Oklahoma is “Little 
Dixie", a land of country music, American 
football and, above all, religion, where peo- 
ple have nicknames like Bubba and Sissy. 10 ~ 
is outstandingly devout even by the stan- 
dards of Oklahoma, two-thirds of whose cit- 
izens consider themselves born-again Chris- | 
tians. The small rural towns of Little Dixie _ 
are set only a long buggy ride's distance 
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apart from each other; they date back to the 
time when farmers depended on real horse- 
power to get to town. They all call them- 
selves cities but whatever they are called 
they are in deep trouble. 

In the old days places became ghost 
towns when the oil or the gold ran out or the 
interstate highway by-passed them. Today 
they die when a supermarket or a discount 
shopping centre opens in a neighbouring 
town. Boswell in Oklahoma is just one of the 
towns to have been hit in this way: people 
deserted the family businesses of Boswell to 
drive across the Muddy Boggy river, a tribu- 
tary of the Red, to the thriving "city" of 
Hugo where they can save money by shop- 
ping at Wal-Mart and Winn Dixie. 

Local boosters hope that tourism will 
help the economy on this stretch of the Red. 
They place much faith in Texoma Lake, the 
largest lake lying wholly or partly in Texas 
and the tenth-largest reservoir (in capacity) 
in the United States.The lake is certainly 
pretty but the hill country to the south of 
Dallas-Fort Worth is even prettier. So most 
ofthe 3m people who live in this great 


plan to make it less salty (the Red River chlo- 
ride control project) ever gets anywhere. 
About 3,600 tons of dissolved salt are car- 
ried into the river each day through ten salt 
springs on its upper reaches in Texas and 
Oklahoma. They have rendered the river to 
Lake Texoma and the lake itself (salty 
striped bass thrive in its waters) virtually un- 
usable as sources of water for irrigation, in- 
dustrial or municipal use. 

A test run on one of these ten springs 
succeeded in intercepting and diverting 
8596 of the salt. The Army Corps of Engi- 
neers is gungho to extract the salt from all 
ten springs. Mr Dave McCurdy, the Okla- 
homa congressman for this stretch of the 
Red River, is among those in Washington 
who want to let the engineers do it. They 
face an uphill struggle. Federal money is 
hard to come by and the Texas-Oklahoma 
border country has less political clout than 
it had when Sam Rayburn of Bonham, 
Texas, was Speaker of the House of Repre- 
sentatives (most of the time between 1940 
and 1961) or when Mr Carl Albert, a 





conurbation (the so-called 
Metroplex) choose to go south rather 
than north in search of rest and 
recreation. 

Only in hunting has this region 
of the Red River an edge that it can 
sharpen. On both the Texas and 
Oklahoma sides, many farmers are 
profiting from the sale of rights to 
shoot on their land. The area teems 
with game. Mr Rick Douglas's ranch 
near Muenster, Texas, is only 663 
acres, a plot rather than a spread. Yet 
on it he has seen, or seen signs of, 
mountain lion, bobcat, deer, wild tur- 
key, quail, dove and rattlesnakes. 

The Red River will be far more 
useful to farmers, particularly on its 
western stretches, if an ambitious 
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spunky congressman from Oklahoma's Lit- 
tle Dixie, held that post (1971-77). 

Only on its stretch through Louisiana, 
where the food (crawfish, gumbo, jamba- 
laya) is as rich as the vegetation, have vision- 
ary plans for the river proved practicable. 
For as long as some legislators can remem- 
ber Congress has voted umpteen million 
dollars a year to broaden and deepen the 
Red River so that it has a guaranteed 
draught of at least nine feet and width of at 
least 200 feet all the way from the Missis- 
sippi to Shreveport. 

Two of a series of five batches of locks 
and dams are already completed. The river is 
navigable all year round up to Alexandria, 
130 miles down river from Shreveport. The 
project is on course to be completed by 
1994, Farmers stand to benefit mightily 
(transport by barge is today far cheaper than 
by rail). So does the lumber industry. A 
deeper, broader river would make it prol 
able to exploit virgin timberlands in nort.. 
west Louisiana. Politicians and businessmen 
farther upstream are lobbying, more in hope 
than expectation, for the federal gov- 
ernment to pay to make the river 
navigable all the way up to Lake 
Texoma. 

In Lousiana itself the Red River 
waterway project is seen as an eco- 
nomic elixir that will create up to 
15,000 new jobs by 2020. But it is 
handicapped by Louisiana having a 
reputation for corruption that is even 
more foetid than its swamps. Mr 
Buddy Roemer, the son of a politician 
jailed on bribery charges, was elected 
governor of Louisiana in 1987 on the 
promise that he would clean up the 
state's politics. He appears to mean it. 
Businessmen are sceptical that he will 
succeed. Unless he does, the Red 
River will remain a backwater. 
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Discerning visitors to New York select 
The Carlyle, one block from Central 
Park, for its consistent excellence. 

The solicitous staff is ever eager to 
„please. Each guest room has a Monitor 


TEL: 79.466.380 


ТУ, VCR and Stereo. 


A proud recipient of the Mobil Five-Star 
Award for 21 consecutive years. 
Member of The Sharp Group since 1967 


Madison Avenue at 76th Street 
New York 10021 FC YA! 
Cable The Carlyle New York Mcd 
620692 

Telephone 212-744-1600 
FAX 212-717-4682 


FOR SALE 


PARC EXCLUSIF 


Own a mountaintop overlooking the 
WHITSUNDAY ISLANDS and 
the GREAT BARRIER REEF. 


760,000m! area (76ha./187 acres) freehold estate 
subdivided into 8 exclusive allotments. 


Average year-round day/night temperatures 
27°/21°C (80°/71°F). | 
2.7km long private bitumened road to the 
mountaintop. 

Mains electricity, fresh water and telephones. 


Recently completed luxury villa of 753 square 
metres on its 3.5ha allotment - half way up 
the mountain. 


SPECTACULAR VIEWS from each allotment. 
Parc Exclusif ... private, secure, unique. 


Send for brochure and details:- 


ZADA РІ. 
P.O. Box 103 
AIRLIE BEACH 
Queensland 4802, AUSTRALIA 


Parc Exclusif 


For SAFE, SECURE living- 
without racial problems. 


FAX: 79.466.775 " THE BEST PRIVATE RESIDENTIAL ESTATE IN AUSTRALIA | 





AS A BUSINESS PART 


Two seminars in Helsinki and Moscow 27. 


January 27 - February 3, 1996 
March 24 - March 31, 1990 


Sponsored by 


Finnair к 
Finnish Institute for International Trade (FINTEA 


USSR Chamber of Commerce and Industry 


The Soviet economy offers both enormous pot 
daunting difficulties. Glasnost and perestroika 
become household words, but many Americans. bus 
people have encountered only frustration in doing business | 
the USSR. ИШ, 

The seminar will provide insights and information from 
top executives of Finnish corporations and senior officals ol 
Soviet trade ministries. Topics will include structuring * 
joint ventures; export and profit transfer issu 
technology exchange; management, accounting and 
auditing of joint ventures; and howto negotiate with the 
Soviets. 

"This seminar helped me get up to 
speed on the complexities of doing 
business with the Soviets.” Roger 
Sellew, Director of Business 
Development, Monsanto Company. 
































































For more information contact: 


US-USSR Trade Seminar 
c/o 301 East 57th Street 
3rd Floor | 

New York, New York 10022 
212/715-1680 
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20% p.a. 


* 
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AIRLIE BEACH | 
WHITSUNDAY COAST. Q.4802, AUSTRALIA. : 





` CLEAN AIR 





CRIME Australian property is increasing in value 


I: 


———— - 











di. t М, 


HE ECONOMIST NOVEMBER 25 1989 - 


Parc Exclusif for: INVESTMENT and HOME, or INVESTMENT and HOLIDAY ESTATE, or 
INVESTMENT and SAFE-REFUGE HOME from political troubles nuclear explosions, earthquakes etc. 
DAREA C. CR HT и Ск E T aD le P Kx. 


PRICE FOR THE WHOLE 76 HECTARES OF PARC EXCLUSIF — U.S. $20 million. 
The prices of the eight individual allotments of Parc Exclusif range from U.S. $500,000 to U.S.$10,000,000 each. 
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- This announcement appears as a matter of record only. ` 
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` DELAWARE MANAGEMENT HOLDINGS, INC. | 


an investment advisory and mutual лай. management firm, 


has sold a ten percent equity interest to 





THE TOKIO MARINE 
AND FIRE INSURANCE CO., LTD. 


The undersigned originated, structured, and assisted in the placement of equity securities 
in the above transaction. Its affiliate, Legend Capital Group, І.Р. continues to. 
hold the controlling interest in Delaware Management Holdings, Inc. 





. CASTLE HARLAN, INC. 


New York 
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Bloodstained El Salvador 


FROM OUR CENTRAL AMERICA CORRESPONDENT 


OR almost a decade American policy- 
makers have maintained two proposi- 
tions: that their own style of democracy 
could be made to work in El Salvador, given 
the military defeat of the guerrillas of the 
Farabundo Marti National Liberation Front 
(FMLN); and that the Salvadoran armed 
forces, adequately equipped with American 
'eapons, could defeat them. All that 
looks less clear now. 

On November 20th, nine days af- 
ter the rebels' latest offensive began, 
the Salvadoran government declared 
that it had won a total victory. Its 
American advisers said the rebels 
would need ten years to recover from 
their setback. But at break of dawn 
next day rebel columns appeared all 
over the rich south-western suburbs 
of the capital. 

They had come out of the slums, 
and brought war for the first time to 
San Salvador's more prosperous 
classes. Among the shanties, the gov- 
ernment's aircraft had fired freely on 
guerrillas and civilians alike. Among 
the homes of the rich, they held their 
fire. Without air cover, government 
troops took heavy casualties as rebel 
snipers pinned them down in the 

reets. The guerrillas—relaxed, con- 
lent, with plenty of ammunition— 
surprised those who watched them as 
much by their daring as by their skill. 

An American official explained that the 
Salvadoran armed forces "are not trained in 
urban combat”. They have been taught to 
make contact with the enemy, retreat, and 
call down fire from their rear. In towns, that 
does not work. They, and their American 
advisers, were humiliated by the guerrillas' 
advance. They were further humbled when 
a group of advisers was trapped by guerrillas 
in the Sheraton Hotel. 

The rebels, it seemed, had broken into 
the hotel to secure sniping positions on the 
top floors, and were surprised to discover 
who was living there. After enjoying the 
showers they calmly withdrew, leaving the 
American soldiers to walk free. Thus, unwit- 
tingly, the guerrillas handed President Bush 
the chance to say he had sent in a special 
unit to-rescue the captives, and would have 
been tough if toughness were needed. 
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SAN SALVADOR 


Frustrated in their pursuit of the rebel 
fighters, Salvadoran soldiers flailed our at 
softer targets, picking on those whom they 
have long suspected of aiding and abetting 
the rebels. That meant in particular foreign- 
ers, or those backed by foreign funds, doing 
social work among the poor. Church groups 
of every denomination, from Mennonites to 





A quest for street credibility 


Episcopalians, saw their offices and projects 
raided and their staff arrested or deported. 
Others left the country under threat of 
death. After the brutal killing of six Jesuit 
priests, including two prominent left-wing 
intellectuals, such threats are serious. 

That crime was committed during cur- 
few hours, with troops nearby, supposedly 
to protect the area. The Jesuits had been 
consulted by President Alfredo Cristiani in 
his contacts with the FMLN’s leaders; but in 
previous days the state radio station had 
been broadcasting allegations that the 
priests were communists, along with calls for 
revenge. There were echoes of the cele- 
brated broadcast message of the early 1980s: 
“Be a patriot, kill a priest." 

El Salvador's extreme right-wingers had 
been playing it quiet, because the United 
States had made it clear that subsidies and 


arms supplies would flow more smoothly to 
a regime that respected the rule of law. In. 
the past month they had flexed their mus- 
cles again, complaining that the military pol- 
icy devised by American advisers allowed — 
the rebels to gather strength. Rather than 
negotiate, they want to implement their own 
bloody solution. The authorities seem to be 
losing control of them. 

Mr Cristiani himself appears shocked ` 
by recent events. His visibly emotional reac- | 
tion to the killing of the priests went flatly 
against the glee of some of his senior minis- 
ters. Mr Cristiani ordered an investigation, 
and the punishment of the killers. He also 
attended the priests’ funeral, as did Mr 
Ruben Zamora, the leader of the dem- 
ocratic opposition (who, like the mur- 
dered Jesuits, had condemned the 
guerrilla offensive). The president 
publicly contradicted his recalcitrant _ 
ministers and disowned the inflam- 
matory broadcasts of state radio. 


Defying the president 
The attorney-general took an inde- 
pendent line, with a personal letter to 
the Pope, giving warning that more 
priests were likely to get killed if they - 
did not steer clear of “liberation the- 
ology”. Mr Cristiani’s orders to his 
army not to harass church workers or 
journalists were flagrantly ignored. i 
Even the loyal American ambassador, 
Mr William Walker, conceded that 
Mr Cristiani had “management prob- 
lems”. 7 
The right-wingers blame Mr 
Cristiani for trying to resolve the con- 
flict by negotiation. By setting their 
death squads to work, they helped the 
negotiations to fail. The guerrillas ` 
may not have wanted them to succeed ei- 
ther. They had broken off the planned 
monthly peace talks with Mr Cristiani's peo- 
ple, saying that the government was not tak- _ 
ing them seriously. This week they offered to 
cease fire and talk again—not to the govern- 
ment, but to the army. 
The guerrillas have provoked the far 
right, and proved their own military 
strength. Bur if they had hoped for a popu- 
lar uprising, they failed badly. They ex- _ 
ploited civilians as a protective shield, then — 
professed themselves shocked when the 
army shot back, disregarding innocent lives. 
That won them no friends. There is no ex- 
cuse for indiscriminate bombing; but after 
years of combat, the guerrillas should have 
learnt that it is the only way the army knows 
how to fight. 
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ROM OUR BRAZIL CORRESPONDENT 


"НЕ gulf between the two finalists who 

А emerged from the first round of Brazil's 

Кы election is as wide as the coun- 

y's bitter social inequalities. Mr Fernando 

| Кое de Mello is rich and smooth, the 

grandson of a former minister. Mr Luis 
nacio da Silva— "Lula", he insists—fled as 

Кым from dustbowl poverty to the fac- 

Es of Sao Paulo, and led famous strikes 

against the military rulers who gave Mr 

Collor his first political opportunities. 

—. Soitlooks as though Brazilians will have 
а real choice on December 17th, when they 
freely elect a president for the first time in 
almost 30 years. But those who like ideologi- 

cal debates may be disappointed. Electoral 
arithmetic is pushing the champions of left 
and right towards the bland centre. 

— [n the first round, on November 15th, 
Mr Collor led with 28.5% of the votes cast, 
against Lula's 16.8%; the gap was 8m votes. 
E oth men need support from the centre. Mr 

Collor's aides are rolling up their silk shirt- 
to rec an admirer of Mrs 

Thatcher into a "progressive social demo- 
rat" phos s leftist militants are furling the 

amped red banners that frighten the 















sleeves 


" avi Collor expects to garner the 12m 
votes cast for various conservative candi- 
dates in the first round. The business lobby 
solidly behind him—so much so that his 
aides have asked Sao Paulo’s powerful busi- 
‘ness federation to keep quiet about its sup- 
port. Yet some of his proposals might well 
disturb the rich. He proposes doubling ex- 
ting tax revenues to finance the spending 
of $94 billion over five years on worthy so- 
ojects. His economic team is from the 
sis ble that bred the cruzado plan of 1986, 
stored up hyperinflation and, the fol- 
lowing year, led Brazil to stop paying interest 
on its foreign debt. 

. . Mr Collor now says he wants to priva- 
tise the foreign debt; the state should stop 
accepting the duty to pay, and leave that to 
the private borrowers who had the money in 
the first place. Asked how this could work 
without a wave of litigation and cross-de- 
faults, he replies with nationalist bluster. 
is in even greater need of allies, and 
las offered to barter policies and ministerial 
jobs to secure a "rainbow coalition" that 
could attract more than 20m anti-Collor 

. votes. He seems likely to win grudging sup- 

port from Mr Leonel Brizola, the veteran 

. populist whom he pipped into second place 
р a mere 450,000 votes. The Communists 
_ will work for him; so will the Roman Catho- 

lic church, which musters many divisions in 
` the countryside. 

` The hardest bargaining will be with the 
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This jungle’s yours 


TO THE delight of envi- 
ronmentalists, the Colom- 
bian government has 
granted Indian tribes the 
land rights to a chunk of 
Amazon rain forest more 
than twice the size of Scot- 
land. Last month a final 
23,000 square miles was added to the 
46,000 already in Indian hands. This 
month the man who did most to bring 
about the deal, Mr Martin Hildebrand, 
head of Colombia's indigenous-affairs 
department, is touring Europe and 
America, describing it to potential aid 
donors. The European Community has 
quickly given $386,000 to help build an 
administration. 

The biggest Amazon country, Brazil, 
has given Indians forest reserves but kept 
the title to the land, and often abused it. 
Peru and Venezuela have confirmed the 
rights of Indians to forest, but have gen- 
erally given them tracts too small to sup- 








Master, again, in his own home 





Social Democratic party, on whose ticket 
Mr Mario Covas came in fourth with almost 
8m votes. The party’s leaders, who have 
ruled out an alliance with Mr Collor, are 
competent people who could help Lula not 
merely to victory, but to sound policies. The 
main change they want is to substitute par- 
liamentary government for presidential rule. 

Lula’s Labour party, chastened by the 
ruins of the Berlin Wall, has given up calling 
for socialisation of the means of production, 
and even sounds hazy about maintaining 
the loss-making state enterprises in which 
the trade unions have most of their 








port their migratory life of hunting and 
cultivation. Colombia has handed over 
half its rain forest, which in turn is 
roughly a third of the country's territory. 
The government has kept the rights to 
minerals and to commercial extraction 
but the Indians will administer the terri- 
tory and decide, with Mr Hildebrand's 
department, who may enter it. 

The arrangement makes sense in a 
number of ways. Mr Hildebrand, as be- 
fits an anthropologist who has worked 
with Indian tribes for 17 years, argues 
that they are the people most likely to 
protect the biological diversity of the for- 
est. In the most protected areas, the Indi- 
ans are not allowed to cut down trees or 
poison rivers; but unlike many white set- 
tlers in other parts of the Amazon, they 
rarely want to. The land which now be- 
longs to them includes much to excite 
botanists, including one of the small 
patches to which the forest probably 
dwindled at the end of the last ice age. 

Colombia's president, Mr Virgilio 
Barco, sees the recognition of Indian 
land rights as an extension of his interest 
in human rights, says Mr Hildebrand. 
Luckily, population pressure in this part 
of Colombia is light. The whole country 
contains only 27m people, most of whom 
live in the north рк Indians and 
white settlers still fight bitterly over 
land). Very few settlers share the indige- 
nous lands with their 70,000 Indians (out 
of perhaps 1m in the entire Amazon). 

Indeed, the region's very inaccessibil- 
ity is one reason for handing it over to 
the Indians. It has seen sporadic guerrilla 
activity, and played host to the occa- 
sional drug laboratory: Indians make 
good look-outs. Much of it borders on 
Brazil, whose aggressive policy of settle- 
ment worries its smaller nei urs. For- 
eign opinion would be doubly outraged 
by any incursion into Indian territory. 
"[t makes sense to sandbag the border 
with Indians,” says a foreign observer. 





strength. But he still clings to four incendi- 
ary principles: an indefinite moratorium on 
Brazil's foreign debt of $110 billion; a rapid 
redistribution of incomes; agrarian reform; 
and a reduction in the armed forces' politi- 
cal influence. Some think the army might 
feel obliged to pre-empt a victory by the left. 

Two-thirds of Brazil's 82m voters are 
dirt-poor, victims of inflation and the col- 
lapse of spending on social infrastructure. 
They may decide that Mr Collor would 
merely continue old policies, and opt for a 
worker-president. Many educated Brazilians 
think that, if there is to be social turmoil, it 
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The best 
exchanges 


happen in 
Singapore. 


engineering, communications or psy 


there are seminars, exhibitions and coniere 


which involve you. They mean a chance: 
listen to top speakers and to discuss th 
developments in your field. | 
And when the thinking i is-over for the 
day, there's an exciting programme of enter- 
tainment in store, From luxurious hotels and: 
thrilling sights, to unlimited shopping and 
a variety of splendid restaurants, Singapore 
offers all the best of exotic Asia. 
And, for your 
professional interest, 
some of the best 


conferences in the 


world. 





| CONFERENCES 1989/1990 C 2620 Sept 1990 


15 
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4-8 Dec 1989 

South-East Asian Regional 
Computer Confederation 
Conference 


29 May — | Jun 1990 
CommunicAsia 90 Conference 
& Exhibition 





g n 


29 May — 1 Jun 1990 
Infotech Asia 90 Conference & 
Exhibition 


International Procurement 90 
Conference & Exhibition 
(INPRO) 


17-21 Oct 1990 
Second International Design 
Forum 











EXHIBITIONS 1989/1990 
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26-28 Jul 1990 

6th International Federation of 
Purchasing & Materials 
Management (IFPMM) Asia 
Pacilic Regional Conference 
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21-24 Aug 1990 
Sealood Asia 1990 Conference 
& Exhibition 


О 


7-10 Рес 1989 
Singapore Informatics 89 








Û 


14-18 Feb 1990 

Asian Aerospace 90 
Exhibition, Airshow & 
Conference 





3-6 Apr 1990 
Food & Hotel Asia 90 





21-29 Jul 1990 
Asia Pacific Furniture Fair 90 
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CONVENTION CITY 
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2% 28 Oct 1990 


Singapore International Fair 90 - 


5-11 Nov 1990 
Singapore International Motor 
Show 90 





Singapore Convention Bureau 
Singapore Tourist Promotion Board 
Suite 1402, Century Square 

1-13 D'Aguilar Street, 

Central. Hong Kong, 


Please send me: 


B 


Nan 


more informatian ê 


the Singapore Convent 
Calendar 


| oe oO وک‎ REQUE HT EE DO РЫМЫН OR SES -— 


Organisation: 


Address: 


SIN 


Where the world comes together. 
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HOW FUJITSU 
KEEPS TRIP STRAUSS 





Tw 


ON TOP IN TOKYO. 


Trip Strauss is a young American 
investment banker working in Tokyo. An 
M.B.A. from Stanford, fluent in Japanese, 
he spends his days selling million dollar 
blocks of equities to large Japanese insti- 
tutional investors. 

The lifeblood of his business is informa- 
tion. "Every дау,’ he says, "| have to tell my 
clients at least one thing they don't know.’ 
To get that information he is constantly 
on the phone or fax around the world, or 
staring into a computer monitor which is 
tied through telephone lines into an on-line 
mainframe computer system back in his 
home office in New York. 


DEMAND IS ENORMOUS 


The demand that he alone places on 
Tokyo's communications facilities is enor- 
mous. And he is only one of hundreds of 
thousands of international businessmen in 
the city. Which is why KDD, Japan's inter- 
national communications company, recent- 
ly got together with America's AT&T to lay a 
new Transpacific Cable (TPC-3) between 
Japan and America. The cable is the first 
optical fiber submarine cable across the 
Pacific, and the longest in the world. No 
thicker than a garden hose, it can carry 
8,000 phone calls at a time, compared with 
fewer than 1,000 for the two huge copper 
cables already in service. 


co 
FUJITSU 


The global computer & communications company. 





REPEATERS ARE THE HEART 


At the heart of this epoch-making sys 
tem, which was designed to last 25 years 
without a failure, are the repeaters. Spaced 
at 50- to 70-kilometer intervals, these in- 
credibly complex devices boost the signals 
across the thousands of miles. These re- 
peaters were manufactured by, among 
others, Fujitsu, one of the world's top com- 
puter and telecommunications manufac- 
turers, with projects completed in 100 
countries. Fujitsu is involved in projects like 
this all over the globe, helping create the 
communications infrastructure that's mak- 
ing it possible for people like Trip Strauss— 
wherever they are—to stay on top of the 
world. 


РЕЧ 1 Т Ч eee Мс“: 


This OS-280M optical submarine branching unit 
is a prime example of Fujitsu's futuristic submarine 
cable technology. One of only a few such devices in 
the world, it comprises an optoelectronic switching 
system required for 3-way branching with a fully 
multiplexed capacity of 8,000 circuits. 
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is best faced now, to put an end to іпећ- 
ciency, corruption and economic misman- 
agement. A victory for Mr Collor might sim- 
ply mean five more years’ stagnation. 

Even stagnation may no longer be possi- 
ble. Mr Sarney’s outgoing government tried 
to stop the Bank of Brazil's employees get- 
ting a fat wage rise which—if followed 
throughout the public service, as the bank’s 
pay settlements usually are—would double 
inflation by the time the new president takes 
over, next March. The courts said the in- 
crease must be paid. The crazy arrangements 
that have kept inflation stable at around 
35% a month could be shattered by the 
shock. Then a new president would have to 
do something new, however hard he tried 
not to. 





South Africa 
‘Killers for 
apartheid 


OR a president of only three months, 

Mr F.W. de Klerk has done a creditable 
job of showing the world that he is serious 
about reform. He has unbanned street dem- 
onstrations, released political prisoners and 
allowed the stillillegal African National 
Congress to make a spectacular return from 
the shadows. His promise on November 
16th to repeal the infamous Separate Ame- 
nities Act, which provides for the segrega- 
tion of public facilities, should have added 
to his reforming lustre. 

The world hardly noticed. South Africa 
has been rocked by allegations that death 
squads operating under the orders of the po- 





They’re safer in uniform 
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Aiding Africa 




























N OLD saw about money spent on 
advertising is that half of it works, 
but nobody knows which half, The same 
might be said about aid to Africa. How 
else to explain a 10% fall in income per 
head in black Africa between 1980 and 
1987, when it was receiving foreign aid 
worth an average of $13 billion a year? 

In 1987 a study found that half of the 
completed rural-development projects fi- 
nanced by the World Bank in Africa 
failed. In its report on the sub-Saharan 
economy, published this week, the Bank 
acknowledges “countless examples of 
badly chosen and poorly designed public 
investments", including some in which 
it, and other donors, took part. 

Perhaps the aid industry could do 
with an infusion of Japanese efficiency. 
In 1988 Japan gave away $9.1 billion in 
foreign aid (second only to the United 
States with $9.8 billion). Its help for АЁ 
rica has increased tenfold since the late 
1970s, reaching $900m last year. 

One Japanese innovation is a “non- 
project grant” programme with three 
special features. First, the aid given un- 
der it is untied—it does not have to be 
spent on buying Japanese goods. Second, 
it is handed out fast: the money given 
must be spent within a year. Last, it is 
explicitly intended to help poor coun- 
tries buy urgently-needed imports of 





spare parts or raw materials. 

The value of such grants is that they | 
enable firms with idle capacity (many 
rican factories operate at less than 30% |l 
of capacity) to boost production. A Tan- _ 
zanian manufacturer of kitchen utensils | 
used the programme to get essential 
spares at a discount and cut the price of 
its products. Beer supplies in Zambia 
were in danger of drying up until Japan 
gave the cash needed to import essential 
brewing equipment at a 16% discount 
below previous prices. And a Ghanaian ~ 

; r 4 
company used the Japanese fund to im- || 
port the high-quality machete blades 
needed to harvest the 1989 cocoa crop. It 
all adds up to another way in which Ja- 
pan beats its competitors. 








lice have for years been murdering oppo- 
nents of apartheid—with a fine disregard 
for their victims' colour. The scare is not 
new: when David Webster, a university lec- 
turer, was murdered last May, his friends 
called for an investigation "within the ranks 
of the police themselves". They later com- 
piled a list of 49 political activists murdered 
since 1977. Now corroboration has come 
from three former policemen who admit to 
being in the assassins' network. 

First to speak out was a black man, Mr 
Butana Almond Nofomela. On October 
19th he signed an affidavit accusing the po- 
lice of running a death squad in which he 
was a member. The former policeman made 
his confession the day before he was due to 
be hanged for the apparently non-political 
killing of a farmer. 

Mr Nofomela claimed that he and three 
other black policemen had carried out the 
brutal murder in 1981 of Griffiths Mxenge, 
a civilrights lawyer from Durban whose 
body was found with more than 40 stab 
wounds. The killers were known as 
"Askaris", former anti-apartheid guerrillas 
who had been captured by the police and 
turned into murderers for the government. 
He said their unit’s commander was an Afri- 
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kaner, Captain Johannes Dirk Coetzee. 
From Mauritius, Mr Coetzee then gav 
an interview corroborating much of M 
Nofomela's account and also implicating the 
police in the killing of two white wo: 
Ruth First, political writer and wife of N 
Joe Slovo, of the South African comm 
party; and Mrs Jeanette Schoon, of the 
South African Congress of Trade Unions. 
The third former policeman to confess was a 
black man, Mr David Tshikalange. Like {г 
Coetzee, he has since disappeared—proba- 
bly abroad. | 
The tide of revelations has buffeted the 
police, who admit to running an “anti-ter 
rorist unit" containing "turned" terrorists 
but say its job is to capture insurgents, not 
kill them. The police say Mr Coetzee left the 
force under a cloud, after an internal in- 
quiry. А psychologist’s report, prod ced 
during the inquiry, found that his п 
equilibrium had been upset by diabetes. 
Even so, many South Africans of all ede 
ours are inclined to believe the allegations, 
The South African Council of Chur 
has established its own board of inquiry, - 
and sent new evidence supporting МЕ | 
Nofomela's testimony to Mr T.P. McNally, a 
justice department official who has been ap- — 


49 


INTERNATIONAL 


pointed to investigate the allegations. 
President de Klerk is under pressure to 
appoint an independent judicial inquiry, 
open to the public and under an obligation 
to publish its findings. If he does, he risks a 


damaging confrontation with the police and 





Syria 





army "securocrats" who were nurtured by 
his predecessor and who already resent their 
demotion under the new administration. It 
will also make it harder for him to keep for- 
eign eyes on the measures he claims he is 
taking to dismantle apartheid. 

a 





The man with the magic 


pe President Hafez Assad rides high again, despite the assassination of 


ese protégé 


OU may not like him, but you have to 

admire his skill. Six months ago the 
pundits started predicting the downfall of 
President Hafez Assad. Six months ago he 
was indeed deep in trouble: at home, in Leb- 
anon and in the wider Arab arena. Now the 
old sorcerer has confounded the world 
again—just in time to mark the 19th anni- 
cM of his ascent to power in November 

0. 

To see the magic at work, remember last 
May’s Arab summit in Casablanca. Mr As- 


sad had a horrid time. He failed to block 


| Egypt's readmission to the Arab League de- 
_ spite the survival of what he considers the 


N 
| 


- treasonable Egyp 


tian peace treaty with Is- 
rael. And he was on the defensive over Syr- 
ia's occupation of Lebanon, where his 
troops were pounding General Michel 
Aoun’s besieged Christian enclave. Virtu- 
ally all his fellow summiteers wanted the Syr- 
ians out. 

Six months later the position in Leba- 


"non has been turned upside down: General 


Aoun is friendless and Mr Assad has the 
Arab world on his side. Mr Assad did it sim- 
ply by refusing to bend. At first, the media- 
tors appointed in Casablanca blamed Syria 
for the Lebanese deadlock, then concluded 
that their candour was profitless. In Octo- 
ber they gave Mr Assad most of what he 
wanted (including permission to stay on in 
Lebanon for at least two years and maybe 
forever) in a new constitution drafted for 
Lebanon in Saudi Arabia. 

Nobody yet knows who prepared the 
bomb that killed René Muawad on Novem- 
ber 22nd, only 17 days after parliament rati- 

the new constitution and elected him 
Lebanon’s president. But the murdered 
man was supported by Syria and under the 
protection of Mr Assad's soldiers. They now 
have a pretext to invade the Christian half 
of Beirut to dislodge General Aoun, who 
had defied the new president and now 
stands accused of killing him. 

This is the sort of gift-horse Mr Assad 
tends wisely to ignore. A Syrian invasion of 
the general's well-defended Christian en- 
clave would entail heavy fighting and might 
jeopardise the political gains of recent 
months. From Syria’s point of view it hardly 
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matters whether it was General Aoun or 
(just as likely) some wild Muslim group 
which blew up President Muawad. Either 
way, it leaves the general isolated and most 
ordinary Lebanese too shocked to heed his 
calls for Syria's eviction. 

If he secures his Lebanese flank, Mr As- 
sad could then concentrate on his main pas- 
sion: confronting Israel. Here, too, his pros- 
pects have improved since Casablanca. Back 
then the talks between the United States 
and Mr Yasser Arafat’s Palestine Liberation 
Organisation were still a novelty. The sum- 
mit accordingly left Mr Arafat free to negoti- 
ate peace with Israel under American aus- 
pices. Mr Assad, who thinks a just peace 
impossible until the Arabs have “strategic 
parity", feared a settlement that won the 
West Bank for the Palestinians but left the 
Syrian Golan Heights in Israeli hands. 

Now Mr Arafat’s hopes of ejecting Israel 
through diplomacy may be receding, and 
with them Mr Assad’s fear of being out- 
flanked. A few of the Palestinians who put 
their faith in American mediation are re- 
verting to Mr Assad’s view that armed strug- 
gle—or at least the threat of it—is a surer 
way than diplomacy to liberate Palestine. 
The Palestinian terror groups which Mr As- 


A Lebanese end for a 17-day president 


sad sponsors in the hope of undermining 
Mr Arafat have declined in influence. But 
the PLO mainstream talks more often than it 
used to about restoring relations with Syria, 
if only as a means of showing impatience 
with the Americans. 

All these developments help Mr Assad. 
His biggest worry, curiously, may be the be- 
haviour of Syria’s superpower patron. The 
Soviet Union is steadily broadening its links 
with Israel (though stopping short of restor- 
ing diplomatic relations). It claims much of 
the credit for steering Mr Arafat into the 
road of compromise, and would like Mr As- 
sad to follow him there. Although the Rus- 
sians are still Syria’s faithful armourers (one 
reason they are owed an estimated $15 bil- 
lion by Syria), they are not keen to arm Syria 
to match Israel. 

The full extent of Soviet doubts was 
spelled out with unusual bluntness recently 
by Mr Alexander Zotov, the Soviet ambas- 
sador in Damascus. He said Russia would 
give Syria a “reasonable defence suffi- 
ciency” to deter an Israeli attack, but would 
not disgorge limitless supplies of arms. The 
Russians had already put this policy into ef- 
fect—for example, by turning down Syrian 
requests for 55:23 missiles (all of which have 
since been destroyed under the Intermedi- 
ate Nuclear Forces treaty). 

Still, Mr Zotov's words reflect a change 
of tone rather than of substance. Thousands 
of Soviet advisers serve in Syria, and the 
Russians are providing advanced SU-24 at- 
tack aircraft to the air force. Meanwhile 
Syria is said to be asking China for the sort 
of missiles Russia will not sell it. Although 
defence spending consumes about 25% of 
the Syrian government’s budget, the coun- 
try's economic woes have not visibly weak- 
ened Mr Assad’s hold on power. The 
ghastly murder of René Muawad may have 
jolted Mr Assad. But he looks like ending a 
difficult year back on top, as usual. 
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Recent developments in East Germany These developments, coupled with a continuing 
have thrown into sharp relief the pros- process of corporate restructuring in response 
pects of wider European economic inte- to the 1992 initiative, should enhance the pros- 
gration underwritten by irreversible pects for the Guinness Flight 1992 Fund. The 
political change. Such changes are likely to fund's share price has appreciated by 31.8%, in 
compound and accelerate the impact of the 1992 US$, since its launch 16 months ago, as against 
initiative, raising the prospects for a sustained an increase of 26.296 by a comparable index. * 
high level of European economic growth. 
West Germany should continue to act as the For Guinness Flight's full investment E 
key ‘locomotive’ as the major beneficiary of the briefing on these important changes and 
Eastern bloc's requirement for both capital and details of the Guinness Flight 1992 
machinery to achieve economic modernisation. Fund, return the coupon. 
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also mobilise a pool of cheap, skilled labour | FUND MANAGERS (GUERNSEY) LIMITED 
whic» shout, осаде iive a vesc a | ee ieee ae d 
flationary impact n Western Europe, helping to Please send me the investment briefing, a prospectus and scheme particulars | 
keep core inflation rates at low levels. | for the Guinness Flight International Fund Limited m 
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guide to future returns and that the value of investments | | 
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This advertisement has been issued with the approval of Guinness Count 
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David or Goliath? 


Size has little to do with brain power in busi- 
ness. Nor with the qualities that separate a 
good bank from a great one. What wins bat- 
tles is creativity, enthusiasm, efficiency and 
standards of personal service. Skills that 
tend to be associated more with a smaller 
bank than with the bureaucracy of an 
international giant. 

Creditanstalt doesn’t rank among the ten 
largest in world banking: but we have 
achieved pre-eminence in Austria. Our 
steadily increasing list of clients has 
chosen us for our abilities, our attitude, our 
geographic strengths and our imaginative 
solutions to their financial problems ~ not for 
our bulk! 


CREDITANSTALT 
Austria's leading bank. 
Head office: Schottengasse 6, A-1010 Vienna, 


Tei. (0222) 531 31/1151, Fax 535 02 03 


London office: 29, Gresham Street, London EC2V 7AH, 
Tel. (1) 822 2600, Fax (1) 822 2663 


New York office: 245 Park Avenue, New York, NY 10167, 
Tel. (212) 856 1000, Fax (212) 856 1234 


Hong Kong office: Exchange Square Tower ut; 
28th Floor, 8 Connaught Place, Central, Hong Kong. 
Tel. (5) 868 3111, Fax (5) 868 515" x 


Further offices in Atlanta, Berlin AGDR). Budapest. Виепов des) Д 
Aires, Dubai, Milan, Moscow, Prague, San Francisco kyo 
















Where in the world 
can we help your 
business? 


... Country Reports give you the facts and ¢ 
figures for 165 countries. 


Providing business oriented analysis for 165 countries, the Country 
Reports will keep you in touch with your international markets. In up to 40 

pages, each report gives you facts, analysis and short term forecasts for all 
the main sectors of the economy every quarter. The annual Country Profile 


provides the essential background information. 


By reviewing important economic and political developments, evaluating 
growth prospects, investment and consumer spending trends, the Country 


Reports alert you to changes in the business environment and indicate 


others on the horizon. 


SPECIAL QUANTITY DISCOUNT 


If you want to subscribe to several Country Reports or even all 92, our 
quantity discount structure will save you money. The more countries you 
take, the more you save. For example if you take more than 5 countries you 


get a 10% discount, more than 10 and there is 20% off. 


To subscribe to one or more of the Country Reports, simply tick the 
boxes of the countries you require and send this page, complete with 
your name and address,to The Economist Intelligence Unit. 





Africa 

Û Angola, Sao Tomé 
and Príncipe 

© Cameroon, CAR, 
Chad 

O Congo, Gabon, 
Equatorial Guinea 

C Ghana, Sierra Leone, 
Liberia 

Guinea, Mali, 
Mauritania 

O Côte d'ivoire 

O Kenya 

Madagascar, 


Mauritius, Seychelles, 


Comoros 
C1 Namibia, Botswana. 
Lesotho, Swaziland 
Û Nigeria 


Û Senegal, The Gambia, 


Guinea-Bissau, Cape 
Verde 

O South Africa 

Û Tanzania, 
Mozambique 

Û Togo, Niger, Benin, 
Burkina 


Please tick the boxes 


D Uganda, Ethiopia, 
Somalia, Djibouti 

0 Zaire, Rwanda, 
Burundi 

O Zambia 

O Zimbabwe, Malawi 


Far East & Australasia 

[3 Australia 

O China, North Korea 

0 Hong Kong, Macau 

O Indochina: Vietnam, 
Laos, Cambodia 

Indonesia 

О Japan 

C Malaysia, Brunei 

O New Zealand 

D Pacific islands: Papua 
New Guinea, Fiji, 
Solomon islands, 
Western Samoa. 
Vanuatu, Tonga 

О Philippines 

Û Singapore 

Û South Korea 

0 Taiwan 

О Thailand, Burma 


indian Sub-Continent 
C. Bangladesh 

Li India, Nepal 

O Pakistan, Afghanistan 
О Sri Lanka 


0 Please enter a subscription to the Country Reports ticked. An Annual 
subscription to one Report is: UK, Europe and Rest of World £90; 


America US$175. Postage is extra outside the UK: Europe £3.00; Rest 


of World £7.00; North America US$12 foreach report ordered. 


© Please invoice me 


О tenclose payment of £/USS$ 


© Please send me further information 


The Economist 


Intelligence Unit 








Telephone: 01-493 6711. 


O Uruguay, Paraguay 
O Venezuela, Suriname, 
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USSR & Eastern 
Europe 
O Czechoslovakia 











13 East Germany 
О Hungary 











О Poland 

О Romania, Bulgaria, 
Albania 

O USSR 

0 Yugoslavia 

Western Europe 

Ci Austria 

G Belgium, Luxembourg 

G Denmark, iceland 

Û Finland 

O France 

О Greece 

G Freland 


Overseas Office: 
215 Park Avenue South 
New York, NY 10003. USA 


Latin America & the О Algeria 
Caribbean © Bahrain, Qatar, Oman, 
CI Argentina The Yemens 
О Brazil O Egypt 
C Chile D Iran 
O Colombia Û iraq 
CI Cuba, Dominican Û Israel 
Republic, Haiti, Û Jordan 
Puerto Rico C Kuwait 
0 Ecuador D Lebanon, Cyprus 
0 Guatemala, Е! O Libya 
Salvador, Honduras C Morocco 
02 Jamaica, Belize, Saudi Arabia 
Ё Bahamas, Bermuda D Sudan 
O Mexico D Syria 
Û Nicaragua, Costa G Tunisia, Malta 
Rica, Panama 
` ү D Turkey 
D кен йома [J United Arab Emirates 
D Trinidad & Tobago, “ j 
Guyana, Barbados, North America 
Windward & Leeward © Canada 
islands: TUSA 
Name noon 
Address 00. 
The Economist intelligence Unit, 
Subscription Dept. (E). 
40 Duke Street, London WIA 1DW. 
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D Netherlands 
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FIRST HALF 
ON TARGET 


+ Pre-tax profit up 17.7% to £186 million. 





















Earnings per share up 23.6% to 25.7 pence per share. 
Interim dividend up 28.6% to 4.5 pence per share. 
ж Passengers up 4.1% to 39.9 million. Cargo tonnage 10.3% up. 


. « Heathrow’s Terminal 3 redevelopment on schedule for completion 
by May 1990. 


* Stansted's new terminal with direct rail access from Liverpool Street _ 


to open, as planned, in Spring 1991. 
* Extensive Glasgow development under way. 


* Additional expenditure for security estimated at £19 million for 
1989-990. | 


* Phone ЕТ CityLine service on 0836 431721 for further commentary 
. on BAA’s interim results and the latest share price, (call charges, 
. including V.A.T. 38p/min. peak 25p/min. off peak). 





+ + | 
The world’s leading international airport group. 


Heathrow < Gatwick + Stansted: * Glasgow < Edinburgh * Prestwick 24 Aberdeen | * 
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Неге come the Czechs, at last 


ATECOMERS though they are to the 
revolution in Eastern Europe, the 
Czechoslovaks came in vigorously when 
they did get moving. Their trouble is that 
their protest is still a bit intellectual, and 
they have to contend with the stoniest-faced 
government in the region outside Romania. 
The government’s aim seems to be to offer 
the newly surfaced opposition a minimum of 
blurry concessions, in the hope that the sud- 
den upheaval on the streets will almost as 
suddenly fade away again. It sounds un- 
likely, but Czechoslovakia’s 
Communists are stubborn 
enough to give it a try. 

When East Germany fol- 
lowed Poland and Hungary 
along the road to change, it 
was clear that not much would 
be needed to bring even the 
stolid Czechs out on the streets 
too. Oddly, the government it- 
self provided the necessary 
push, by publicising on No- 
vember l4th the decision that 
its people would no longer 
need exit visas to travel to the 
West. The decision had appar- 
ently been taken some time 
earlier. It will not make travel 
exactly free, since the regime 
can still withhold passports 
from people it dislikes, and it 
may still be necessary to get 
some sort of police permission 
before you leave. No matter. 
On the same day a trial of four dissidents in 
Bratislava ended with three of the accused 
being let off, and a suspended sentence for 
the fourth. In the week after the Berlin Wall 
came down, those two signs of possible 
change gave Czechoslovaks the encourage- 
ment they needed. 

Three nights later, on November 17th, 
the biggest demonstration in 20 years took 
place in Prague. The police were fairly 
rough, but not rough enough to stop the 
Prague demo turning into a nightly event. 
The protest spread to Brno, Bratislava and 
other cities; a strike stopped work in most 
universities and many theatres (such things 
matter in Czechoslovakia). Mr Jan Fojtik, 
the cheery tough who runs ideology for the 
Communists, and happened to be in Mos- 
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cow, was told by his Soviet counterpart that 
Czechoslovakia needed change, and came 
back mumbling half-agreement. The Roman 
Catholic archbishop of Prague added his 90- 
year-old voice to the call for continued pro- 
test, observing that several other East Euro- 
pean countries had already “broken the 
back" of totalitarianism. 

By November 21st the government was 
showing the first signs of shifting. The prime 
minister, Mr Ladislav Adamec, met a delega- 
tion of dissidents that day and told them the 





A little light, after 20 years of gloom 


police would now treat demonstrators more 
carefully. He also said the government might 
take in some non-Communists, and the 
Communists’ “leading role" needed re- 
defining. But this is far short of what has 
happened in Hungary and Poland, and is 
some way behind even East Germany; and 
Mr Adamec's flexibility is not yet matched 
by the Communist party. boss, Mr Milos 
Jakes, whose most memorable contribution 
by Wednesday was to say that he would be 
willing to talk to non-Communists so long 
as they "stood for socialism". That did not 
impress Mr Alexander Dubcek, party boss 
during the Prague spring of 1968. His mes- 
sage to a huge rally in Prague this week was 
that the entire party leadership should 
resign. 
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The present instinct of most memben 
of the Politburo is almost certainly to he 
that the party can face down the opposi 
on the streets. It is winter, and Czechs a 
not good at keeping demos going even 
nicer times of the year. The opposition cll 
looks rather hesitantly imitative (the | irs 
new organisation to emerge calls itself Civi 
Forum, after the Democratic Forum in Hu 
gary and the New Forum in East Germany): 
Although it has pulled out large numbers of 
supporters—more than 250,000 people-o 
three Prague marches already—it does 
yet include many industrial workers. It is un 
likely that the beleaguered men at the topo 
the Communist party contemplate doin 
Tiananmen Square, but they may still hope 
that stubborn immobility will beat the de 
mand for democracy. 

If they are wrong—if the street marches 
go on, and the strikes spre: 
the Politburo will almost 
tainly break (a two-hour g 
eral strike has been called for 
November 27th). Some 
munist will then try to do 
Mr Egon Krenz is attemp 
to do in East Germany: o 
nise the Communist party's 
treat skilfully enough to avoid - 
obliteration. 

It is probably pointless te 
guess who this leader of the 
treat from Lenin might turn 
out to be. Some people in the 
opposition think it could be 
Mr Adamec. Others look Û Р 
the leading Slovak in the Polit 
buro, Mr Jozef Lenart, in th ^ 
belief chat he might carry Slo- _ 
vakia with him, and thus 
the more resistant Bohe 
comrades towards change. 
ther man, in fact, seems hard- 
nosed enough to be a local Krenz. Further 
down the hierarchy is the lively (and ecol | 
ogy-conscious) Mr Rudolf Hegenbart; БШ | 
he is only a Central Committee member. J 

Quite possibly the man who eve lly 
makes the change, if change does come, will 
be someone entirely unexpected: a rea 
who sees that the only chance of saving а! 
thing for the party (and himself) out of the 
ruins is to accept most of the oppositions | 
demands. It might even be the Prague pa 
boss, Mr Miroslav Stepan, who looks co s 
crete-hard but in private has once or 
sounded more intelligently flexible ња 
most of his colleagues. 

At midweek, those wondering whi 
way the wind is blowing were looking to the 
meeting of the party’s Central Commi 
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due on Friday, November 24th. If Czecho- 
ovaks are as good at keeping up the pres- 
re on their rulers as East Germans have 
itunningly proved to be, cracks in the party 
пау appear then. 





% ‘Germany 
Marking time 


О! A OUR BONN CORRESPONDENT 























ГГ EMOS аге now commonplace in East 
J Germany, so it was easy to miss the 
of the one in Leipzig on November 
Among the by-now familiar calls for 
ions were new ones for a "single fa- 
ind". A minority view? 
ou might think so, to listen to most of 
aders of the country's fledgling opposi- 
oups. They aim for an independent, 
apitalist German state, albeit not run 
likes of the present communist boss, 
gon Krenz (see box). Yet an opinion 
just published by the West German 
rt Institute finds that 67% of East 
Jermans favour reunification. The figure 
crease if East Germany's political and 
nic plight does not quickly improve. 
By throwing open the borders to his 
hungry people, Mr Krenz has tempo- 
relieved some of the pressure on him. 
over half the population of 16.7m has 
nipped over for visits to the West, 
number of people leaving for good 
s dropped from a peak of around 11,000 а 
to below 1,000. Good for Mr Krenz— 
| those trippers can now make direct, 


Forget I said that 


| FROM OUR BONN CORRESPONDENT 
Y [EN it comes to quick changes, 
ҮҮ some of East Germany's top com- 
munists could teach even Dr Jekyll and 
Mr Hyde a few tricks. Take Egon Krenz, 
former chum of Erich Honecker, the 
hardline party boss he replaced last 
month. Wasn't it Krenz-the-hardliner 
, reputedly, ^ hard 
di inker) who supervised 
the rigged local elections in 
May and praised Chinese 
leaders for using the army 
against the students occu- 
E ying Tiananmen Square? 

_ Not so, argued Mr 

all smiles, in a televi- 

‘sion interview from his 
© modest new home in sub- 
urban Pankow. The 
Ji es have just moved 
there from comfer quar- 
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ssing comparisons between the quality 
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and range of consumer goods in West Ger- 
many and those at home. They have also dis- 
covered that their own Ostmarks, which are 
not officially convertible, are worth next to 
nothing beyond the world of “real existing 
socialism". 

East German visitors quickly find that 
the DM100 “welcome money” each of them 
can get once a year in West Germany does 
not go far; so they are illegally carting bil- 
lions of Ostmarks across the border and sell- 
ing them. The unofficial exchange rate has 
dropped from one D-mark for around ten 
Ostmarks to 1 for 20. It will go far lower if 
East Germans really plunder their savings 
accounts, where they hold more than 150 
billion Ostmarks. 

Some westerners are already stuffing 
their pockets with Ostmarks and popping 
across the border to buy cheap food 
and other articles heavily subsidised 
there. East Germany could face a sell- 
out of its currency and a buy-out of 
staple goods in its shops. 

Tougher controls on currency 
smuggling would produce a worse fix. 
Most East Germans would then have 
the freedom to travel to the West but 
almost no cash when they got there. 
Others already have D-mark accounts 
in the West (bankers reckon the total 
on deposit is between DM5 billion 
and DM10 billion), thanks mainly to 
legacies from western friends and re- 
lations, East German society would 
be divided between the lucky few who 
could pay their way in the West and 
the frustrated many who could not. 

To help out, West Germany is 
ready to boost the “welcome money” 
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а bit. One idea is to set up an inter-German 
fund, heavily subsidised by the Bonn gov- 
ernment, from which East Germans could 
draw D-marks for Ostmarks at a rate of, say, 
one for five. But even if that were agreed 
upon, the sum involved would be far too lit- 
tle to satisfy demand. 

Some East German economists now 
think that Mr Krenz or his successor will 
have to aim for official convertibility of the 
Ostmark at a realistic rate. That step presup- 
poses far more glasnost about East Germa- 
ny's true economic performance (much of 
the published data is meaningless), as well as 
price reform and cuts in the huge subsidies 
for food, rents, transport and so on which 
account for around a fifth of state spending. 
Even a democratically elected government, 
which East Germany's is not, would have a 


That's about the value of it 








Reformer-spy Wolf 


ters at Wandlitz, a luxury ghetto for the 
country’s rulers popularly known as 
"Volvograd"'. The sacrifice is part of the 
new policy of "getting close to the people" 
as freer elections threaten, maybe next 
year. 

The way Mr Krenz sees things, he just 
passed on the election re- 
sults spewed out to him by 
computer (alas, the data 
have since been destroyed); 
and his remarks about 
China were meant to 
emphasise that stability 
there was vital to world 
peace. Couldn't he have 
shown more backbone dur- 
ing East Germany's critical 
summer months of mass 
emigration and demonstra- 
tions? He wanted to, but 






Mr Honecker had insisted he take a holi- 
day. "You can imagine," Mr Krenz 
sighed, "it was the worst time of my Ше.” 

Full of enthusiasm for his unaccus- 
tomed job of bringing glasnost to the press 
is the Politburo's new media man, Mr 
Günther Schabowski. Mr Schabowski is 
now a frank and fearless critic of the bad 
old days. It is hard to recall that during his 
spell as editor of Neues Deutschland, the 
party rag, he published 43 pictures of Mr | 
Honecker in a single issue—surely a 
record even for that grovelling daily. 

Probably the oddest transformation is 
that of Markus (“Misha”) Wolf, for nearly 
three decades East Germany's spy chief. 
Mr Wolf is reckoned at his peak to have | 
run as many as 11,000 agents in West Ger- 
many, including the notorious Günter 
Guillaume, the spy in. Willy Brandt's 
chancellery. Now retired and a successful 
author, Mr Wolf is all for the new reform 
course. Coming from someone so well in- 
formed about the old one, a high 
recommendation. 
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job prising these sacrifices out of its people. 
All the more reason, in principle, to hold 
free elections quickly. 

The trouble is that the opposition is not 
ready for them. There is no powerful uniting 
force like Solidarity in Poland. The various 
groups lack organisation and even basic 
` equipment such as telephones and paper. 
The biggest group, New Forum, with more 
than 200,000 signed-up backers, sees itself 
more as a discussion platform than a politi- 
cal party. Demoralised though it is, the com- 
munist party's organisation is still largely in- 
tact; and it could polish its dismal image at 
its special congress next month by booting 
out more of the old guard, possibly even in- 
cluding Mr Krenz himself. 

t makes for a dim outlook for the 
hundreds of thousands of East Germans 
who have been on the march for a better 
life. Small wonder that a lot of them muse 
that reunification with their rich western 
neighbour could provide a way out of the 
mess. Their fellow-Germans seem to agree. 
A poll released this week by zor, West Ger- 
many's second television channel, suggests 
that 70% of West Germans favour unity and 
48% (compared with 28% a month earlier) 
believe it will come within the next decade. 





Party tricks 


FROM OUR CENTRAL EUROPE CORRESPONDENT 


6“ Gr was how Romania's president 

and party leader, 71-year-old Mr 
Nicolae Ceausescu, recently described the 
stirring changes running through Eastern 
Europe. No wonder. His hardline East Ger- 
man allies have been ousted. Czechoslo- 
vakia's Mr Milos Jakes may be preparing to 
bow out. Even Bulgaria is getting the 
perestroika trick. But any hopes that the Sta- 
linist who has out-Stalined them all might 
change his ways were dashed at the party 
congress that opened in Bucharest on No- 
vember 20th. 

It was a pitiful sight. While the press and 
television churned out the ritual adulations, 
extolling the many virtues of the Great 
Conducator, the capital was held in a secu- 
rity arm-lock. All visitors and journalists 
were locked away in the Inter-Continental 
Hotel. In the congress hall itself, the 3,200 
hand-picked delegates repeatedly rose and 
then sat again like marionettes, applauding 

chanting obediently and in unison dur- 
ing Mr Ceausescu's five-hour speech. Euro- 
pean Community ambassadors stayed away. 
For them, the country’s human-rights 
record has become too dismal to ignore. The 
Italian Communist party also boycotted the 
event. Of the international gliterati who 
used to think Bucharest a quirky enough 
place to be seen in, only Mr Yasser Arafat of 
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Ceausescu shows the strain 


the Palestine Liberation Organisation both- 
ered to show up. 

And what was it that President 
Ceausescu’s audience got so worked up 
about? Hardly his proclamation that Roma- 
nia is firmly set on the road to the socialist 
paradise. Nor his condemnation of those so- 
cialist countries (that is, almost all of them) 
now succumbing to the evils of capitalism. 
But careful listeners will have noted Mr 
Ceausescu’s call for “the condemnation and 
cancellation of all the accords with Hitler's 
Germany”. That was a barely veiled call for 
the return of the area once called Bessara- 
bia, now Soviet Moldavia, which was taken 
away from Romania and ceded to the Rus- 
sians in 1939, 

The last thing Mr Mikhail Gorbachev 
needs is for Romania to start meddling in 
Moldavia's divided politics. But Mr Ceau- 
sescu might try. Repression and deprivation 
at home have dented his authority, if not yet 
his power. And now that the Russians have 
started beaming helpfully at the world in- 
stead of glowering at it, Mr Ceausescu’s old 
party trick, his look-how-rude-l-am-to-the- 
Russians foreign policy, no longer distracts 
people either at home or abroad from the 
nastiness of his regime. 

Raising his Bessarabian standard is a 
desperate attempt to keep his audience's at- 
tention. But, as the lights dim yet again in 
Romania this winter, the muzzled and 
frightened citizens may take their comfort 
instead in the thought that even Mr Ceau- 
sescu is not immortal. 





Soviet Union 


Very provoking 


FROM OUR MOSCOW CORRESPONDENT 


Nue» in the Soviet Union has any 
doubt that nationalism is the force 
that could tear their country apart. From 
the marauding mobs on the streets of Azer- 
baijan and Uzbekistan to the sober-suited 
parliamentarians of the Baltic republics 
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threatening to take their countries out 
the union, not one of the 15 Soviet rep 
lics is untouched by bitter nationalist : 
flict. Luckily for Mr Gorbachev, national 
in the western republic of Moldavia, see 
of the most recent pitched battles betw 
protesters and militiamen, have now 
mollified by the sacking of the old harc 
party boss. Yet Mr Gorbachev's chance 
holding the Soviet Union together still: 
pend on which of the nationalist thr 
overtakes him first. | 

In the south-west, the murderous ris 
between Azerbaijan and Armenia has lec 
the complete breakdown of Commur 
party authority in Azerbaijan. The M 5 

ed nationalist groups that form the 
cal popular front in effect control the 
ernment, but have hardly begun to work û 
a political programme; they are dri 
chiefly by hatred of the Christian Ar 
nians. In the vacuum, violence reigns. - 

The nationalists have said they v ill с; 
general strike if Nagorno-Karabakh, 
Azerbaijani enclave that is largely popula 
by Armenians, is not г 
Azerbaijani control by November 
has been under direct rule from Moscow 
an attempt to stop inter-communal strife 
general strike would cripple next-door 
menia, since most of its food and othe 
plies come in by train across Azerbaijan. 
earlier strike by Azerbaijani railway work 
quickly brought Armenia to its knees. Bu 
special rule in Nagorno-Karabakh is ende 
there will be a bloodbath. The only com! 
in all this for Mr Gorbachev is that he coi 
probably send in more troops to restore ¢ 
der without compromising his perestro 
cause. 

That is not true in nearby Georg 
where two small groups, the Abkhazia 
and the South Ossetians, want their own 
dependent republics. There the local t 
ries are a sideshow to the big conflict, wh 
is between the Georgians and their Mos 
masters. Georgia's parliament has jus 
clared that the republic was illegally 
nexed by the Soviet Union and tha 
"right to secede . . . is holy and inviolabl 
The Baltic states have passed similar laws 
Georgia there is little love lost between 
nationalists and the communists. Perh 
that is why the Georgian communists. 
tried to go one better by saying that, | 
central government tries to limit their s 
eignty in any way, they will deem themse 
to have seceded. * 

The Baltic states have not yet gone a 
in public, but they may be about to go mu 
farther. In Lithuania, where the local 
tionalists and the party boss, Mr Algi 
Brazauskas, are on particularly good tern 
the Communist party plans to ignore 
warning from Mr Gorbachev and declare: 
organisational independence from Mosex 
next month. If it does, that will encoura 
local nationalists who want to take th 
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Will the GDR join the West? 


WHAT MIGHT IT MEAN? 







































As historic events unfold with breathtaking rapidity in East Germany and through- 
out Eastern Europe, businessmen and politicians alike are grappling with the far 
reaching implications of these sudden and unexpected developments. 
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Will there be one Germany, but two 
economies and three Europes? While the 
term "reunification" is being freely used 
by Western politicians and businessmen, 
in the FRG, the country most critically 
affected by these changes, a far more cau- 
tious attitude is prevalent. 


Busine 
International 
usi i AND 


Business International and the Frankfurter 
Allgemeine Zeitung, Germany 's leading 
quality newspaper, have responded 
quickly by joining forces to provide a 
timely forum for objectively and criti- 
cally evaluating these momentous 
developments as they unfold and to help 
you to begin to develop the framework 
for the new strategic decisions you will 
have to make. 





Leading figures from the two organisa- 
tions, including the Berlin and East 
European correspondents of FAZ, will 
be joining MARTIN BANGEMANN, 
Vice-President, EC Commission, in 
addressing this one day Conference. 
There will be ample opportunity for dis- 
cussion between the participants and 
our experts. To reserve one of the limit- 
ed places available for this conference 
please fax the completed coupon 
attached no later than 8 December 1989. 


Г} Please send те an invoice. 


Please return to to: Lucy Nash, Busi 
40 Duke Street, London WIA IDW. — — 
Tel: (441) 493 6711; Fax: (441) 491 21 


Price: £450; Second participant: £250 
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The crumbling of the Berlin Wall 
on 9th November and the announce- 
ment of free elections in the GDR 
come just three weeks after - 
Mr. Gorbachev's state visit which 
triggered the first popular demon- 
` strations in the country in more than м) 
three decades. 


The pace of change is staggering and 
International Executives around the world 
realise that while it has taken 40 years to build 
the command economies of Eastern Europe, 
new market economies will most likely 
emerge in Poland and Hungary within the 
term of their next five year strategic plan and 
that the re-unification of Germany may occur 
within the next decade. 


To help build these strategic plans, Business 
International and The Economist 

Intelligence Unit are launching an in-depth 
analysis that will be completed by April 18, 
1990 together with a Conference to be held on 
May 5, 1990. Below are some of the questions 
that will be examined: 


e Must corporate alliances change? 


• Will the German market expand to 
80 million consumers? - 


* What will be the spill-over effects onto 
other Eastern European markets? 


e Is Eastern Europe the next economic tiger? 
e Will the pace of EC '92 accelerate? 


• Will the progress towards 
European Monetary Union 
drift? 


e Will the EC alter its trade 
policy? 


х 


E TS. ХЮ Tokyo to San Francisco via Vienna, 
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GLOBAL BUSINESS INFORMATION AND ADVICE 





IMPLICATIONS 


The study will mobilize our unique 
team of experts to research corporate 
case studies and to assess what exactly 
the events mean for business from 






Frankfurt, London, Paris, and 
A Brussels. We will also task our 
political scientists, our economists and our 
industrial analysts to identify the real impli 
cations of the alternative scenarios. 





We invite you to participate in this excep- 
tional project by becoming part of a limited 
panel of sponsors. Sponsorship includes (if 
you so wish) the opportunity to display vour 
company name on the cover of the study and 
on all the extensive advertising we will 
undertake in early 1990 (including the list of 
sponsors in a single page of The Economist). 
In addition, you will receive two extra copies 
of our study as well as two additional seats 
for delegates at our Conference. The full cost 
of the study and its accompanying 
Conference is £4500. 


Sponsors will benefit from a 20% reduction 
if they are our clients and respond before 
December 14, 1989 or from a 109» discount 
if they respond before December 21, 1989, 


If you wish to become a sponsor or are inter- 
ested in our project, please telephone us at. our 
London office or fax your business card to: 


Derek Kent-Smith: Project Director 
Marie-Paule Donsimoni: Project Advisor 


-. 40 Duke Street, 
London W1A IDW 


IE WID HII т: (44 1) 493 6711 


Fax: (44 1) 499 9767 


A member of The Economist Group 
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5 out of the Soviet Union altogether 
go it alone. Meanwhile, Estonia’s parlia- 
: has proposed abolishing the clause in 
constitution guaranteeing the Commu- 
's leading role. 
as all this sounds for Mr Gorba- 
hev, it has at least a shred of parliamentary 
ability. The danger is that it all 
like treason to party conservatives 
the many Russians who live in the 
states and see their own rights and 
elihood under threat. Mr Gorbachev may 
тау е no intention of calling out the army or 
e militia to sort out the Baltic nationalists. 
But what his supporters seem to fear is some 
ort of violent provocation, organised by the 
ussian nationalist groups that have sprung 
up in recent months. If the conflict should 
nove out of the local parliaments and into 
he streets, perestroika could be the first ca- 
ualty of the rifle fire. 
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Arms control 


Hello, sailors 


А HE packs his deck shoes for his salt- 
water summit with Mr Mikhail Gorba- 
chev next month, America’s Mr George 
Bush might ponder the trap he has set for 
himself—a naval one. 

Arms control will be high on the 
agenda. The Russians have long pressed for 
cuts in NATO's navies, not just its soldiers; 
the Americans and their allies, particularly 
Britain and France, have resisted. Yet hold- 
ing the summit on ships (it makes security 
simpler) is bound to turn everyone's atten- 
tion seaward. Marooned on Malta while the 
great men meet in ocean-going seclusion, 
what better subject for a bored press corps 
to write about than naval arms-control? 

Mr Gorbachev is anyway unlikely to 


hat, leave the Alps naked? 


FROM OUR SWITZERLAND CORRESPONDENT 


ТЕ YOU thought that non-communist 

Europeans would decide it was now 

- safe to throw their defences away, look at 
the Swiss. On November 26th the people 
of Switzerland will be casting their ballots 
` to decide whether their army should be 
abolished. Nobody expects the answer to 
be Yes. Still, the collapse of communism 
in much of Eastern Europe has made the 
abolishers hope they can get a quarter or 
more of the vote. [n a country whose stout 
- citizen-army is as much a part of the na- 
tional idea as direct democracy—the sys- 
tem by which everything that matters is 
put to the judgment of the people them- 
selves—the army would see that as a sharp 
r rebuke. Its spokesmen are promising a 
v look at Switzerland’s rigid military 
e, virtually untouched for half a 

































The army-removal scheme started its 
grind through the legislative mill in 
1985, зай а handful of young Social 
mocrats put to parliament a proposal 
for a constitutional amendment to disarm 
the country. Most people laughed at the 
pine (or cried ' Treachery!" ’), but the pro- 
ў osal gradually gathered the 100,000 sig- 
“natures that are needed to put the subject 
to a referendum. 
| Recent developments in Eastern Eu- 
rope have helped. The Swiss army has as 
many flat-footed officers as anybody 
else's; last month a field commander near 
the Austrian border told his troops that 
“at no time since the end of the second 
M world war has the situation in Europe 
|| been so insecure". A dreamy view has 
| taken hold among some Swiss, including 


some of the usually dour German-speak- 
ing majority, that a Swiss example could 
start an irresistible rush to worldwide 
disarmament. 

Switzerland has the only true militia 
army in the world, apart from Israel's. It 
can mobilise 625,000 men (and a handful 
of women) out of a population of 6.3m 
people in a matter of days. At the age of 20 
all Swiss men go through four months of 
recruit training. They return for yearly re- 
fresher courses up to the 
age of 32, then for less fre- 
quent ones until they are 
50. They keep their arms, 
ammunition and uniforms 
at home, and present them 
for inspection every year. 
Professional soldiers are 
rare: 120 pilots, 25 divi- 
sional and corps com- 
manders, plus a few of the 
desk-bound sort, and 2,500 
instructors who, in a war, 
would rejoin their militia 
units. 

The army's budget from 
the confederation last year 
was just under 5 billion 
Swiss francs ($3.4 billion), 1.9% of GNP. 
That greatly understates military spend- 
ing. Taking into account what the can- 
tons spend, and private business's con- 
tribution in the form of lost man-hours, 
payments to insurance schemes, defence 
jobs done free of charge, and so on, the 
real figure is more like SFr7 billion-10 bil- 
lion (which brings Swiss defence spending 
up to the 3-496 of GNP typical of Europe's 





A very special army s 
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pass up an opportunity to make his point. In 
order to get the talks on conventional forces 
in Europe (CFE) going last spring, the Soviet 
Union and its allies agreed to exclude naval 
forces from them. They did this despite the 
fact that they claim to feel greatly threat- 
‘ened, particularly by American aircraft-car- 
rier battle groups, whose mission in time of 
war would be to strike at the heavily-armed 
Kola Peninsula in northern Russia. The 
Warsaw pact also agreed to the principle of 
equality in numbers of the main land-based 
forces. As its members have much bigger 
forces than NATO’s, they will have to take 
much bigger cuts. Once these cuts are 
agreed on, Mr Gorbachev will argue, NATO 
ought to reciprocate by agreeing, perhaps in 
a second-round CFE, to take bigger cuts 
where it has the bigger forces: in its navies. 
The NATO allies have two main argu- 
ments against this. First, many NATO coun- 
tries are maritime nations. They need their 





NATO countries). 

The army's defenders, who did not 
take the thing seriously at first, have 
fluffed their lines. They have said, to wide- 
spread disbelief, that abolishing the army 
would mean an immediate integration of 
Switzerland into NATO, thus destroying its 
neutrality. They won few converts by ar- 
guing that the army was needed for guard 
duty at international conferences. Even 
last August’s huge celebration of the 50th 
anniversary of Switzerland’s mobilisation 
in 1939—a reminder, they hoped, that 
only armed deterrence kept Hitler from 
pouncing in 1940—was less than a tri- 
umph: many thought pic- 
nics and parades an odd 
way of commemorating the 
start of the most destruc- 
tive war in history. 

The pro-army forces are 
now relying mainly on 
Swiss conservatism to pull 
them through. The backers 
of the constitutional 
amendment have handled 
their case better. They 
claim that more than 
10,000 people—a lot in 
Switzerland—are working 
for the initiative. They got 
Mr Max Frisch, a play- 
wright and novelist, to 
come out of retirement with a play in 
which a grandfather who got mobilised in 
1939 (like Mr Frisch himself) explains to 
his grandson why abolition is right. 

Most of the Yes votes, though, are 
likely to come from people who say they 
do not actually favour abolition, they just 
want to give the military establishment a 
jolt and get it to spend less. Impeccably 
Swiss motives. | 





naval forces for many purposes. For exam- 
ple, Britain is unlikely to sacrifice its ability 
to defend the Falkland Islands as part of an 
agreement to equalise forces in Europe. 

The second problem for NATO is the size 
of the Atlantic Ocean. Were a war ever to 
start in Europe, reinforcements for NATO 
forces would have to come from North 
America. Something like 98% of the ton- 
nage would have to come by sea. The main 
mission of NATO's navies is to keep the At- 
lantic sea lanes open for these cargoes. It 
would be a huge job, because enemy subma- 
rines are hard to find. The Soviet Union has 
many more submarines than Hitler had in 
the second world war, and he came uncom- 
fortably close to cutting Britain off from its 
American arsenal. No matter how deep the 
Soviet Union’s cuts and how far it with- 
draws its land forces from Western Europe, 
its mobilisation base will still be on the same 
continent. It could easily move fresh troops 
back to Eastern Europe. 

Cutting the two sides’ land forces may 
reduce the likelihood of a surprise attack, 
but it also increases the NATO navies’ prob- 
. lem: with smaller active forces in Europe, 
the ability to reinforce will become even 
more important than it is now. NATO's na- 
vies cannot win the war. But the Soviet navy 
could, if it managed to cut the Atlantic sea 
lanes. The NATO alliance is therefore at a 
permanent disadvantage. Cutting its navies 
would only increase that disadvantage. 

But for now the real battle is being 
fought for public opinion in the West. Mr 
Gorbachev hopes NATO governments can 
be pushed to include their navies in the gen- 
eral rush towards force-cutting. His first 
broadside will probably be fired from the 
waters off Malta. 





Greece 


Now try this one 


FROM OUR ATHENS CORRESPONDENT 


O THEIR considerable disbelief, the 

Greeks found this week that they have a 
government backed by virtually the whole of 
their parliament, and that it will not after all 
be necessary to have another election next 
month, the third since June. On November 
21st, after four rounds of haggling, the three 
parties which deadlocked themselves at the 
polls in June and then again on November 
5th agreed to set up an all-party cabinet of 
politicians and technocrats. For the first 
time since it became a democracy, Greece 
will have no parliamentary opposition, bar 
one Green and a vocal fellow from the Turk- 
ish-speaking Muslim minority in Thrace. 

The new prime minister is an 85-year- 
old ex-governor of the Bank of Greece, Pro- 
fessor Xenophon Zolotas. His assignment is 
to get the country through until April, when 
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Zolotas banks on miracles 


another election may be unavoidable (be- 
cause parliament then has to choose a new 
president of Greece, which requires a three- 
fifths majority, probably not available in the 
present parliament).. To put it mildly, Pro- 
fessor Zolotas will not find it easy. 

He has to hold together the conserva- 
tive New Democrats, the Socialists of Mr 
Andreas Papandreou, and the communist- 
led Alliance of the Left. Between June and 
November 5th the conservatives and the 
communists worked together in an attempt 
to bring Mr Papandreou to judgment on ac- 
cusations of corruption and telephone-tap- 
ping. Now they, and Mr Papandreou, are 
supposed to co-operate in a policy designed 
to trim Greece's vast budget deficit (22% of 
GNP) by cutting government spending and 
raising both taxes and the prices charged by 
state-run industries. The Zolotas govern- 
ment has agreed, however, to continue 
wage-indexation and refrain from cuts in 
welfare, education and health. The fact that 
some people in Athens think Professor 
Zolotas can bring this off, and then get the 
three parties to agree on a new president, 
making another election unnecessary, says 
much for the durability of Greek optimism. 

A darker view, held by some conserva- 
tives, is that Mr Papandreou has pulled a 
fast one. Given the accusations that have 
been made against his pre-June government, 
Mr Papandreou has done astonishingly well 
this year: his Socialists did not lose all that 
many seats in June, and actually recovered 
some on November 5th. The conservatives 
and the communists, by taking into coali- 
tion the man they were so recently denounc- 
ing, may complete his return to electoral 
respectability, say the sceptics. He will then 
find a good issue to bring down the govern- 
ment, offer himself as champion of the 
downtrodden to an electorate which has just 
had to put up with more taxes and less gov- 
ernment spending, and, lo and behold, an- 
other Papandreou prime ministership. One 
way or another, it is magic-wand time in 
Greek politics. 





EC constitutional reform 


Delors’ dream 


FROM OUR BRUSSELS CORRESPONDENT IN STRASBOURG 


S IF economic and monetary union | 

(EMU) were not hard enough to | 

on, a majority of the member states ofthe th e 

European Community now want to 
the EC's constitution. Indeed, cons: 







governmental conference which, probably 
at the end of next year, will draw up a 
treaty for EMU. Talking about constitutio 
reform leads to the question of giving more 7 
clout to the European Parliament. ‘| 

Governments may disagree about «di 
they want of the parliament, but the parliae 
ment knows what it wants of them. A e 
on constitutional reform in the European 
Assembly on November 21st produced a 
consensus. It also allowed Mr Jacques 
Delors, the president of the commission, “ 
set out some new ideas, 

Anxiously mixing his metaphors, he de] 
scribed his fears that a larger Community 
with the same institutions could become 
"an intergovernmental organisation para- 
lysed by waffle”. He proposed changes фа 
would, in his view, make decision-making 
more effective and increase democratic con- | 
trol. To cut through Community bureau- 
cracy he suggested either weekly meetings in | 
Brussels of deputy prime ministers, or— 
more to his liking—turning the commission 
into a stronger and more political executive. 

Purely administrative tasks, such as run- - 
ning the common agricultural policy or vet- 
ting mergers, should be hived off to inde 
pendent agencies. Commissioners would | 
have to give up their fixed terms: these - 
might be fine for judges and centra-bank | 
governors, said Mr Delors, but not politi- | 
cians. He would cut the number of commis- 
sioners, have them report to their nati 
parliaments, and give both im n 












and the parliament power to sack them. 

In the debate which followed, the best- 
thought-out ideas for reform came from Mir | 
Derek Prag and Mr David Martin, two Brit | 
ish members. Mr Prag, a Conservative, | 
called for an extension of the co-operation 
procedure, which now allows the parliament 
to amend single-market laws, to all legi 
tion; for all EC treaties to require the 
ment's assent; members of national parlia- 
ments to join Strasbourg committees; the 
Council of Ministers to discuss laws in pub- | 
lic. Mr Martin, a socialist, argued for major _ 
ity voting in the council on social and envi | 
ronmental matters, and for the parliament 
to have a role in electing the commission. | 

The parliament hopes to take a shop- | 
ping-list of demands either to next year's in | 
tergovernmental conference or to a later | 
one, although the member governments 
may well deny it a full seat at the table. But _ 
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parliam ent will pick up an idea launched 
ıe French president, Mr Francois 
errand, that before the conference it 
а organise "assizes", attended by its 
wn members, people from the commission, 
ind members of national parliaments and 


A estward ho 


ph ' eaval in Eastern Europe is shakin 


зас on the European Community? 
? Our Paris correspondent reports 


HE jargon of the Community, the EC 
j three big issues: “completion” 
th die market by 1992; “deepen- 
hg" ' the Community's links in monetary 
d foreign policy and possibly also in de- 
and “widening” the Community 
g in new members, including Г all 
ell and reform continues—East Euro- 
By no means everyone in the 12 
tries wants deepening, and nobody 
in Ere ciks ean he dt 
y, at least not at the same time. 
he Ea less agreed that wid- 
ing should not start, at the earliest, until 
е E Then things begin to look more 












































L Jacques Delors, the commission's 
resident, is afraid that events in Eastern 
could wreck progress towards closer 
nion in Western Europe. Hence his idea of 
oncentric circles: а core of EC members 
ommitted to closer integration; a second 
of members who are not, including pre- 
ably Britain; a third, the countries of the 
an Free Trade Association—Aus- 
inland, Iceland, Norway, Sweden and 
itzerland; lastly, other associated mem- 
bers, including, in time, the East Europeans. 
The fear that new members will lower 
tone of the club is not new. But expan- 
need not mean dilution. Some might 
a Community which survived Brit- 
ining could survive almost anything. 
h and Portuguese entry into the EC 
wreck the 1992 programme. 
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governments. These would suggest a pro- 
gramme for institutional reform. The parlia- 
ment hopes this programme could be as in- 
fluential as was the report of its Dooge 
committee, which led to the passing of the 
Single European Act. 


Eastern Europe and the European Community 


Western Europe. What is the im- 
t can East Europeans expect from 


Some Germans, such as Mr Alfred 
Herrhausen, the head of Deutsche Bank, 
turn the argument around. The Community 
has to be deepened, he argues, to make Ger- 
many's West European neighbours less 
afraid of a Greater Germany. On the other 
hand, Mrs Margaret Thatcher is more or 
less against any deepening at all. She dislikes 
monetary union, thinks Europe's defences 
should rest in NATO, and wants to keep na- 
tional sovereignty. Yet all the Twelve agree 
that, come what may, the Community will 
remain the main pole of attraction in Eu- 
rope. There is nothing else to compete with 
it. The most the Community will do for 
Eastern Europe immediately is hand-hold- 
ing. Over dinner at the Elysée on November 
18th the Twelve agreed that, once Interna- 
tional Monetary Fund agreements are in 
place, the Community could unlock a $1 bil- 
lion "stabilisation fund" for Poland; a bridg- 
ing loan for Hungary is also in prospect. 
They also agreed to study proposals for a 
Community development bank for Eastern 
Europe and а  managementtraining 
foundation. 

Nobody expected big results from the 
dinner, which was mainly a well-timed dis- 
play of political will. Yet Hungary and Po- 
land are already asking for more. They want 
to improve the terms of their newly-signed 
trade and co-operation agreements with the 
EC. These give them the same trade prefer- 
ences as developing countries; they also re- 
lax quotas and encourage joint work on mat- 
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ters like energy and the environment. The 
Soviet Union is negotiating, and the East 
Germans have just asked for, a similar deal. 

No list of trade concessions, however 
valuable in itself, gives the European stamp 
of approval that the Hungarians and the 
Poles long for. Even after proving their dem- 
ocratic credentials, membership is simply 
not on at the moment for other reasons. 
Turkey and Austria are ahead in the queue. 
For some years the Community is likely to 
regard the economies of Eastern Europe as 
too feeble, even though Greece and Portu- 
gal are poor countries that have been al- 
lowed to join. Applicants would have to be 
at least neutral. That might be too much for 
the Russians, and not enough for those 
West Europeans who see the EC as the core 
of a future defence community. 

There are other difficulties: 

e Although Comecon has virtually ceased 
to function as an organisation, trade among 
Comecon countries, which is in practice 
trade between the Soviet Union and its part- 
ners, has been increasing (see chart). No 
East European country could afford sud- 
denly to break it off. 

@ The more involved East Europeans want 
to become with the Ec, the more conditions 
they will have to meet in return. 

e How much will West European taxpayers 
let the Community spend to buy off their 
farmers for letting in East European food? 
e Latin Europe will not readily give Eastern 
Europe concessions of the sort trading part- 
ners in north Africa now get. 

€ Northern Europeans, especially the 
Dutch, will be worried by the prospect of 
workers coming in from East Europe. 

These are not impossible hurdles. But nego- 
tiating them away could take years. 

Partly because EC entry looks so hard for 
East Europeans, EFTA is often talked of as a 
waiting-room or halfway house. It looks, at 
first sight, a tempting compromise. Four o^ 
its members are neutral (only Norway anc 
Iceland belong to NATO). It has virtually 
none of the common policy machinery of 
the Community. Yet appearances deceive. If 
anything, the economic gap is bigger. EFTA's 
members are richer and its economies even 
more market-oriented than all but the rich- 
est of the Community's. EFTA itself is chang- 
ing as it negotiates a new EC-EFTA deal that 
could bring the two much closer. 

This leaves some form of special associa- 
tion with the Community as the likeliest 
next step. Association agreements appeal all 
round. They are harder to get than co-oper- 
ation agreements—they need unanimous EC 
approval—and are more valuable economi- 
cally to the associated country. They come 
with a glorified j joint committee, whose regu- 
lar meetings may give some small sense of 
belonging. Grudging this may 
sound, association with the Community can 
put a country on the track to entry. 
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A beautiful machine 


Our third brief asks: what is this thing called the British govern- 
ment? Is the Queen part of it? Has Margaret Thatcher changed it? 


"T IS never easy to find a sensi- 
ble way of describing what the 
British government is. It seems 
to consist of Mrs Thatcher, cer- 
tainly, and about 100 other min- 
isters with her. And the 5,000 or 
so top civil servants—they must 
be part of the government. But 
what about the other 570,000 
civil servants? Or the Queen? 
Britain is said to be a “‘constitu- 
tional. monarchy”. What does 
that mean? 

“It plainly does not mean that 
the monarchy is invested with 
real political power. Yet it im- 
plies that the monarch has some- 
thing to do with the conduct of 
government, however difficult 
that something may be to pin 
down. And this is right. Minis- 
ters formally derive their power 
not from any grant they have 
given themselves, or have been 
given by "the people", but be- 
cause they are the Queen's min- 
isters. It is her government. 

Walter Bagehot, whose nine- 
teenth-century book “The Eng- 
lish Constitution" remains a 
classic, called this kind of fact a 
“dignified” rather than an "effi- 
cient" part of the constitution. 
(This. did not mean that he 
thought the monarchy did not 
matter; on the contrary, he 
thought monarchy was a strong 
- government, because "the mass 
of mankind understand it, and 
they hardly anywhere under- 
stand any other’’.) Beyond lend- 
ing dignity to government, does 
the fact that ministers are the 
Queen's ministers have real 
significance? 

Certainly, it means that she is 
inevitably involved in a govern- 
ment's beginning and end. lt is 
she who has to ask someone to 
form a government as her prime 
minister, and she to whom a 
prime minister must go if minis- 
ters wish to end their spell in 
government. 

In the normal run of events, 
these duties cause no problem. 
After an election, the leader of 
the largest party in the House of 
Commons will be invited to 
form a government; and at any 
time during five years from the 
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last election, the prime minister 
may ask (in the knowledge that 
the request will be granted) the 
Queen to dissolve parliament 
and call a fresh election. 

But during the mid-1980s, 
when. Britain had three-party 
politics, matters were not so sim- 
ple. Say an election produced no 
overall majority for one party in 
the House of Commons: would 
the Queen then have to summon 





the leader of the largest party? 
And if that party could not form 
a government which could sur- 
vive a vote of confidence in the 
Commons, was she bound to 
grant the leader of the largest 
party a dissolution and call new 
elections? If the second election 
was to have the same result as 
the first, and the government 
once more failed to survive a 
confidence vote, would the 
Queen be bound to grant a re- 
quest for a third election? Or 
could she ask the leader of a 
smaller party to see if he could 
command a majority in the 
Commons without a new elec- 
tion? 

Most constitutional scholars 
would answer "yes" to the first 
two questions; "probably, but 
not certainly" to the third and 
hence "probably not, but possi- 
bly" to the fourth. The uncer- 
tainty around the third and 
fourth answers gives the lie, if 
nothing else did, to the com- 
monly expressed view that a 
modern prime minister has mo- 
narchical (or perhaps presiden- 
tial) powers. Nonetheless, it is 
plain that the converse view— 
that the prime minister is first 


among equals in her cabinet—is 
no more convincing. At least, it 
is not convincing when the 
prime minister is Mrs Thatcher. 


Remaking the rules 


This is not because Mrs 
Thatcher is uniquely dominant 
in cabinet discussion or uniquely 
manipulative of its agenda—that 
is a favourite thesis of ministerial 
memoirs down the years, which 
is one reason why it is unlikely to 
apply just to Mrs Thatcher. Nor 
is it because she is a “convic- 
tion” politician who brooks no 
deviation from the ideological 
line of her government. 

The crucial point about Mrs 
Thatcher’s influence on British 
government is her longevity. She 
herself said in 1987 “I think I 
have become a bit of an institu- 
tion; the sort of thing that peo- 
ple expect to see around the 
place", and as chart 1 demon- 
strates, this is correct. No mod- 
ern prime minister has come 
close to her unbroken hold on 
power. In such circumstances, it 
is pointless to ask if Mrs 
Thatcher has adhered to the 
conventions of cabinet govern- 
ment. When someone has been 
prime minister as long as she has, 
she may be allowed some latitude 
to remake the rules. 

Has she? One change is rarely 
mentioned by her critics. She 
has been far more open than any 
predecessor in revealing that 
most ministerial business is car- 
ried out by cabinet committees. 
On many occasions, she has 
named the four most influential 
committees—E (for economic 
policy); op (for foreign and de- 
fence policy); H (for domestic pol- 
icy) and L (for legislation). She 
chairs only the first two. 

Each of these "grand" com- 
mittees spawns numerous sub- 
committees; so E(ND, for example, 
looks after policy on the 
nationalised industries; ODSA) 
concerned itself with the day-to- 
day handling of the Falklands 
war. In addition, a host of ad hoc 
committees are set up for par- 
ticularly pressing problems. 








These are called м 
tees; MISC79, for ex 
dled changes in le 
ment structure in the firs 
Thatcher terms. 
How do these 
work? Each of them cons 
number of ministers 
where relevant, 1 
ministers. Мапу 
shadowed by comi 
nior civil servants w 
much of the growin 
perhaps come to són 
conclusions. Each min 
ters a committee with 
from. his own officials, whic! 
out his department's 
and (since all papers have 
circulated in advance) p 
him for points his colleagü 
make. Each minister ge 
"defensive" briefing-—lip 
he might take when he | 
lenged on by position. 
The vital document pre 
for each meeting is th 
man's brief, which is drav 
by the section of the Cabin 
fice that services that 
committee. (The Cabinet 
is arranged so that each “ 
committee is looked aft 
own section of civil se 
there is also a section dedic. 
to European matters.) 
This chairman's brief wi 
gest a way of "handling" t 
bate. So it cou ld say: “Yo 
ask the secretary of state f 
ergy what effect his pr 
will have on Scotland, wh 
Scottish Office is keen t ‘ 
to. The prt will say chat 
ernment no longer haga reg 
policy, bur the Departme 
Employment is anxious 
unemployment in then 
isles; this would be a gox 
to ask for their view." 
The discussion and ariy 
sion of the committee w 
minuted (in a surprisingly 
quial style: cabinet pape 
included the phrase ' "riti 
thought such-and-such wo 
too much hassle"). Decisio 
then ratified by full cab 
casionally a minister (us 
who has lost the argum 
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ee) will insist on reopen- 
te in cabinet. 
sometimes darkly said that 
atcher has changed the 
y ent operates by tak- 
g more discussions in small 
ups of ministers, outside the 
mework of cabinet commit- 
This may be true, but it is 
quite clear what the 
bjection to it is. It is not the 
for example, that these 
gs are secret from other 
gues and their minutes 
circulated. 

more fundamental way in 
Mrs Thatcher is said to 
changed the way govern- 
is conducted involves her 
mship with the civil ser- 


servatives came to 


ed into 


academ 


Thatcherism is about. 


I think, therefore | tank 


N WASHINGTON, think tanks have large, grand offices. In 
| E. London they are strictly hole-in-the-wall jobs, occupying a 
few town houses in Westminster. This is true even of the Insti- 

tute of Economic Affairs, the grand-daddy of them all. 
ded in 1957, it was inspired by Mr Friedrich Hayek, and 
pt free-market economics alive when academic opinion had 
ounced it brain-dead. Few mainstream politicians lis- 
to the institute until Sir Keith (now Lord) Joseph turned 
to it for ideas in the 1970s. Gradually its members were trans- 
o guardians of Thatcherite orthodoxy, though the 
ite originally had a non-partisan reputation, and is still 

у allied with any political party. 

founded the Centre for Policy Studies in 1974; 
became rman. Originally designed as a 
body, it rapidly expanded its brief, and became 
1 rival to the soft-hearted Conservative research 
partment. Under its current director of studies, Mr David 
tts, it has become the most influential of the tanks. Peo- 
in Whitehall and the press feel that it knows in its bones 
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Adam Smith Institute, founded in 1977 by Mr 
en Pirie and Mr Eamonn Butler, two graduates of St An- 
's A ald is, by contrast, Thatcherism’s cheerleader. 
say it grossly over-estimates its influence; 
it [e done brilliantly out of seeming to be important. 

е left is belatedly getting into the think-tank business. 


igh д 


office determined to remove 
what they saw as civil servants’ 
“privileges”, and, perhaps, pre- 
disposed to think that senior 
civil servants were part of the 
problem of soggy, risk-averse 
government that Thatcherism 
was determined to root out. If 
people had real talent, Mrs 
Thatcher was said to think, they 
should be in the private sector; 
making tea in Whitehall was not 
what the best and brightest in 
the land should do. 

In crude terms, the number of 
civil servants has fallen sharply 
since 1979 (see chart 2 on previ- 
ous page). But most of this 
change has come among “indus- 
trial" civil servants; for example, 
those who once worked in now- 





Last year several leftwing grandees launched the Institute of 









blic Policy 


Research. Formally independent from the La- 
ur party, it raised one-third of its money from trade unions, 
rest from private donors. Its director, Mr James Cornford, 
ts a discreet profile. After a long silence, the Institute has 
n to produce pamphlets. At the beginning of the year the 
al Democratic party started the Social Market 


Founda- 


on, which may soon be all that is left of the party. 
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partisan licy 
ar life ended in 1983 when Mrs Thatcher decided it was wet. 
fr Willetts i is one of the policy unit's old boys—indeed, it is 
рео! relationship he has with Mrs Thatcher that prob- 
y goes much of the way to explain his Centre’s pre-emi- 
Think tanks are not so established in Britain that the 
| i factor can be discounted. · 





bly, none of the think tanks outside government is as 

inf Баео] as the one in it—the Number 10 Downing Street 

policy unit. Founded in 1974 as a unit politically committed 

x» › the government of the day, it has already lasted longer than 
Central Po 


Review Staff, whose 12- 
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privatised munitions factories. 
The chart shows a steep drop in 
the numbers employed by the 
Property Services Agency, which 
looks after government build- 
ings. But it also shows that the 
drop in numbers is no greater 
than that seen by some large 
companies, like Ford. 

Mrs Thatcher's influence on 
the civil service is often said to be 
more malign than merely cutting 
staff. Her long hold on power, it 
has been argued, has enabled her 
to remake the top civil service in 
her image. Most permanent sec- 
retaries—the heads of Whitehall 
departments—have been ар 
pointed by her. Since she asks, of 
anyone, "Is he one of us?”’, it is 
common to assume that she 
must have an interest in making 
appointments that are congenial 
to her. 

Perhaps she does; but there is 
not the slightest evidence that 
congeniality, in this sense, means 
people who are predisposed to 
her political viewpoint. There is, 
however, evidence that the 
prime minister prefers to ap- 
point “can-do” types, interested 
in the quick implementation of 
their political bosses' decisions; 
but that cannot be an 
objectional practice. 


Modern managers 
Civil servants today need one 
other attribute if they are to 
reach the top. They need to be 
interested in the management of 
government. Mrs Thatcher's 
most abiding impact on the ma- 
chinery of government may well 
turn out to be an emphasis on 
the quality of its management. 
This started in the first 
Thatcher term with the intro- 
duction of the financial-manage- 
ment initiative (FMI) which asked 
departments to set (and where 
possible quantify) their objec- 
tives and to measure the extent 
to which they had been 
achieved. It has continued, in 
the third term, with “The Next 
Steps" programme, which, when 
fully implemented, will hive off 
most governmental functions to 
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quasi-independent agencie: 
many of whom will contract ou 
their business to private-secto 
firms. The civil service, in th 
strict sense, will be limited to 
core of officials servicing polit 
cians' needs. 

For those civil servants c 
more reflective bent, and unir 
terested in management, thes 
have undeniably not been th 
best of years. This is not nece 
sarily because civil-service pa 
has dropped in relative term: 
Although there have been som 
huge disparities betwen civil sei 
vants’ pay and those in the f 
nancial sector, it is clear now, if 
was not before, that high salaric 
in the City go with low job-sect 
rity. As far as the public sectc 
goes (see table) senior civil se: 
vants have done notably bette 
in the 19805 than academics, an 
about as well as army officers. 

A bigger reason for disaffec 
tion may lie in a reduction of th 
opportunities for civil servant 
to make government policy. I 
part, that is another inevitabl 
consequence of Mrs Thatcher 
longevity—for officials, life 
more exciting when goverr 
ments change. But it also reflect 
(see box) a greater use of thin 
tanks outside the Whitehall mz 
chine. Since the Labour part 
now seems as keen on thin 
tanks as the Conservatives, th 
ceding of Whitehall power ma 
be a long-term change. 

Whatever the reason, there 
much anecdotal evidence that 
career in the civil service may nc 
be as attractive to new graduat 
as it once was. What do the fij 
ures show? Certainly (see chai 
3) the civil service today finds 
hard to fill all its “fast-stream 
graduate vacancies; but then 
has filled all those vacancies i 
only one year since 1979. Not 
how the figures show a growin 
demand for fast-stream entrant 
after a sharp dip in the mi 
1980s. Did the government finc 
after all, that it could not liv 
without a ready supply of th 
best and the brightest? 
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It all started with a simple idea over 100 years ago: developing innovative produc 
















and services to help people control their world. Today this Honeywell concept 
deeply rooted in Asia, as it is in much of the world. 

Honeywell’s world leadership in control technology is helping shape the face 
of modern Asia. From Tokyo to Bombay, from China to Australia, Honeywe 
is fast becoming a household name. : 

You'll find Honeywell's control technology at work in the air, on the gro 
under the sea, even in space. Our products range from the familiar iherínodti 
air-conditioned buildings to aircraft navigation systems, office energy managem 
systems, industrial process control systems, and electronic applications суна 


Honeywell is a company with a clear vision of integrating its spirit of excelle: 





and innovation with the rich and progressive cultures of its partners across | t 
Asia-Pacific region. 

. No matter which face of Honeywell you see in Asia, you'll find the same ba | 
commitment to an idea that was born over a hundred years ago: to help peop 


control their world, no matter where in the world. 


Honeywell 


Asia Pacific Inc 


HELPING YOU CONTROL YOUR WORLD 







Brunei 

Jati Transport Sdn, Bhd. 
Bandar Seri Begawan 2606 
Darussalam 

Tel, 02-41 763 


Hong Kong 

Zung Fu Company Ltd 
Bonaventure House 
Leighton Road 

Tel. 5-8957288 


Indonesia 

PT. Star Motors Indonesia 
Jl. Let. Jen. S. Parman 79B, 
Slipi, Jakarta 10001 

Tel. 021-593721 


Japan 

Mercedes-Benz Japan Co. Ltd 
SVAX TT Bldg., 3-11-15 Toranomon 
Minato-ku 

Tokyo 105 Japan 

Tel. 03-578-3270 





Korea 

Han Sung Motor Co. Ltd. 
Kyungseo Building 
514-10 Shinsa Dong 
Kangnam-Ku, Seoul 

Tel. 02-548-3421 


Created to conquer hearts 
and highways. 


Over thirty years ago, the legendary Mercedes-Benz SL 
Coupe captured the hearts and minds of motoring enthusiasts 
the world over, with its spectacular gull wing doors, innovative 
technology and inspired styling. 

Today, the new Mercedes-Benz SL Series is destined to 
create even greater sporting excitement and desire. 


The shape of things to come 

Heads turn. Eyes light up. The refined shape of the 
Mercedes-Benz SL reflects a fine balance between aesthetics 
and aerodynamic efficiency. The steep front spoiler reaches 
down further and the width is matched exactly to the tyres 
creating a very sleek look, indeed. In fact, the aerodynamic 
resistance is now 22% lower than the previous model. And 
depending on the model you choose, the new Mercedes-Benz 
SL can propel you from 0 to 100 km/h in a startling 6.2 seconds. 

The new Mercedes-Benz SL also demonstrates what 
advanced road safety and passenger security is all about 


In the event of a collision, a rollover bar operated elec- 
tronically through a series of sensors, extends automatically 
within an amazing 0.3 seconds. 


It is cleverly housed in the front of the automatic soft top, 
so it doesn’t intrude on the overall contour of the car 

ABS braking, a Mercedes-Benz development, gives you 
the assurance of total stopping power. And, highly improved, 
multi-link independent rear suspension creates a quality of 
ride and road handling second to none. 


The inside story on luxury 

The slimmer instrument panel accommodates all the 
controls with ease. Everything is colour co-ordinated, from the 
quality velour carpeting to the padded door linings. Relax back 
in the driver’s seat. It adjusts in ten directions and an optional 
memory feature recalls exactly the right position for you 

This is just part of the story on the new Mercedes-Benz SL 
The unforgettable driving experience that is yours to enjoy, now 


Mercedes-Benz 





The unforgettable experience 
Malaysia Philippines Singapore Taiwan Thailand 
Cycle & Carriage Bintang Berhad Commercial Motors Corporation Cycle & Carriage Co. industries Capital Motors Inc honburi Phamch Co. Lid 
Lot 9, Jalan 219 Mercedes Ave, San Miguel (1986) Pte Limited 53 Nan Kang Road, Se Buildinj 
Federal Highway Makati, Metro Manila 1299 241, Alexandra Road Taipei Rachadamnoen Avenue 
46100 ing Jaya Tel. 02-601431 Singapore 0315 Tel. 02-7826123 Bangkok 
Tel. 03-7572422 Tel. 4733122 Fel. 02-2228143 











Our interests in Asia 
spread from cruise liners 
to first class hotels. 


European based ACCOR is one of the fastest 
growing hotel, catering and service companies in the 
world 

Twenty years ago we began operation with just 
one hotel in France. Today we operate 800 hotels in 
60 countries and employ over 62,000 people Ui 

A new ACCOR hotel opens every 5 days. And this A & 
year alone we will train more than 10,000 people on ч 
our ACCOR Academy campus 

ACCOR's hotel chains span all the ‘star’ 
classifications, from luxury hotels to idyllic resorts 
(Sofitel, Novotel, Ibis, Pansea). We operate 2,500 
restaurants, a leading worldwide luncheon voucher 
system, institutional catering, tour programs and 
cruise liners. 

Our interests encompass a world of hospitality 

We arc now actively looking for new develop- 
ment opportunities in Asia and Australia to add to 
our present ventures in Japan, Korea, China, India, 
Malaysia, Singapore and Thailand. 

In ASIA, we're investing for the future. Join Us. 


ACCOR 


Taking off in Asia 
WALL STREET TOWER 23/F SURAWONGSE RD 


BANGKOK 
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With 365 days of business in Europe, 
it’s fortunate there’s a new Europages every year. 





To find new customers, the best 
suppliers or your future business | 
partners while saving time and 
money — consult Europages. 
Europages '89 means 340,000 rea- 
ders throughout Europe, a choice 
of 6 languages, 10 eountries and 
over 140,000 companies at your 
fingertips. For 365 days a year. 
Until the next edition. 


Sales representative: 


THOMSON DIRECTORIES 


Thomson House, 296 Faruborough Road 


Farnborough, 
Hampshire GUL, 7NU | 
Tel. (0252) 516111 | 
Fax (0252) 377005 
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eading Hotels 
of theWorld 


Ein Anruf, 225 Leading Hotels 
(One Call, 225 Leading Hotels) 


For your personal copy of our Directory of 225 luxury 
hotels worldwide in your choice of English, French, German, Spanish, 
Italian or Japanese, and for reservations contact your travel consultant or telephone: 


U.S.A./Canada (800) 223-6800 West Germany 01-30-21-10 Madrid (91) 401-2412 Tokyo (03) 797-3631/4 
New York City (212) 838-3110 Frankfurt (069) 299-8770 Barcelona (93) 301-0184 Sydney 233-8422 

Mexico City (5) 584-9866 Italy 1678-22005 Singapore (65) 737-9955 Sao Paulo (11) 251-5021 
Great Britain 0-800-181-123 Milan (02) 669-86131 Hong Kong (5) 483-928 Buenos Aires (1) 322-3563 


COMFORT... R 
THE POWER TO EVOLVE. 



























Fresh starts _ 
third session of the 1987 





'ueen's Speech, set- 
"Thatcherite pro- 

e of customary 

lism; but its 15 new bills 
included no surprises and the 
speech broke with a five-year- 
old tradition by omitting any 
hint of tax cuts in the next 
budget. 


The House of Commons won 
generally favourable notices 
for its live television debut. 
‘Press critics, though, looked 
"forward to a relaxation of the 
current editorial rules: these 
limit the standard coverage to 
a head-and-shoulders shot of 
whichever MP is formally ad- 
dressing the house—depriving 
the viewer of half the action 
and most of the fun. 





A current account deficit of 
£1.54 billion was announced 
for October—a better figure 
than the City had expected, 
relieving pressure on sterling 
and interest rates. 


Viscount Whitelaw, Tory 
grandee, fulminated against 
“rumour and internal in- 
trigue”. Sir Geoffrey Howe, 
deputy prime minister, huffed, 
"there is no crisis". Their tar- 
get? Sir Anthony Meyer mp, 
who intends to challenge Mar- 
garet Thatcher for the Tory 
leadership next month. 





Long-term unemployment 
has outrun the swings in total 
unemployment, up and down. 


BRITAIN THIS WEEK 


n with the cus- | 4 





Reptiles, etc 


The same weekend that Ru- 
pert Murdoch’s Sun newspa- 
per published a photograph of 
the body of journalist David 
Blundy in a mortuary in San 
Salvador, Robert Maxwell’s 
People published pictures of 
the backview of Prince Wil- 
liam peeing in a bush. The 
boy’s parents complained, and 
Mr Maxwell sacked the Peo- 
ple’s editor, Wendy Henry. 


National newspaper editors 
agreed on a code of conduct 
for their industry. Details have 
not been revealed, but are be- 
lieved to include readers’ om- 
budsmen to deal with com- 
plaints. The editors’ new 
enthusiasm for ethics is 
sharpened by a government 
threat to legislate if they do 
not behave better. | 


Fleet Street finally signed of. | 
The Daily Express was printed | 
in its Black Lubianka building 
for the last time on November 
17th, the last national newspa- 
per to quit the street. 





The IRA murdered three sol- 
diers in Northern Ireland 
and injured another in Essex. 
The Northern Ireland secre- 
tary, Peter Brooke, attacked 
for saying recently that he 
could not envisage a military 
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victory against the IRA, chose 
his new words carefully: the 
IRA, he said, “cannot win, and 
cannot be permitted to win.” 


Latest offers 


The government set the price 
of shares in the ten water 
companies at 240p, valuing 
the industry at £5.2 billion. 
City analysts predicted quick 
profits for investors. 





The Department of Transport 
plans to auction the most 
sought-after car number- 
plates at Christie's, and to al- 
low drivers to choose 


personalised registrations for a 


fixed price. The transport sec- 
retary, Cecil Parkinson, 
stressed that plates would 
have to keep within the nor- 
mal bounds of decency. 


_| The government changed its 
- mind and said it would make 








Î ment minister, tried t 










































NHS blood transfusio 


Norman Fowler, the e 








up the Confederation of Bi 
ish Industry's gloomy айпи 
conference. He endorsed the 
CBI's plan to revamp traine 
ing—including the idea of giv- 
ing all 16-year-olds a £1,500 
training credit-—~and 
the government will work wit! 
the csi on the details. 











Grounded 


Denis Healey, Labour's 72. 
year-old former deputy leader, 
said he will leave parliament 
the next general election. Still 
time to bruise a few more 
Tory reputations. | 





The ambulance dispute 
spread beyond London, as 
crews throughout the country 
refused to answer non-emer- 
gency calls. But controllers 
were split over whether to pass 
on the emergencies to the 
army and police. 


What do Edinburgh, Newcas 
tle, Darlington, Cardiff an 
Belfast have in common? 
swer: Sunday postal college 
tions. Seven-day service was 
resumed on November 19t 
except in Darlington, where 
postmen turned down £25 for 
the Sunday shift and left the 
boxes unemptied. 


A 
A jumbo jet mistook the A¢ 
for the parallel Heathrow Air 
port runway and nearly 
landed on the road. 


| British Gas Interim Results 


TURNOVER & DIVIDEND 
UP WITH CONTINUED 


UND 
BY Gas has published its interim report for 
KE the six months ended 1 October 1989. In the 
report, British Gas Chairman and Chief Executive Robert 
Evans CBE writes: 
; “I am pleased to announce the financial results of 
-British Gas ріс for the first half of the 1989/90 financial 
year. The principal results and features of the Company’ 
-performance during the period have been as follows: 
Ф The business strategy of the Company has continued 


to be aimed at increasing shareholder value, both in the 
short term, through the further development of the gas 




































business in Britain, and in the longer term, through prudent 
investment in extensions to the business. 

. . € The Company earns most of its profits in the second 
half of the financial year. Consequently, results for the first 
half are not indicative of the year as a whole. 

+ 90nce again, British Gas made a small current cost 
loss in the first half of 1989/90. There is a small profit on an 
-. historical cost basis. 

VS The Companys dividend policy has been extended 
.. to incorporate the intention to increase the payout ratio 
over the next few years. Against that background the 
Directors are declaring an interim dividend of 3.2 pence 
рег share, an increase of 16.4 per cent on 1988. 

s. @Gas business performance was good although tariff 
volumes were lower due to the warmer summer. 

695,000 gas customers were added and underlying 
growth was recorded in all gas market sectors. 

O9 Exploration and Production moved from loss 
into profit and is contributing increasingly to both turn- 
over and profit. 

Ф Recommendations of the MMC report on con- 
tract gas were implemented; the Company’ estimate of the 
¿reduction in pre-tax profit in 1989/90 remains unchanged. 

< 9 Tumover from Installation and Contracting rose 
by 13 per cent; that from Appliance Trading was down 
| by 8 per cent reflecting general trading conditions in the 
high street. —— 











RLYING GROWTH. 


@The acquisition for £295 million of a major 
holding in Texas Eastern North Sea, Inc. (TENSI) has 
provided quality oil and gas reserves and extensive ex- 
ploration acreage. in 

@A major restructuring of the Company's organ- 
isation into three business units has taken place tó improve 
its responsiveness and efficiency" 


The interim dividend of 3.2p net per ordinary 
share will be paid on 28 March 1990 to shareholders 
on the register at the close of business on 9 February 
1990. 

Copies of the interim report are available from: 
British Gas plc, Shareholder Enquiry Office, 

100 Rochester Row, London SWIP YP. 
Phone: 01-834 2000. 








FOR THE SIX MONTHS ENDED 1 OCTOBER 1989. 
Extracts from Group Profit and Loss Account 


Six months ended 


1 Oct 1989 2 Oct 1988 
im im 
Turnover 2,754 2,638 
Current cost operating loss (87) (77) 
Net interest and gearing adjustment (25) (30) 
Current cost loss before taxation (112) (107) 
Taxation (2) (10) 
Current cost loss after taxation (114) (117) 
Minority shareholders’ interest (2) 4 
Loss attributable to British Gas 
shareholders (116) (113) 
Interim dividend 136 117 
Loss per ordinary share (2.7)p (2.7)р 
2.75р 


Interim dividend per ordinary share 3.2p 








i. The unaudited results of the Group for the six months ended 1 October 
1989 have been prepared on the basis of the accounting policies as set out in the 
Annual Report and Accounts for the year ended 31 March 1989. 

2. On an historical cost basis the profit before taxation forthe six months 
ended | October 1989 and 2 October 1988 was £6 million and £28 million 
respectively, 

3. Taxation for the six months ended 1 October 1989 has been pro- 
vided on the basis of the estimated effective тах rate for the year ending 
31 March 1990. 


British Gas’ 
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Still rolling on 


THEN the last chilled army sniper had 

V clambered down from the roof of the 
"Treasury and the last ingenious electric cart 
had removed the evidence of the Household 
Cavalry’s passage from the streets of Lon- 
don, the themes for the third session of Mar- 
garet Thatcher's third administration, as set 
out in thé Queen's Speech, remained as dim 

; — Gmisty as the trees in St James's Park. 

^t: Confusion all round. On Europe, some 
thought the prime minister had softened 
her line; others that she was stoutly defend- 
ing British isolationism. Some welcomed 
signs of a softer, quality-of-life agenda. Oth- 


ers were impressed by the rugged, 
Dm radicalism of the 15 bills on 
offer. 


What was going on? The confused com- 
mentators were mirroring a confused gov- 
ernment. The agenda set by the Queen’s 
Speech is undoubtedly radical, challenging 
vested interests across a great swathe of Brit- 
ain’s middle classes as well as some of 
Thatcherism’s more ancient foes, like shop 
stewards and the miners (see box on next 
page. - i 
Yet ministers; and indeed Mrs Thatcher 

herself, chose to stress the less contentious 
aspects of the new session, homing in on lit- 
ter, the safety of cook-chill food and re- 
-sonses to scientific advance in the embryol- 
. зу and broadcasting bills. - Hardly 
humdrum, but not the stuff crusades are 
made of, either. Far from the sound of 
swords being sharpened and the toot of 
trumpets as ministers prepare for the fight, 
they seem to be pleading for as quiet a life as 
possible: a crusade, if we must, old girl, but 
on tiptoe, and with banners furled. 
+: his is hardly surprising. The year 
ahead will be dominated by the bleak eco- 
nomic trudge to get inflation back to an ac- 
ceptable level, by the great battle over Brit- 
ain’s future in the European Community 
апа by speculation about the future of 
the prime minister herself. With all 
“that ahead, the last thing minis- 
ters want’ is yet more 
trouble, — 
Much of the burden _; 
will rest on the shoul 7 
. ders‘of the health secre- 
v. tary, Mr Kenneth 
‚ Clarke. Leaders of the 
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British Medical Association and‘ the less 
pukka health unions have not found him 
the genial hush-puppy of legend. He has 
given no indication that the NHS changes 
will be watered down during the passage of 
the NHS and community-care bill. Mr Clarke 
will face some ferocious parliamentary am- 
bushes, from the Tory health lobby as well 
as from Labour, but he has a tight timetable 
and intends to stick to it. Nobody should 
forget that he too has his small band of sup- 
porters who would like to see him succeed 
Mrs Thatcher. 

But even enthusiasts for health-service 
reform are’ unsure whether, once the 
changes come properly into effect in April 
1991, there will be time for them to swing 
votes to the Conservatives. 

They may have to. Much of the govern- 
ment's financial firepower is riding on the 
health changes. If the Queen's Speech pro- 
vides a crude map for the year ahead (and 
there will be many more bills than those an- 
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nounced in it—one on Hongkong, fot 
stance), the compass remains the first A 
tumn Statement from Mr John Major, 
new chancellor. He made it clear on Now 
ber 15th that any extra money ava 
would be diverted to politically sensitive 
eas like health, rather than being avail 
for risky tax-cutting—a decision un 
in the Queen's Speech, which omitte 
familiar reference to cutting the burdi 
taxation. 

Lord Mackay's bonfire of гей 
practices in the legal profession might 
vote-winner. But only during the pa 
the bill will ic become clear just how fa 
prepared to bend to the English barri 
and judges who refer to him contem 
ously, behind his back, as "that blo 
bagpiper.” 

Other radical measures ahead, like: 
introduction of student loans, an 
preparation for coal privátisati 
be net vote-losers. But the biggest chi 
comes from a measure passed last 
the poll tax. Senior Conservatives cer 
expect it to lose the party votes and 
But there is no going back now and th 
they can hope for is a short, sharp 
with not too many casualties on 
side. Mr Nicholas Ridley, in bis last ба 
environmerit secretary, won a meagre së 

Qon, ment for loca 
dies thority pen 
% from the Trea 
His successor, 
Chris Patten, 
face a wiriter of: 
frontations 
council del 
| and worried 






























backbenchers. | 
"According to recent research from Scot- 
id, those that lose out from the poll tax 
ill not be the poorest, who will benefit 
from the more generous rebate system. The 
ets will be the “sixth and seventh dec- 
iles" —that is, the lower-middle and upper- 
working classes, who in England swung deci- 
ively to Mrs Thatcher in the early 1980s. 
xt great news for Tory backbenchers with 
allish majorities to defend. One former 
binet minister mutters gloomily about a 
locaust of Tory seats in 1992 as local 
ouncils, Conservative and Labour, go on a 
pending spree and blame the consequently 
higher poll tax on the government. 
: While mouthing support for the new 
доп” radical agenda, a few ministers 
ust dream wistfully of sitting through 1990 
i Melbourne-like stupor. That prime min- 
er was celebrated by Mackworth Praed, a 
orian poet, for his glorious stasis: 
0 promise, pause, prepare, postpone 
And end by letting things alone: 
n short, to earn the people 5 pay 
By doing nothing every day. 
But Mrs Thatcher, however embattled, 
| never let be. The Thatcherite steam- 
oller has crushed some flinty opposition 
these past ten years. It rolls on, wonderful 
inst obstacles ahead, unnerving when 
hreat may be a landslide beneath. 














HE government's 15 new bills fall 

into five categories. 
€ Goods and services. The national- 
| health-service bill will introduce opted- 
out hospitals and GP budget-holders; 
health authorities will act as buyers 
| rather than providers of care. The food- 
safety bill will increase ministers' pow- 
ers to destroy suspect food and close 
down unhygienic retailers. The broad- 
casting bill will usher in a new commer- 
cial-television channel and three new na- 
tional independent radio stations. The 
courts and legal-services bill will end 
the barristers' closed shop in the higher 
courts and the solicitors' closed shop in 
conveyancing. 
€ Business and enterprise. The employ- 
ment bill will scrap the closed shop and 
immunity from secondary action, while 
forcing unions to curb wild-cat strikers. 
The education (student-loans) bill 
will freeze students’ grants and offer 
them top-up loans. The coal-industry 
bill will wipe out up to £5 billion of Brit- 
ish Coal’s losses, softening up the indus- 
try for privatisation. The enterprise and 
new towns (Scotland) bill will pro- 








anted: a head for figures 


dteachers are to manage their own budgets. Their jobs will 
ver be the Vased aid тад They will be better к 


E |CHOOLS are in the middle of their big- 
gest shake-up since 1944. Most con- 
icuous is the introduction of the national 
riculum. But headteachers and gover- 
rs are just as worried about the govern- 
"s. new scheme for financing schools. 
inions differ on the scheme’s merits; but 
one doubts its seismic impact on both 
mary and secondary schools. 
The innovation—the jargon-junkies in 
Department of Education and Science 
DES) have christened it local management 
schools (LMs)—is based on two’ simple 
principles: delegation and capitation. Local 
ucation Authorities (LEAs) will delegate 
ponsibiliry for management—including 
"management of budgets—to all second- 
Schools (regardless of their size) and all 
imary schools with more than 200 pupils. 
s will still be responsible for allocating 
udgets to their schools—but оп the basis 
a mathematical formula rather than his- 
ical cost. _ 
- Which is where the capitation principle 
mes in: the more. pupils a school attracts, 
: more money it receives from its LEA. Or 
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so the simple version might run. But it has 
been getting ever more complex, as the edu- 
cational lobbies have got to work and the 
DES has begun to think it through more 
carefully. 

To summarise the likely final version: an 
LEA will have to allocate the greater portion 
of a school’s income on the basis of the 
number of children it manages to recruit, 
with older children meriting more money. 
In deciding the rest of the allocation, the 
LEA will be free to take into account such is- 
sues as the size of the school (smaller schools 





What's on: your viewer’s guide | 


mote regional development and 
reorganise training. The PSA and 
crown-suppliers bill will lead to the 
sell-off of agencies responsible for look- 
ing after government buildings and pro- 
curing supplies. Encouraging embryonic | 
entrepreneurs will not extend to entre- 
preneurs of the embryo: the human- 
fertilisation and embryology bill will 
ban cloning and regulate artificial | 
insemination. 

ө Greenery. The environmental-pro- 
tection bill will hit at industrial pollut- 
ers and litter louts. 

ө Dealing with criminals. The criminal- 
justice bill will improve international 
co-operation to shop big-time crooks, 
The law-reform (Scotland) bill will in- 
troduce the first British means-tested 
fines for offences. The Aviation and , 
Maritime Security Bill will try to en- 
sure that there can be no repeat of the 
Lockerbie air disaster. 

e Welfare. The social-security bill will 
abolish the six months qualifying period 
before the terminally ill receive money, 
and do more to protect members of pen- 
sion schemes. 





are more expensive to run per head) and the 
social composition of the school's catch- 
ment area (poorer children bring heavier fi- 
nancial burdens). 

The government argues that фе delega- 
tion-and-capitation combination will give 
schools just the kick they need. Headmas- 
ters will gain greater freedom to run their 
schools, unplagued by the bureaucratic in- 
efficiencies or ideological whims of their 
LEAs. And the competition for pupils—c 
ery child wins a budget—will be a spur 
educational excellence. 

Unlike the proposed health reforms, 
LMS has been subjected to extensive pilot 
tests, starting in Cambridgeshire and Soli- 
hull. Cambridgeshire delegated budgets to 
six secondary schools and one primary 
school in 1982—and was pleased enough at 
the results to extend the scheme to all 46 of 
its secondary schools in 1987. 

The pilot-studies—over 20 LEAs have 
now run their own—give:a clear pointer to 
the shape of British education in the 1990s. 
The full implications have yet to dawn on 
most of the country’s parents—and most of 
its teachers, (00: 

The typical LEA will cease to be a hands- 
on-manager of schools and become instead a 
slimmed-down advisory body: it will allocate 
the annual budget, help with long-term 
planning, monitor academic performance, 


provide a miscellany of back-up services and 


be there to rescue heads who run into trou- 
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ble with their new responsibilities. 

For their part, heads will be trans- 
formed from senior teachers into business 
executives. To the heavier job of administra- 
tion will be added a new task: selling the 
school. Governors will also find their jobs 
both more difficult and more tíme-consum- 
ing. In Cambridge the average number of 

: pis leapt from one a 








ND Even more gules ‘will be the change 
in the ethos of schools. Schools are already 
adapting со the brave new commercial 
"world: producing glossy brochures and slick 
films to attract parents, for example, and 
leasing out classrooms and playing fields in 
“the evenings and at weekends. 


Problems, problems 


The educational establishment is highly crit- 

ical of the break-neck speed with which 

these reforms are to be pushed ahead: most 
© chools in the country must adopt the new 

“regime by April 1993. The pilot schools had 
almost a decade to get used to LMs—and are 
still having teething troubles. 

When not complaining about the tight- 
ness of the time-table and a shortage of cash, 
the gloomsters raise three main objections 
to the plans. The first is that heads, gover- 
nors and education authorities may be ill- 
prepared for the changes ahead. Already 

_over-burdened by their travails over the na- 





tional curriculum, heads are under-trained 
for their new responsibilities. School gover- 
nors, generally local worthies rather than ac- 
tive businessmen, are typically better at eat- 
ing tea-cakes than reading balance-sheets. 
The county halls are under-prepared for the 
changes—the majority of their. staff still 
know nothing about LMS. 

The second gripe is that the financial 
formulas are too rigid. Some schools will be 
winners, some losers—and the gap between 
them, warn the critics, will cause trouble. 
Most contentious of all is the Whitehall de- 
cision that each LEA should finance head- 
teachers on the basis of the average salary 
per teacher for its region. But actual salaries 
vary with age. So heads with young staff will 
get more than they need, while heads with 
older staff will have to make cuts. The DES is 





Second thoughts 


HE mental asylum is staging a re- 

markable comeback. Never exactly 
popular, the very concept of the asylum 
was tarred in the 1950s and 1960s by a 
series of blood-curdling exposés of the 
abuse and neglect of patients. Public out- 
rage was buttressed by psychiatrists who 
theorised about the evils of institutions 
per se. Succeeding governments since the 
1960s have promised reforms—usually 
involving shutting down the asylums and 
creating an alternative system of "com- 
munity care". 

Thirty years and some 90,000 dis- 
charged patients later, there is again an 
outcry—directed this time against the 
horrors of that community care. Patients 
discharged into the impersonal society of 
late twentieth-century Britain have 
found little in the way of a "community" 
to welcome them. The public, having for- 
gotten about the evils of asylums, is now 
upset by stories of destitute ex-inmates 
set loose on the streets to harm them- 
selves—or others. 

‚ Suddenly, mental asylums no longer 
look so dreadful. In fact, they have 
picked up some influential new friends. 
Last week’s white paper on community 





ы 
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care promises that those remaining will 
stay open "unless it can be demonstrated 
that adequate alternatives have been de- 
veloped”. Mental-health professionals 
have their doubts about whether enough 
cash will be forthcoming to make “ade- 
quate alternatives” a reality. The lead 
editorial in last week's British Medical | 
Journal spoke approvingly of the "re- 
habilitation of the mental hospital". 
And the word "asylum" is now officially 
free of derogatory overtones, according 
to a recent correspondence in the Bulle- 
tin of the Royal College of Psychiatrists. 

Dr Malcolm Weller is a consultant 
psychiatrist at the Friern hospital in 
North London and head of Concern, a 
new pressure group trying to highlight 
the plight of discharged mental patients. 
He says the problems of mental patients 
in hospitals “are of a theoretical nature", 
compared to those of homeless and sui- 
cidal patients dumped on the streets by 
community care. 

Dr Weller's own Friern hospital is 
due to close in the early 1990s. Unless, 
perhaps, the shortcomings of commu- 
nity care continue to tehabilitate the sys- 
tem it tried to replace 
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shrugging its shoulders: the system, it say 
one of “rough justice”. Just how roug 
become clear only in the next year ot: 

The third problem, in the eves of 
worried, is that pupil-driven finance co 
widen social inequalities in schooling: 
further. Arguably, schools in wealthy п 
ket towns will pull in the cash-—recrüt 
financial wizards onto their boards of go 
nors, touching parents for "school can 
tions" and leasing their facilities to 
groups in the evenings or at the weeken 
while schools in the deprived inner ci 
will not: no badminton clubs or cordon? 
cookery enthusiasts will step Гез tol 
their facilities. Maybe: bur at least the 
be scope for an inspired headteacher 
make a social desert bloom. 


Willing heads 

Ministers seem confident that the schi 
can win acceptance and are surely right ti 
so. Support ought to grow when it beco: 
clear that formula-financing will al 
cash on the basis of schools’ merits 
than of history. 

Planning for the new approach is go 
pretty well, All Leas already have full 
groups devoted to launching the sch 
usually consisting of a seconded head; 
countant and an assistant education of 
Local authorities and private companie 
busy training heads and would-be head 
the arcane arts of financial managemen! 

The pes has also cracked what. 
have been a tough nut: finding 
heads. The discontented are an aging t 
ity. The National Association of 
Teachers welcomes LMS—though the 
still complains bitterly about inade 
cash. A new breed of ambitious teac! 
ready to take the place of any old pi 
gogues who refuse to learn new tricks. 

Heads who have pioneered the ne 
proach seem happy, boasting of 
power, improved flexibility and ас 
sense of costs and benefits. Instead o 
ing an age for the local authority to ans 
simple inquiry or mend a leaking тоо! 
can sort the problem out themselvi 
Stephen Foster, the LMS project direc 
Cambridgeshire, thinks few if any of tf 
heads in his pilot scheme would want t 
back to the old system. 

This new breed of heads may. sóon 
йаа not of the burdens of offi 
of the limitations of their powers. 
and firing will still be hedged aroun 
legal restrictions. Wages will continue 
determined by national wage-bare 
Finding it no easier to fire lousy teach: 
to pay extra for good ones, heads seem 
to become enthusiastic converts to fi 
pay. If ums helps to unjam a notor 
sticky and inflexible labour market, then 
challenges of the next few years will be do 
bly worth meeting. 















. The game show 
| Р ГГ\НЕ scene: the Commons chamber on 
1 November 21st. The Tory benches 
| are almost empty. A verous, white- 
` haired backbencher prepares to speak. 
| Suddenly, noiselessly, three others take 
|| their places behind him. 
| А touching example of their enthusi- 
| asm to hear their elder's views on the 
E Conservative Party and Europe? No: the 
| elderly MP was Sir Anthony Meyer, who 
wants to challenge Mrs Thatcher for the 
| leadership. The heavies immediately be- 
hind him were Thatcherite loyalists, Mr 
Neil Hamilton, Mr Michael Brown and 
| Mr King. Their arrival was not 
wholly benign. It was rumoured that Sir 
_ Anthony was about to announce his can- 
in the speech. Had that hap- 
| pened, it would have been picked up by 
_ the newly installed television cameras and 
` dominated the late-evening news bulle- 
tins. In which case, viewers would have 
seen the three musketeers as a backdrop, 
| shaking their heads, rolling their eyes and 
looking suitably aghast. 
| Evenas it was, Sir Anthony's criticism 
| of the prime minister received exactly this 
. treatment, including a finger pointed at 
| his own ear as he lamented * ‘the plight of 
- elderly pensioners.” This was a technique 
known as the “black doughnut”, with Sir 
Es as the hole, and the first exam- 
le of camera-nobbling as the Commons 
К ent on television. 
i< The impact of TV on both the Com- 
mons and the public will take some time 
_ to assess. But a few cherished predictions 
Bay already crumbled. It was wrong to 
| suggest the prime minister would come 
over disastrously. She smiled brightly at 
| every lens in turn, greeted the most hostile 
| Labour questioners with a soft grand- 
1 ‘motherly simper and showed more aware- 
| ness of the cameras than Mr Neil 
| Kinnock. But the true professional turned 
out to be Mr Paddy Ashdown, leader of 
the Liberal Democrats, who may do his 
party much good if the TV news editors 
| give him the chance 
| ` Norwasit true that those who did well 
| on screen were the MPs who were pre- 
| pared to kow-tow to the image consul- 
| ans A powder-puff and a comb help, 
. certainly. But the television rules turned 
out to be the same as the rules of modern 
|| oratory: stick to short, simple sentences, 
| vivid phrasing and clear arguments 
| spiced with a dash of humour and self- 
precation. 
It is already clear that the Speaker, Mr 
. Bernard Weatherill, will become some- 
` thing of a star himself. He now has the fe- 


|. rociously difficult job of  defusing 
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backbench suspicions that television will 
erode their arcane debating rights. Fortu- 
nately, this one-time Bengal Lancer is al- 
ready gifted with the imperturbable good 
humour of the best Tv chat-show hosts. 
After only a few days, it already seems 


быя Weatherill: your host 


unthinkable that the cameras should ever 
leave the House. William Pulteney, a lead- 
ing Commons figure of the day, com- 
plained in 1738: "to print or publish the 
speeches of gentlemen in this House, even 
though they are not misrepresented, looks 
very like making them accountable with- 
out doors for what they said within.’’ He 
made, unwittingly, the case for parliamen- 
tary reporting; and he makes the case for 
broadcasting, too. 


A caveful of plotters? 


WS on the Conservative anti- 
Thatcher plot is that a challenge to 
her leadership is now virtually certain; but 
that the rebels are still in disarray. Sir An- 
thony Meyer has said: “If nobody else 
comes forward, | am almost certain to 
stand. But if anybody else comes forward, 
I am almost certain not to stand." 

The problem for the rebel forces is che 
lack of a real leader. This is inevitable: the 
crucial but unremarked feature of the 
campaign is that so many of the plotters 
are supporters of Mr Michael Heseltine. 
But to have his name associated with it 
would kill his chances of replacing Mrs 
Thatcher. Even Mr Heseltine's lieuten- 
ants have been asked to keep clear; their 
favourite has good reason to ponder that 
old saying: "Cease to be the slave of 

































party—and you become its deserter.” 

Meanwhile the search for a more sub- | 
stantial alternative to Sir Anthony (who 
pronounces his surname May-er, whereas 
Thatcherites call him My-er in a feeble at- 
tempt to make him sound sinister and 
Teutonic) goes on. One prominent back- | 
bencher who was approached and refused 
to lead the rebellion explained that he was 
unconvinced it extended beyond the 
hard-core malcontents. They reminded 
him, he said, of the Biblical David's sup- 
porters in the Cave of Adullam: “And ev- 
ery one that was in distress, and every one 
that was in debt, and every one that was 
ICE gathered themselves unto 

ed (| Samuel 22). 

Were there just 100 Adullamites, Mrs 
Thatcher's number would be up. But even 
the malcontents doubt there are so 
many—or that their ranks include 
enough recruits from the marginal con- 
stituencies or the 1983 and 1987 intakes 
of MPs to give the challenge credibility. 
Ministers believe there are enough loyal- 
ists and anti-Heseltine Tories (“Michael is 
rather too much the thwack of crop on 
leather," mused one) to keep the abstain- 
ers and rebels below the danger figure of 
60. If the challenge is more serious, Mrs 
Thatcher will refuse any armistice offer 
that she go gracefully next year: the party 
would face civil war. 

Despite these ill omens, the mood in 
the Cave of Adullam (now reconstructed, 
in loving detail, at the premises of White's 
Club, 37 St James's Street) remains rea- 
sonably confident of a challenge. It’s just 
that those behind are crying forward, 
while those before cry back. 


Turkey shoot 


UR Bagehot award for parliamentary 

heroism goes this week to Mr Rob 
Hayward, Tory member for Kingswood 
and former pps to Mr Paul Channon, who 
is fighting a lonely campaign to reduce the 
number of MPs. He regards the House of 
Commons as grossly inefficient and 
overstaffed and would like to see the num- 
ber of members cut from 650 to between 
400 and 500. 

Mr Hayward notes that America's 
House of Representatives has only 435 
members, while all the Western European 
lower houses manage with considerably 
fewer legislators than Britain. At a rough 
estimate, each MP costs the British tax- 
payer £100,000 a year, so sacking 200 of 
them would save us about £100m in a full 
five-year parliament. Turkeys rarely vote | 
for Christmas; but is this not an irresist- 
ibly Thatcherite cause? 


THE ECONOMIST NOVEMBER 25 1989. 








































Taxing matters 


President Bush backed a bi- 

partisan bill that would reduce 

America’s fiscal deficit for 

1990 by $14.7 billion. Ac- 

| counting shifts explain $3.1 
billion; $3.3 billion comes 

1 from new tax revenue and in- 

|: creased federal fees should 

:próduce $6.2 billion. 





Congressional leaders also 
agreed to a $6 billion package 
of tax increases for fiscal 
1990. Since it does not raise 
‘ncome or major excise taxes, 
resident Bush claims to have 

"remained true to his "read my 
lips" election pledge. The 
package closes loopholes that 
subsidised losses made by 
bought-out companies and 
speeds up payment of federal 
payroll taxes. It also doubles 
the international air-passenger 
departure tax. 


Cutting back 


Britain's seventh-largest bank, 
TSB, will sack 3,000 employ- 
ees and announced that an- 
other 2,000 will go in the next 
few years. The move should 
save $102m in costs next year. 
Simultaneously the bank said 
that it would spend £310m on 
refitting 800 branches. 





Renault, a government- 
owned French carmaker, will 
close its historic plant in Bil- 
lancourt in 1992. The plant 
was built on five floors in 











USINESS THIS WEEK 


1929 on an island in the River 
Seine and now employs 4,100 
people. 


Bids and deals 


A Finnish forest-próducts 
company, Metsa-Serla, of- 
fered $412m for UK Paper, a 
specialist paper-maker. The of- 
fer was accepted, subject to 
shareholder agreement. 


Allied-Lyons, a British food 
and drinks company, bid 
$325m for Dunkin’ Donuts, 
an American fast-food seller. 
Dunkin’ claims to be the big- 
gest doughnut and coffee-shop 
chain in the world. 


Sweden's third-biggest bank, 
Svenska Handelsbanken, 
agreed to buy Sweden's last re- 
maining independent regional 
bank, Skanska, for $310m. In 
the past six weeks the two big- 
gest banks in Denmark and 
Norway have also announced 
mergers. 


Aerospatiale, a French aero- 
space company, and Alcatel, a 
French telecommunications 
group, are planning to merge 
their satellite businesses. 
The combined company will 
be the world's second largest 
satellite producer, behind 
America's Hughes. 







Financial blues 


America's biggest stockbro- 
ker, Shearson Lehman 
Hutton, is cutting the com- 
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mission it pays its brokers. 
The cost-cutting may help 
Shearson maintain its credit 
rating. A downgrading could 
cost it between $20m and 
$40m a year. 


America’s largest securities 
firm, Merrill Lynch, is fol- 
lowing suit, sacking staff and 
cutting bonuses. It blames 
competition from banks and 
foreigners and dreary markets. 


Elders IXL, a heavily in- 
debted Australian agribusiness 
and financial-services com- 
pany, wants to sell half of its 
Finance Group. Among those 
interested in buying a stake in 
Australia’s biggest investment 
bank is Dresdner Bank of 
West Germany. 


People 





West German computer 
maker, Nixdorf, lost its chief 
executive, Klaus Luft. He re- 
signed after the troubled com- 
pany lost $34m last year and 
$255m in the first nine 
months of this year. Luft will 
not be replaced until the com- 
pany’s future is clearer. 


A British purveyor of royal 
jelly, Regina Health & Beauty, 
lost its queen bee when its 
founder, Irene Stein, re- 
signed as chairman. The com- 
pany had run into trouble by 
adhering to the buzzword of 
diversification. 


An Australian entrepreneur, 
Christopher Skase, has 











| can inflation rate, and chare 


handed over Qintex Austra- 
lian to court-appointed receive 
ers. But bank funding will 
keep the media group alive far 
the time being. 


Gentleman's relish 


Researchers in America have 
discovered a link between sale. 
aries and fidelity. The more 

a married man earns, the more. 
likely he is to take a mistress. 
The danger zone is around | 
$40,000, when just over half 
are likely to fall. A man earns: 
ing over $60,000 has a 7096 
chance of having a mistress. 
Moral: the great thing about a © 
pay cut is that it can save a 
man's marriage. 


Gold broke through $400 an- 
ounce for the first time since. 
January. Gold bugs cheered - 
the announcement of a 

higher-than-expected Ameri 


ists’ self-fulfilling prophecies, 


1989 should be a marvellous 
year for French wine and 
winemakers. The French Na- 
tional Agriculture Accounting 
Commission said that wine 
prices will increase by at least: 
20%, doubling vintners’ in- — 
comes and adding $214 billion 
to France's farm-trade surplus. 


Patents rewarded 


After a 30-year wait, Texas 
Instruments has at last been 
granted a Japanese patent that 
recognises its invention of the 
integrated circuit. The patent 
revenues could be worth up to 


$500m a year. 
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‚ЩЫ 
Pre-Tax Profit 
up 11.6% to £108.1m 


Ж 


Earnings per Share increased 
by 13.3% to 23.0p 


0 


Interim Dividend increased 
by 13.3% to 8.5p 





[J MUSIC ~ excellent organic growth: Music Publishing 
integration well advanced with results ahead of expectation: 
further substantial improvement achieved in North American 
recorded music. 


D) LIGHTING — progress achieved — profit would have 
been higher but for restructuring UK distribution and integra- 
tion of Australian acquisition. 


D] RENTAL and RETAIL — increased profits from Rent- 
A-Center and International Rentals: overall performance 
constrained by tough UK brown goods market. 


02 SECURITY, SOFTWARE, and НМУ — developing 
businesses invest to advance their international position in line 


with THORN EMI strategy. 


DL] ELECTRONICS ~ profits up, with increased order book: 
important new contracts. 








THORN EMI 
FIRST HALF PROFITS REACH £108M 


— over £100m for the first time 









In his Interim Statement to Shareholders, for the half year to 
30 September, 1989, Colin Southgate, Chairman and Chief 
Executive, comments: 

“Lam pleased to report record first half year results by 
your Company. Overall, THORN EMI continued to move 
ahead in the first half, despite some demanding market 
conditions. We completed the sale of the Meters and Kenwood 
businesses at attractive prices. The resilience of our major 
businesses and the excellent contribution from key acquisitions 
are encouraging. 


Strategy of 
International Development Continues 
For the first time, international profit exceeded the UK 
contribution and indeed represented more than 60% of the 
total. These features of the Group's performance underpin 
confidence in our ability-to continue to make progress in an 
uncertain economic environment. 







Robust Financial Position 


Recent acquisitions and the higher prevailing i interest rates have 
led to an increase in interest charges, but the Group's financial 
position remains robust. The pro-portion of profits required to 
service our borrowings remains modest, while the Group's 
strong cash-generative capacity provides security ánd flexibility 

These factors, together with the satisfactory first half 
results, give me confidence that THORN EMI will continue to 
make progress in the current financial year” 





BW THORN EMI - 


THORN EMI plc, 4 Tenterden Street, Hanover i Square. 
London WIA 2AY. | 





Е ECONOMIST NOVEMBER 25 1989 








` BUSINESS 








Of mice and men 


Most new personal-computer software will soon offer a handy “mouse” to 
point and click commands. This and other changes will give small software 
companies more chances to compete with the industry’s giants 


TILL the software industry never grow 
up? Even the youngest bit of the.com- 
puter industry, personal computers (PCs), 
enters the 1990s in the trappings of respect- 
e middle age: dominated by a few big 
as, burdened with the responsibility of 
“getting well-established Sli 
technology to do more for À 
less. Not so for software. 
Though big firms have got 
bigger, the number of new- 
comers has grown faster 
still. New technologies now 
being announced will make 
the industry yet more wel- 
coming ‘for  blue-jeaned 
. youngsters who want to 
change the world. Big firms 
had better beware. 

Recent years have been 
good ones for the big soft- 
ware companies. The big 
three in PC software— 
Microsoft, Lotus and Ash- 
ton-Tate—have grown 
faster than their markets. 
Analysts at Input, a market- 

*arch firm, estimate that 
sottware sales (for all sizes of 
machines) grew by just over 
20% a year from 1985 to 1988, to $55 bil- 
lion. On average, sales of Lotus, which dom- 
inates the spreadsheet market with 1-2-3, and 
of Ashton-Tate, leader in PC-databases, 
grew by about 3096 a year. Allrounder 
Microsoft grew by a whopping 60% a year in 
its past three financial years, to. sales of 
$803m in the year ended June 1989. 

For many of the newly big, the good 
times may soon end. Unlike nearly every 
other maturing industry, the growth of big 
firms has not inhibited newcomers from pil- 
ing into the market. Mr Bernard Goldstein 
of Broadview Associates, the software indus- 
try's leading merger-broker, reckons that 


_ “there are now more firms in the industry 


.. than ever before. His company adds 50-75 
_ newcomers a week to its database of about 
20,000 software firms. 

Many of these start-ups sell out to a big 
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competitor as soon as they can. In America 
nearly 450 software firms changed hands in 
1988, 5096 more than 1987. Half of those 
deals were worth $4m or less, and the mean- 
average sale price was a mere $19m: By cash- 
ing in, the small fry avoid the risks of chal- 





lenging the big fellows' established brand- 
names and global marketing technology. 
The big fellows get bright new ideas and 
technology. What could change the equilib- 
rium between big and small is new technol- 
ogy which, though long expected, should in 
1990 at last begin to make a real impact on 
software markets. 

Until this year, PC software could be 
neatly divided into two camps: Apple (10- 
15% of the market) and Івм-сотрачЫе (the 
rest). Now the IBM-compatible market is 
about to split. Operating systems define the 
competitive arena for software because pro- 
grams written for one system will not run on 
another. The standard operating system in 
the IBM-compatible is Microsoft's pos. Now 
Microsoft itself is confusing the scene with 
two new entrants which, although they can 
run old DOS programs, require specially- 





































written software to take advantage of 
snazzy new features they ofero — 
The most important .newcom 
the first really usable versions of w 
recently launched jointly by i4 and 
soft. 08/2 lets a computer work on s 
things at the same tíme-—so that ane 
tive can type the text of his sales report 
the computer automatically fetches the sal 
numbers from his company's mainfram 
OS/2 also provides standard interfaces whic 
make it easier for programs. to coopera 
and to share data automatically am 
themselves. Most important of all, the ne 
operating system eases the task of learn 
new programs by allowing a neoplhyre 
pick commands from a menu, or by рой 
to symbols, rather than typing them in fram 
memory. 
Microsoft hopes to se 
about im copies of 08/2 | 
1990, compared with aboi 
7m-8m copies of DOs. Some 
time in the 19908, os 
should replace pos o 
pletely. Meanw! 
Microsoft also offers * 
dows as a sort of hal 
house between the t 
Windows, — of whi 
Microsoft also hopes to se 
about Im copies next veg 
provides an easy-to-use d 
terface very much Ш 
OS/2's and helps prograr 
to co-operate-—but 
not allow a computer to do 
many things at once. i 
Microsoft faces а har 
task getting the market | 
go along with its plan 
AT&T's Unix operating sy 
tem offers many of the same technical а 
vantages as OS/2. Some users think ^ 
dows is more trouble than it is worth. B 
even Microsoft's rivals accept the basic tec 
nical goals Microsoft is pursuing 
standardised user-interface which mak 
computers of all brands work more or 
alike; standardised interconnections t 
tween programs; and an operating sys 
that can do several things at once. The s 
is that progress in these directions will 
wipe out many of the advantages on w! 
big firms now rely to defend their етир 
Lotus's greatest competitive edge is t 
fact that 7m people already use its ti 
spreadsheet and have got used to its wa 
doing things. Because so many people are fa- 
miliar with it, companies keep buying more. 
So powerful is this drive for conformity th 
12-3 accounts for about two-thirds of th 
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sheets sold each year. But standard- 
user-interfaces will make it easier to get 
le to use new computer programs, an 
ardised interconnections between pro- 
will make it easier to swap data, too. 
is means that, just as companies switch to 
the new software they need to take advan- 
tage of their new operating systems, they will 
increasingly tempted to change brands, 
as well. 

. For big firms, keeping their technology 
up-to-date i is already hard. Lotus was about a 
year late in bringing out new versions of its 
spreadsheet, and Ashton-Tate's sales are 
sagging as it struggles to get the final bugs 
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out of the newest version of its database. As 
it becomes easier for customers to defect 
from the fold, each stumble will become in- 
creasingly costly. 

Even before the simpler point-and-click 
programs prevail, some big firms are chang- 
ing tack. Instead of trying to keep rivals 
from copying their proprietary way of doing 
things, they are encouraging them to do so. 
Instead of competing on style, they will com- 
pete on function. Lotus recently signed an 
agreement with WordPerfect that will help 
its word processor to work more closely with 
Lotus’s spreadsheet. A few years ago it 
might well have sued anyone who had tried 
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to do the same thing. 

Though such things make the most of 
big firms’ remaining strengths, they are also 
a boon for young upstarts, who get access to 
the giant’s established customer base. The 
big firms in return get some of the benefit of 
the newcomers’ innovations for free. But 
openness is risky. Co-operating with new- 
comers just encourages more to enter the 
market. So does buying them up. The indus- 
try's giants were all tiny and hungry them- 
selves less than a decade ago. One mistake, 
and even the biggest software firms could 
find a new pair of Reeboks underneath the 
boss’s desk. 
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Ai congestion 


Oh, for a slot 


I S enough to make you walk. Worldwide 
A air travel is forecast to double in the next 
. So airports, already clogged, will be- 
come still more congested, and weary pas- 
-sengers will face still longer delays. Building 
v airports and expanding existing ones is 
w, costly and often fraught with environ- 
3l outcry. Yet, as a recent study shows, 
e effective management of airports and 
Кок control systems could ease much 
of the strain. 

Ero congestion is made worse by 
ub” operations, which developed when 
А: \merica’s airline industry was deregulated 

1978. These have proved a boon to air- 
| By running routes out of a hub air- 
port, like spokes from a wheel, airlines have 
been able to funnel passengers from less 
busy services on to bigger aircraft on trunk 
routes. But hubbing has made America’s 
bigger airports look like obstacle courses to 
beleaguered passengers stranded by delays 

ог struggling through overcrowded termi- 
s. Airlines are now hubbing worldwide. 
| Some of the world’s big hub airports are 
str aini g to cope. More than a dozen of 

America's are deemed “officially” congested 

by the Federal Aviation Administration; an- 

other 34 are expected to be so by 2000. 

More than half of Europe’s passengers 
squeeze through 25 airports, many of which 
_ аге already congested. Only a few new air- 

ports are being built, including one in 

Osaka Bay in Japan, a new Hongkong air- 

port, one at Denver in America and another 

.at Munich in West Germany. But airlines 
аге reluctant to shift operations from their 

established hubs. 

Meanwhile the congestion gets worse. 

Some 30% of West European flights are de- 
layed by more than 15 minutes, up from 

1796 in 1987. In America almost 2096 of 
- flights by the 12 biggest carriers were over 
. 15 minutes late in September, compared 
. with 15% in the same month a year ago. 

The Geneva-based International Air 
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Transport Association (IATA) plans го call a 
special assembly to find ways to ease conges- 
tion in Europe, where it reckons the prob- 
lem is most acute. IATA has commissioned 
research from a Californian firm of consul- 
tants, SRI International. Its study could pro- 
vide some lessons to ease congestion in 
other parts of the world. Although the con- 
sultants are still at work, they have already 
drawn some stark conclusions: 

€ [n continental Europe the number of pas- 
sengers will rise sharply from 400m in 1990 
to more than | billion by 2010—far more 
than planned for by many airport authori- 
ties. SRI gives warning that the use of larger 
aircraft cannot be relied upon to handle 
most of the growth, as some airports in Eu- 
rope and America hope. 

e Rejigging route systems would provide 
some additional capacity. Airlines complain 
that present routings in Europe are indirect 
and inefficient and that more aircraft could 
be slotted into the sky. 

@ Standardising air-traffic-control systems, 
especially their computer software, would 
provide an immediate boost to capacity (see 
box). Europe has 22 national systems with 
more than 40 control centres to handle air 








Unblarney 


Wm a fleet of more than 800 air- 
craft worth $30 billion ordered 
since 1986, Mr Tony Ryan, the chairman 


of Ireland's GPA aircraft-leasing group, 
wants to make sure all his new jets will 








Where's the end of the queue? 


traffic. The least efficient centre sets the ca- 
pacity for aircraft flying across the system. 
Some airlines say a single pan-European air- 
traffic-control system would be most 
efficient. 

e Additional runway capacity will also be 
needed in Europe. sri reckons that over the 
next 20 years this could be provided by “= 


have room to land. He has offered to 
raise $2 billion to finance improvements 
to Europe's air-traffic-control systems to 
relieve overcrowding in the skies. 

Mr Ryan says GPA would be prepared 
to buy new equipment and then lease it 
to national authorities if they find it diffi- 
cult to raise the cash. He has also offered 
to help provide training and manage- 
ment. Mr Ryan is not full of blarney. He 
says that, at any given time in Europe, 
some 100 aircraft are either sitting on the 
ground waiting to take off or flying in cir- 
cles waiting to land. Another 100 are 
wandering along circuitous routes that 
may double the length of journeys. Such 
waste, says Mr Ryan, amounts to about 
8% of European airlines’ gross reve- 
nues—a staggering $4 billion annually. 
So far, Mr Ryan has no takers. 
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‘through its wholl ( 


“has merged with p 





^ ‘Squibb Corporation 
k form 


Bristol-Myers Squibb Company 





We acted as financial advisor to Bristol-Myers Company. 
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@ Profit before tax increased by 22% to £241m - 
an increase of £43m. 






© Trading profit increased by 51% to £264m - an 






























increase of £90m. 
@ Turnover exceeded £1 billion ~ an increase 
of 56%. 
@ Profit for the first six months is almost 2% 
times that for the whole financial year ended 
31st March, 1982 - the year of privatisation. 


CABLE AND WIRELESS 
INTERIM REPORT 





6 months 6 months % 
£m (unaudited results) to 30 Sepi to 30 Sept growth 
1988 1989 





Turnover (restated) 699 1089 56% 
Profit before taxation 198 241 22% 
Attributable profit 139 150 8% 
Earnings per share 13.2p 14.4p 9% 
Dividends per share 2.82p 3.10p 10% 





The Directors of Cabie and Wireless pic report the above un- 
audited results for the six months ended 30th September, 1989. 
_An interim dividend of 3.10p per ordinary share will be paid on 
28th February, 1990 to Shareholders on the Register at 21st 
December, 1989. Shareholders (otherthanthose with registered 
addresses in the U.S.A) will again be offered a scrip dividend 

“as an alternative to cash. 

on you have any enquiries as an investor, please call us on 
01-315 4455. 


Cable and Wireless plc 


. . THE WORLD TELEPHONE COMPANY. 








CABLE AND WIRELESS PLO MERCURY HOUSE, ТНЕОВА ОБ ROAD LO ONGONCIX BRS 











Acid gains 





Ab rain kills fish, damages forests 

and corrodes metal A primary 
source of acid rain is dirty power stations ` 
that pollute air with sulphur dioxide. Tra- 

. ditional regulation requires power sta- 
tions to reduce their sulphur emissions to 
some set limit. Until recently such limits 





out regard to the damage acid rain inflicts 
outside their own borders. When all coun- 
tries ignore the damage their pollution in- 
flicts on others, almost all lose out, espe | 
cially those unlucky enough to be down- 
wind of the worse polluters. 
‘An unpublished study by Mr 
Karl-Goran Maler of the Stock- 
holm School of Economics calcu- 
lates the damage each European 
country's sulphur inflicted on ev- 
ery other European country in 
1984. He estimates the volume of 
sulphur dumped on a country by 
its neighbours from a meteoro- 
logical computer model known as 
EMEP and then turns that into a 
cost by estimating the damage 
caused by each unit of sulphur. 
Mr Maler supposes that each 
country has already cut its sul- 
phur emissions to a point where 
further cuts would cost more than 
the domestic benefits of a cleaner 
environment. Such an assump- 
tion may be optimistic, but there 
is no better way to judge a coun- 
try s estimate of the environmental cost of 
sulphur emissions. At that point, the im- 
plicit cost of domestic environmental 
damage caused by a tonne of sulphur 
emission is equal to the cost to firms of 
reducing sulphur emission by an extra 
tonne. From this arithmetic, he is able to 
calculate the damage a tonne of sulphur 
“causes in each country. 

` Armed with an implicit environmental 
cost per tonne of sulphur, and the total 
sulphur imported from neighbouring 
countries, Mr Maler has calculated the an- 
nual costs to countries of their neigh- 

Бош” pollution. The big importers of 


countries like Russia and Poland, which 
are big polluters themselves, as well as 


France and Sweden. Britain is relatively 
immune to others' sulphur emissions. Pre- 
vailing winds blow towards continental 
Europe, protecting Britain from the emis- 
` sions of other countries. 





EEE 


If a country spends money on cleaning up its environment, some of the 
benefits go to other countries. The ch 


eapest way to curb pollution may 


be to take this into account, and bargain over the difference 





Mr Maler shows that if countries co- 


operated in their regulation they could re- 
duce these costs. How? Suppose there are 
have been set by most governments with- just two countries, Britain and Sweden, 
and that Sweden is down-wind of Britain 
and so imports half of British emissions, 
while Britain suffers only from its own pol- 


ution. Assume Britain suffers to the tune 


of DM100 from each tonne of home- 





grown sulphur emitted, and so sets stan- 
dards until the costs to power stations of 
reducing emissions by one additional 
tonne is more than DM100, Because it has 
many lakes and forests, Sweden puts a 
higher cost on the damage done by a 
tonne of sulphur—DM150, say—and so 
sets tougher rules than Britain. But Swe- 
den also suffers DM75 (the damage рег 
tonne times the proportion of British 
emissions received by Sweden) from each 
tonne of British sulphur. Thus the total 
(domestic and foreign) cost of British 
emissions is DM175. 


If Sweden acts rationally, it should 


other countries’ pollution turn out to be bribe Britain up to DM75 for every one- 
tonne reduction in sulphur. In return, the 
British government would tighten stan- 
cleaner countries such as West Germany, dards on domestic power stations until 
the cost to industry of reducing a tonne of 
pollution exceeded DM175. Such trading 
between governments would ensure that 
industries were regulated in accordance 
with both the domestic and foreign dam- 
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age of their sulphur emissions (rhe "eff 
cient solution" in the table), not just the 
domestic damage, as they are today. 

This supposes what most environment 
talists are loth to accept: that 
the right to pollute and the onus is on. 
Sweden to bribe it not-to do so. fx 
sume Sweden has the right not to b 
luted. The British government w 
have to bribe Sweden to permit pollu 
The arithmetic would work precisely 
same way, but in reverse. British emissic 
would end up equal to those when Brita 
had the right to pollute—except that Swe- 
den would receive a bribe, not pay one; 

If all countries traded together in this 
ideal manner, all would be better off (oth- 
erwise they would not trade). The distri 
bution of gains would depend on the 
countries’ bargaining skills, but the table 
shows that there would be gains of DM6, 3 
billion to divide between Euro- 
pean nations, Total European | 
emissions would fall by 39%, al | 
though each individual country’s 
reduction would vary enormously 
to reflect the different environ- 
mental costs of each country’s 
emissions. a 

Bribes may be distasteful, but. 
without them some countrié: 
would not participate in this 
scheme. As the table shows, Brit 
ain would lose DM336m if it par- 
ticipated and was not compen- | 
sated by bribes. The cost wo 
British businesses from cutting - 
back on emissions would exceed 
the environmental benefit from — 
other nations doing likewise. 

A uniform reduction in ей с: 
sions from every European Come 
munity nation (as is required by 
EC directives) would not bring the sam. 
benefits. Universal cuts do not adjust for 
the different environmental costs of emis 
sions. More countries are down-wind of 
Britain than of Sweden, so it would be 
sensible to reduce emissions in Britai 
more than in Sweden. Moreover, regula- 
tion in Sweden is already tough, while in 
Britain it ís lax; further reductions would: 
be much more costly for Swedish than 
British industry. 

In the real world all this may seem far: 
fetched. But bribes of a sort are alread 
taking place. Finland and West Germany 
already want to pay Eastern Europe to 
curb its pollution. In the absence of 
bribes, the losing countries under the “e 
ficient” scheme (Britain, Spain and Italy) 
could still reduce emissions by enough so 
they were no worse off with co-operation 
than without. If they did this, and other 
countries reduced their emissions, Europe | 
would still be better off than with no co- | 
operation, to the tune of DM5.9 billion. — 

























































































































































































































ficient use of existing airports—as long as 
rrent development plans are imple- 
nted. Even then some airports will re- 
Overstretched. Frankfurt is one. SRI 
the airport is already close to full capac- 
th limited room to expand. By 2010 de- 
id at Frankfurt could approach 600,000 
e-offs and landings a year while its capac- 
will be stuck at 325,000. 
. Not all airports are so constrained. Par- 
’s Charles de Gaulle airport should have 
pare capacity up until 2010. Barajas airport 
t Madrid could boost capacity from 30 
ake-offs and landings an hour to 50 by im- 
ving the skills of its underpaid and un- 
uipped air-traffic controllers. Other- 
se Madrid will need another runway or a 
airport by 2000. There are no firm 




















plans for either, 
Frankfurt, Madrid, Lon- 
don’s Heathrow and Gatwick 
and Milan’s Linate airport will 
be the most congested airports 
in Europe. Düsseldorf, Dublin, 
Stockholm, Athens, Geneva 
and Barcelona will be near to 
joining them but, like other 
airports, could shift light air- 
craft to other airfields and 
schedule more flights outside 
peak times. That might mean 
more night flights. Quieter air- 
craft might make that more 
environmentally acceptable. 

Even if the extra capacity 
can be found, passengers should seek to 
avoid delays by using different airports. SRI’s 
initial work confirms what many in the air- 
line industry fear: Europe’s busiest airports 
simply cannot expand fast enough to meet 
the growth. Many airports in other parts of 
world may not grow fast enough either. 
That will mean a shift towards greater use of 
secondary and regional airports. 

These will have to be made more attrac- 
tive, especially by faster rail and road links 
to nearby cities. Already in America, con- 
gestion is resulting in the growth of mini- 
hubs, like Phoenix, and new gateways for in- 
ternational services, like Cincinatti. In 
Europe some regional airports—even dreary 
Luton, just north of London—are waiting 
eagerly to expand. 


























, IIl hit one of 


OR the embattled Mr Alan Bond, No- 
vember 22nd was another grim day: 
Moody's, an American credit agency, down- 
raded around A$650m ($490m) worth of 
ebt issued by Bond Brewing from a low B3 
the still-lower САА; and the shares of 
ynd Corporation Holdings, the Australian 
ntrepreneur's chief company (of which he 
wns 6096), were suspended by the Austra- 
ian Stock Exchange because the group had 
nly photocopies of the company's latest an- 
- nual report to send to shareholders. 

Mr Bond is accustomed to shrugging off 
uch little local difficulties. They bear down 
arder on Mr Bond's creditors. Either they 
must continue to take the strain or, to bor- 
ow an Australian phrase, they must toss Mr 
Bond out like stale beer on a hot day. The 
full horror of Mr Bond's position has only 
ecome clear with the publication of Bond 
Corp's long-awaited annual report. Photo- 
'opied or not, the 108-page tome has hurt 
t Bond in two ways: first, it gives the finan- 
^al facts about his past; second, it raises 
oubts about his future. Yet still Mr Bond 


86 


and his creditors 
seem equally at each 
other's mercy. 

The financial dr 
make abysmal reading. 


Bond Corporation lost 
A$814m for the year end- 


ing June 30th; an Australian récord; its 












debts stood at A$8.2 billion, of which A$2.8 
billion are due to be repaid by June 1990. 
Since the date of the balance sheet, Mr 
Bond has proposed to sell Bond Brewing, 
the "amber lifeline” and the most profitable 
bit of Mr Bond's empire. He plans to put the 
brewing company into an estimated А$2.5 
billion joint venture with a New Zealand 
brewery, Lion Nathan. The deadline for this 
deal is February 28th. If the deal comes off 
and values Bond Brewing at more than A$2 
billion, it will be à coup for Mr Bond. 

Even more wounding to Mr Bond are 
various “uncertainties” listed by his compa- 
ny's auditors, Arthur Andersen: 

ө The auditors doubt Bond Corps's ability 
to recover А$615т in investments and 
loans to its loss-making American brewery, 
G Heileman. Well they might. Bond Corp 
puts an A$353m net asset value on 
Heileman, which ít bought for A$1.7 billion 
in October 1987. Given that the brewe 
has more than A$1 billion of external de... 
and A$260m of internal Bond Corp debt, 
that implies that Heileman is still worth 
close to its purchase price. Mr Terry Povey 
of ANZ McCaughan, a stockbroking firm, 
reckons that, even if Heilemann was debt- 
free, it would only be worth A$500m: sub- 
tract the debts, and on that reckoning mi- 
nus A$760m is a fair value. 
@ The auditors also raise similar doubts 
about the valuation of Bond Corp’s stake in 
Bond Media, which Mr 
Bond chose to value at 
A$414m, even 





Ü/ though the market value of his 


investment was A$68.2m. 
@ The auditors also note that Bond 
Corp has nor provided for the 
A$167m it may have to pay Western 
Australia's state insurance commis- 
sion.as part of a lengthy quarrel stem- 
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` ming from Bond Corp’s acquisition of Bell 
Group from Mr Robert Holmes 4 Court. 

So where does that leave Mr Bond’s in- 
somniac bankers? Details about which bank 
is owed what by which Bond Corp subsid- 
iary are harder to come by than printed 
copies of Bond Corp's annual report. The 
are probably the Hongkong 
nk (with perhaps A$1 billion 
, National Australia Bank and 
Charred Mr Bond has given a 
personal guatantee to an unspecified group 
lender, probably one of the aforementioned 
trio. Guesstimates put Bond Brewing’s ex- 
ternal debts at around A$1.6 billion, 
Heileman’s at A$1 billion and Bond Me- 
dia’s at A$700m. Mr Povey reckons that 
none of these companies is worth much 
more than their debts. 

Some of the banks may have an out if 
they decide to take it, because Bond Brewing 
has technically breached certain loan cove- 

в оп an A$880m line of credit. A de- 

ilt notice issued by Bond Brewing's banks 
would mean that the group's total borrow- 
ings become repayable almost immediately. 
But so far the banks have hung their fire. 
Why? Fortunately for Mr Bond, the bankers 
who have lent to Bond Brewing are the least 
likely to call in the debts because the brew- 
ing company is still profitable. Another ar- 
gument is that, if anyone can dig his way out 
of the present mess, it is Mr Bond, and not 
the banks. 

That at least is the case put by the big 
banks to the small ones. This league of good 
faith may not survive a big upset—for exam- 
ple if the brewery deal with Lion Nathan fell 
through. Western Australia’s state insur- 
ance commission has already signalled that, 
if it wins its court case against Bond, it will 
seek a liquidation to get its money. Any one 
of the smaller banks that have lent to Mr 
Bond, and which have less pride than their 
Мерет brethren, might do so too. 
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East-west countertrade 


A necessary evil 


REE markets are finally in vogue in East- 
ern Europe. But it will require more of 
the backroom trade deals so common in the 
bad old pre-perestroika days to help these 
countries join the world economy. Already 
accounting for at least a quarter of east-west 
trade, countertrade looks set to grow. 
Countertrade is an umbrella term for 
several sorts of trade, including barter. 
' Costly and inefficient, it is a second-best so- 
lution for both western companies and their 
trading partners in the East. Yet as more 
= and more enterprises іп the East try to en- 
^ gage in foreign trade, they have little choice 
but to stick with countertrade for as long as 
they remain desperately short of hard cur- 
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rency and their countries lack convertible 
currencies of their own. 

Countertrade comes in several guises: 
€ Counterpurchase. The most common 
type of countertrade, in which exporters 
agree to purchase a set amount of goods 
from a country whenever the country buys 
from them. 
€ Offset. A variation on the same theme: 
the seller guarantees to use goods and ser- 
vices from the buyer's country in the prod- 
uct he is selling. 
€ Buy-back. In these deals, exporters of 
capital goods like mining equipment agree 
to be repaid in the output produced by the 
machinery. 

ө Barter. A simple swap of one good for an- 
other. So simple that it is rarely used. 

ө Switch trading. A complicated form of 
barter, involving a chain of buyers and sell- 
ers in different markets. 

Least-liberalised Romania is Eastern Eu- 
rope's most enthusiastic countertrader. It 
has signed a $1 billion deal with Candu, a 
Canadian atomic-energy company, which 
has agreed to build a nuclear reactor in Ro- 
mania in return for railway wagons and coal. 
Countertrade is also popular in East Ger- 
many and is catching on in Russia. Some 
1096 of the Soviet Union's 800-odd joint 
ventures now use it as a means of payment. 

The Russians are also using sophisti- 
cated forms of barter to get their hands on 
consumer goods. In April, the Soviet Union 
and three western partners, including 
America's PepsiCo, signed a novel $1.5 bil- 
lion deal that involves exchanging ships 
built under contract in Soviet shipyards by a 
Soviet-Norwegian joint venture for Pepsi. In 
an earlier deal struck. in January, Russia 
agreed to swap $30-40m worth of vodka for 
coffee from Brazil; © 








































Not everyone has been bitten by 
countertrade bug. Both the Hungarian a 
Polish governments have tried to stam 
these deals as a sign of their determi 
to free up domestic markets. 
Countertrade can be а hideously co 
plex and risky business. First, barely o 
ten deals gets off the drawing board, eit 


outside Eastern Europe is difficult. Trad 
that are offered oil or other commodities 
payment run the risk that prices will g 
before they can sell it on. Another 
that now foreign-trade officials ате 
persed from Moscow and other car 
the industrial hinterlands, western coun 
traders are finding it frustratingly more 
cult to arrange deals. | 

Then there are the costs of c 
trade. As well as paying a commissi 
middlemen, companies exporting to C. 
con should include an extra margi 
sidy in the prices they quote. Айе 
may have to cut the prices of East Eu 
agricultural produce by up to 5% to sel 
and those of manufactured goods by a 
thing up to 25% because of their 
quality. Add to this the hidden cost 
ing a buyer and insurance to cover th 
of non-delivery, and countertrade beton 
an expensive way to do business. 

Nevertheless, there are enough de 
around to support a gaggle of bankers a 
other financial middlemen in both Vier 
and London. They have to be willing ta di 
in almost anything. One London coun 
trader says that the Russians have of 
him everything from mouse skins to sri 
venom in return for construction equip 


ment and books. 


















































a's oil exports 


ssing millions 


SHOULD орЕС make Russia an honorary 
J member? It ought to, because the 
world's biggest oil producer has this year 
Iped to save the cartel from a nasty fall in 
oil prices. 
Oil-market watchers have found 1989 a 
zzle. OPEC production has risen steadily 
through the year. It now stands at some 23m 
bartels a day (b/d), well over the cartel's self- 
posed 20.5m b/d quota and far more 
in- world oil markets ought to be able to 
rb, Yet the price of each barrel has hov- 
red around $1819, compared with the $15 
Host forecasters thought unrestrained 
output would produce. 

Conventional explanations ring hollow. 
mand has been buoyant: world con- 
tion, will rise by some 2% this year— 
growth is already slowing. Oil stocks, 
h six months ago looked merely ade- 
now look brimful. Production prob- 
іп the North Sea cut output there ear- 
this year, but those troubles are past. 
Russia could not be the culprit, could 
er all, Pravda recently said it was still 
ping a hefty 12.3m b/d, more or less as 


Pravda to tell, Russia's oil output is fall- 
: some experts reckon it is already as 
has 1.5m b/d below target, with most of 
e shortfall lopped off exports. Strikes, eth- 
c unrest, technical hitches and higher- 
an-expected domestic demand have all 
de this a rotten year. But Russia's prob- 
ems run deeper. Its massive investment in 
ergy production during the 1980s has yet 
рау off. Total energy investment during 
e first half of the 1980s absorbed 9096 of 
e total growth in Russia's industrial in- 
stment but produced a miserly 1396 in- 
ease in energy output. 

„Мг. Alexander Arbatov, an economist 
;Moscow's Academy of Sciences, puts the 
rent predicament more simply: much of 
ia's energy infrastructure is either 
Orly developed or worn out, he says. Bad 
% for a country which depends on oil 
gas for four-fifths of its hard-currency 
arnings. 

- Worse, those earnings may soon be hit 
lower oil prices as well as by falling out- 
t. If OPEC continues to pump oil as enthu- 
stically as it is now doing, even Russia's 
voluntary support may not be enough. On 
ovember 25th the cartel's oil ministers 
eet in Vienna to hammer out a new out- 
«quota agreement—one which, given the 
ansigence of Saudi Arabia, its biggest 
‘oducer, will probably result in even more 
C oil sloshing around world markets by 
early next year. And that, barring North Sea 
disasters, will set prices tumbling. 
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REVARICATION over patents has 

come back to haunt the Japanese 
electronics industry. In 1960, Texas In- 
struments filed with patent offices 
around the world a patent application 
for Mr Jack Kilby's discovery of how to 
lay out circuits on a single piece of sili- 
con. In most places, the patent sailed 
through, was cross-licensed to those who 
"wanted it, and has since expired. But in 
Japan bureaucratic stalling and legal 
challenges held up the patent claim until 
October 30th, when it was finally 
granted. While the lawyers argued, the 
Japanese electronics industry grew huge. 
Now it will have to pay for the delay. 

Though licenses—and the inevitable 
challenges—have yet to be negotiated, 
Texas Instruments' patent could give it a 
a cut on every integrated circuit made in 
Japan until 2001. The royalties could to- 
tal as much as $500m a year. T1 already 
gets over $100m-a-year from eight Japa- 
nese companies in royalties for ten pat- 
ents covering just memory chips. 
Though the firm is keeping mum about 














































| Merry Christmas, Mr Kilby 



















its intentions, it might also want new Jap- 
anese technology in return for its own 
25-year-old technology. 

Coming to terms with TI is not the 
only worry for Japan's electronic giants. 
They will also want to spare a thought for 
the signal which their government might 
be sending them. In their rush to mod- 
ernise, the Japanese have been borrow- 
ing all the technology they could lay their 
hands on. In semiconductors, Japanese 
firms took out: nearly 300 licenses from 
foreigners in 1987 (the last year for 
which figures are available); in computer 
products, over 1,000. - 1 

In this catch-as-catch-can technologi- 
cal race, some firms have not played en- 
tirely by the rules. Hitachi and Fujitsu 
have lost big copyright-infringement 
suits to IBM, and Corning Glass success- 
fully sued Sumitomo Electric for infring- | 
ing its optical fibre patents. America is 
telling its trading partners that they had 
better respect intellectual-property rules, 
or else. The Japanese government now 
seems to be passing the message along. 





















Gannett 





USA Today's tomorrow 


ARLINGTON, VIRGINIA 


Gannett became America’s largest newspaper os by snapping u 


sleepy local newspapers. But there are fewer an 
Aad Ü 


fewer such deals around. 


SA Today, the company's flagship, still does not make money 


OHN CURLEY, the newish chairman of 

Gannett, has a hard act to follow. For the 

past two decades his flamboyant predeces- 
sor, Mr Allen Neuharth, has been the most 
visionary newspaper publisher in America. 
He turned Gannett, an obscure chain of 
small-town newspapers, into a media giant 
by buying up dozens of local newspapers 
and moving the company into TV, radio and 
hoardings. He also launched USA Today, a 
national newspaper that has revolutionised 
much of American print journalism with its 
bold colours and short, snappy stories. 





Known for his practical jokes, expensive 
tastes and self-promotion, the 65-year-old 
Mr Neuharth retired as Gannett's chairm 
in April, but he remains a dab hand at 
tracting publicity. He is now touring Amer- 
ica to promote his book “Confessions of an 
S.O.B." which, among other gems, contains 
"uncensored" reports from his two ex-wives 
and sarcastic memos to subordinates. The 
P.T. Barnum of the newspaper industry, Mr 
Neuharth calls himself “a mix of monkey- 
shines and МасһћіауеШапіѕт”. 

Fifteen years Mr Neuharth's junior, the 
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Its been soaked, toasted, ~ 
smoked, combed, crunched, 
drowned, distilled and aged. 


But never blended. 


It takes a lot of work to turn the finest 
quality, fully ripe barley into The Glenlivet” 1 2-year 


old original single malt whisky. 

First, there’s the care in selecting the barley. 
It must be the best because the malt whisky from 
barley selected for The Glenlivet will remain pure. 
Unblended. 

And then there’s the peat. The aromatic, 
slow burning earth of the Scottish moors that dries 
the malt and instills its singular smokey flavour. 

Next, there’s the matter of the water. Not 
just any water will do. It can 
only come from a cool highland 
spring known as Josie's Well. 


We're not exactly sure why, 


GLENLIVET 


Scotland's first malt whisky. 


but there’s magic in that water. So we built our 
distillery a short walk from it. 

After twelve long winters and summers in 
oak casks it’s ready. 

Pure malt whisky. Single minded and true. 

We never blend it. And we suggest that 
neither should you. 


That way you'll be able to 







enjoy one of the truly great 
tastes in whisky just as it 


was meant to be enjoyed. 
د‎ 





"The Glenlivet and Glenlivet” are registered trademarks in the UK and other countrie 


_ New Put ished: 
International 
Accounting and 
Auditing Trends 





А comprehensive two-volume study (1,332 pages), 
cluding: 


_ International Auditing Trends 


5 . Analysis of the Global Network of the Offices of 
"International Accounting Firms 


_ * Global List and Analysis of 16,000 Clients 
| Audited by International Accounting Firms in 
46 Countries 


* How to Undertake Competitive Analysis Among 
International Accounting Firms: Issues 
and Answers 


« Analysis of Audit Fees in 9 Countries 


International Accounting Trends 
٠ Accounting Standards in Practice in 24 Countries 


e Trends in Financial Statements of Banks and 
insurance Companies in 22 Countries 


How to Analyze International Annual Reports: 
issues and Answers 


Sample Annual Reports for Multinational 
Corporations : 


Lexicon of 600 Accounting Terms in 8 
Languages with English Translation 


Send US... Copies of International Accounting 
and Auditing Trends at US $295.00 per copy (plus $10 
shipping in North America, $40 outside North America). 


D Check enclosed D Send an invoice 


Name 








Title/Department 


Firm 





Address 








City 


State Postal Code 





Country |... Phone 


Center for international 


Financial Analysis and Research, inc. 
601 Ewing Street, Princeton, New Jersey 08540 USA 


-.Phone: (609) 921-0910. Fax: (609) 921-0216 








BOROBUDUR Е 
INTER-CONTINENTAL 
Капа indonesia: 


INTER- CONTINENTAL 
CANCUN 
Cancun, Mexico 


LE GRAND HOTEL 
Paris, France 


INTER-CONTINENTAL 
MANILA 


Manila, Philippines 


MAUI 
INTER- CONTINENTAL 
WAILEA 
Maui, Hawaii 


INTER- CONTINENTAL 
MIAMI 
Miami, Florida 


INTER-CONTINENTAL 
NAIROBI 
Nairobi, Kenya 


INTER- CONTINENTAL 
NEW ORLEANS 


New Orleans, Louisiana 


INTER- CONTINENTAL 
PARIS 
Paris, France 








FOR THOSE WHO HAVE ACCESS TO 
THE FINER THINGS IN LIFE. 


Its where you gowhen you ve arrived 


FOR THE UNCOMPROMISING BUSINESS TRAVELLER 
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Two of the most spectacular new buildings in Britain 
owe their prominence to British Steel. 

There will be 25,000 tonnes of structural steel in the 
800 foot Canary Wharf Tower in London’s Docklands. 

And British Steel has been chosen to clad the Tower’s 
exterior, witha specially finished stainless-steel sheet. 

You’ll find our cladding on the Lloyd’s building, too 
(over 30,000 square metres of it), and on many other 
prestigious new buildings here and abroad. 


It’s not hard to see why. 


Ag+ + See aaa СРЕ 


££ Il. T ر یا ج‎ Si eS کہ‎ 


The added values of British Steel. Number three of a series. 


Architects everywhere are finding that today’s steels are 
more attractive — and stay more attractive — than certain 


other materials we could mention (see graph). 


~ = У 3 
CONCRETE EVIDENCE 


FOR BRITISH STEEL. 
: . Structural steel vs, all other construction 
for the new King Fahad Airport materials in multi-storey buildings 


in Dhahran, Saudi Arabia. 


We supplied most of the steel 


And thousands of tonnes of | "E 
| 
structural steel for the vast No. 1 | " | | | 


California Plaza Development | | | 





now being built in Los Angeles. 








Nor are our attractions limited 


E Steel (fez =} Other 


9% Market share by floor area 








to the construction industry. 

Take our prepainted Colorcoat sheet steel. You'll not 
only find it in buildings. It’s in cars as well; and in ‘white 
goods’ and ‘brown goods’ of all types and colours. 

Then there are our Durbar floor plates: with a raised 
pattern for maximum slip-resistance in places like factories 
and oil-rigs. 

By adding value to products like these, British Steel 
= 


TEN 
WE’ RE ADDING VALUE “> ر‎ 
AT BRITISH STEEL. 


walks tall all over the world. 
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: intense and reserved Mr Curley does not 
share his former boss's taste for theatric- 
ality. He gave up the lavish corporate suites 
in New York and Washington so beloved by 
Mr Neuharth. Wary with visitors, he talks 
most animatedly about down-to-earth issues 
like circulation or cost control. 

Whether an eye for such detail will be 
enough to keep Gannett growing is open to 
doubt. Under Mr Neuharth, Gannett's 
earnings grew for 16 consecutive years to 
reach $365m on sales of $3.3 billion in 1988. 
Despite this success, Mr Neuharth's legacy 
could prove a mixed blessing. Most of the 
company's growth has been due to Mr 
Neuharth’s clever purchases of sleepily man- 
aged, family-owned newspapers, which Gan- 
nett transformed into money-spinners with 
a bracing dose of professional management. 
No one questions the company's turn- 
around skills. Gannett has a reputation for 
~ithlessly pruning costs and producing 

i ged newspapers— most of them 
local monopolies—larded with inoffensive, 
mediocre journalism. 

But there are fewer family-owned news- 
papers left to buy. The few available com- 
mand sky-high prices. Local newspaper 
readership is declining while direct mail and 
cable television are eroding newspapers' 
share of local advertising. Leveraged buy- 
outs among retailers and more stores opting 
for "everyday low prices" rather than 
heavily promoted seasonal sales are also de- 
pressing local-newspaper ad revenues. 

More troubling, USA Today, Mr Neu- 

h's biggest venture and the company's 
bestknown product, has yet to make 
money. It looks unlikely ever to produce an 
adequate return on the estimated $450m in- 
vested in it. 

Mr Neuharth launched USA Today in 
1982 in the face of near-universal scepti- 
cism. Mr Curley was the paper's first editor. 
^ imed at a generation brought up on televi- 
_ on, the paper was the first to use elaborate 
colour illustrations and charts, most notably 
in its giant, multi-coloured weather map, 
later copied by both local and national 
newspapers across America. USA Today's 
short, breezy articles, pithy headlines and 
lists of brief news items have also led many 
other newspapers to go for terser prose and 

the way they present the news. Even 
the august Los Angeles Times launched a 
redesign in October, which many of the 
newspaper's reporters complain was mod- 
elled partly on USA Today's flashy layouts. 
The New York Times is rumoured to be 
preparing a new look too. 

Despite its influence, USA Today has 
met a barrage of criticism. Every section 
contains “USA snapshots”, coloured graphs 
of often trivial statistics. Its tone is numb- 
ingly upbeat. Large parts of the newspaper 
are devoted to covering television personal- 
ities, though USA Today carefully avoids 
the sex and scandal of Mr Rupert Mur- 
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doch's Sun, Britain's most popular newspa- 
per. Many stories hardly qualify as news. 
(One vintage headline read "Men, women: 
we're still different". Apolitical from birth, 
the paper's editorial page is still deter- 
minedly anodyne. Derided as intellectual 
junk food, the newspaper was quickly 
dubbed McPaper, a name cheerfully em- 
braced by Gannett executives. 

In fact, USA Today was a product bril- 
liantly designed for the millions of Ameri- 
cans drifting away from conventional news- 
papers. More a daily magazine than a news- 
paper, it has been a spectacular hit with 
readers. It now has an average daily paid cir- 





Oh my god, hold the front page 


culation of 1.7m (behind only The Wall 
Street Journal's 2m) and a readership of 
6.3m. "We're a better summary of what's 
going on every day than the New York 
Times," claims Mr Peter Prichard, USA 
Today's editor. “It only takes 25 minutes to 
read. If you then want to read a thirty-inch 
story on some specific topic, and most peo- 
ple don't, you can look it up in the Times." 

Although Mr Prichard makes sure his 
paper is written so that any 15-year old can 
understand it, USA Today's readers are an 
affluent and successful lot—3196 earn over 
$50,000 a year and 3796 are members of top 
and middle management, according to a re- 
cent independent survey. Ms Cathleen 
Black, the hard-driving publisher of the pa- 
per, has managed to overcome the smirks on 
Madison Avenue. USA Today regularly 


carries large ads for personal computers and 





luxury cars. This year its revenues are ex- 
pected to be over $325m. 

There is much góod news here, but not 
enough to offset the heavy costs of the pa- 
per's 430-strong editorial army or of print- 
ing and distributing the paper from 33 sites 
in America and three abroad. Mr Curley 
predicts the paper will lose $2m-4m this year 
but break into the black next year. In five 
years, he says, the paper could be — 
$80m. But with competition for national 
vertising growing ever more intense, many 
analysts think that is just a pipedream. 

USA Today has helped Gannett re- 
cruit staff, raised morale and made the com- 
pany known to millions of consum- 
ers. And yet Gannett now finds itself 
in the anomolous position of possess- 
ing one of America’s most successful 
new newspapers which is also a finan- 
cial white elephant. Mr Curley says 
that Gannett is a communications 
company, not just a newspaper pub- 
lisher, and will consider investing in 
any new area of information or enter- 
tainment that promises a good return 
within a “reasonable” time, which he 
defines as three to four years. On that 
criterion, USA Today would never 
have been launched. 

Gannett could yet recoup its in- 
vestment in USA Today, and prove 
its prowess outside newspapers 
(which still account for 78% of reve- 
nue) by exploiting USA Today's 
franchise with readers to develop new 
products. So far, though, its most no- 
table attempt to do that has not 
worked."USA Today on rv" has 
been an embarrassing flop which may 
be scrapped if it performs badly in the 
ratings “sweeps” this month. 

nett’s news service, televi- 


staffs already work together on big 
national stories. Some observers 
think that Gannett eventually will use 
USA Today's staff to produce na- 
tional news pages in Washington for its local 
newspapers. But cannibilising pages for 
Gannett's local papers would undermine 
the appeal of USA Today itself. In any case, 
USA Today may find its popularity with 


readers fading as more and more newspa 1 


pers adopt colour and mimic its more suc- 
cessful innovations. 

Ever the empire builder, Mr Neuharth 
tried to merge with CBS in 1985 and held ex- 
ploratory talks with Time long before Time 
merged this year with Warner. In contrast, 
Mr Curley wants to squeeze more profit out 
of Gannett's current properties and refuses 
to speculate about where the company goes 
next. "We're not going to come up with 
some grandiose scheme that is going to fall 
flat on its face," he declares. Mr Neuharth 
would never have said that. 
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Chargeurs S.A. 


through its wholly owned subsidiary 


Causse-Walon S. A s 


has acquired: > 


Abbey Hill Vehicle Services Limited 


from 


Scott’s Hospitality Inc. 


The undersigned initiated this transaction, acted as financial advisor to 
Chargeurs S.A. and Causse-Walon S.A. and assisted in the negotiations. 


Salomon Brothers International Limited 
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FINANCE 


NEW YORK 


ALL Street is living on borrowed 
time. Since the October 1987 crash 
securities trading has been depressed, retail 
investors have scurried out of stocks and the 
issue of new equity has been curtailed 
sharply. The American securities business 
has lost 35,000 of its 250,000 jobs. Another 
20,000 may have to go in the next six 
months if securities firms are not to dive 
into the red. 
In 1986 American securities firms made 
$5.5 billion in pre-tax profit—an after-tax 
. turn on capital of 1796; in 1988 they made 
.... 0.5 billion—a 6% return; they will proba- 
bly make less than $2 billion this year—a 
‘4% return. Next year? Who knows? But 
since mid-1989, when stock salesmen dis- 
covered, briefly; sufficient optimism to push 
securities firms' shares to highs, prices have 
fallen by 20%. | 
Since the 1987 crash most of the profit 
of investment banks has been made by 
around 596 of their employees. The rest 
. dave been free-wheeling. The post-crash 
.earnings bonanza was in merchant bank- 
ing—lending to and investing in leveraged 
‘buy-outs (LBOs). Firms can earn fees on such 
: deals that are up to six times those on con- 
ventional mergers. On a straight $1 billion 
merger, they could expect to earn $35m- 
40m; on a similar sized LBO, around $200m. 
The snag is that these deals are drying 
“up. LBO activity in the fourth quarter of this 
year is running at about $1.5 billion, com- 
;pared with $15 billion in October-Decem- 
Бет 1988. Business will be even slacker next 
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Out on the Street 


year. The LBO market is depressed for three 
reasons, none of which will fade fast. 

@ The economy is waning, and with it com- 
panies’ profits. With interest payments ab- 
sorbing 3196 of American firms' cash flow in 
mid-1989, investment banks have started to 
feel dyspeptic about deals they have already 
lent to or invested in. They are in no shape 
to swallow more leveraged deals. 

€ Commercial banks are more wary about 
financing LBOs. This month Mr Robert 
Clarke, the Comptroller of the Currency, 
warned that his office would look more 
closely at the banks’ LBO involvement. Com- 
mercial banks take much of the senior (ie, 
secured) debt in leveraged buy-outs. With- 
out them there could be no giant LBOs. 

€ America's $200 billion junk-bond market 
can no longer easily absorb the refinancings 
on which successful leveraged buy-outs 
hinge. [n merchant banking, the in- 
vestment bank gets back the money 
it lends only by selling junk bonds. 
This is now harder to do. 

LBO activity has been 
subsidising idle hands at the securi- 
ties houses—salesmen, traders, ana- 
lysts and administrators. Owners 
and big investors in the firms are 
now prodding their managers, who 
all too often are successful salesmen 
turned poor managers, to get rid of 
those not making money. 

Take Salomon Brothers, which 
is one-eighth owned by Mr Warren 
Buffet, an investor from Omaha in 




























Nebraska. He was bought in by Salom 
chairman, Mr John Gutfreund, in: 
ber 1987 in a successful attempt to 
senior management from the (for ther 
pleasant consequences of an attack by 
Ronald Perelman, a corporate raider. © 
For an investor who has not hesitate 
get rid of weak management elsewhere, 
Buffer had seemed remarkably tolera 
wards Salomon, but his patience hag” 
worn thin. Ata recent board meeting to 
cuss Salomon’s (actually quite good 
quarter earnings—mainly the result af 
cessful bets made on bond trading. 
Buffett told Mr Gutfreund in no unce 
terms that he wants to see a 15% returi 
equity in 1989.— full two percentage po 
above the likely outcome. This will 
sacking about 100 expensive (ie, seniot 
ple who contribute nothing, while at t 
same time paying survivors less. 
Each department has had its bonus po 






























ary to reach the target. Invest — ; bus 


y lose up to one-fifth of its 200 pro- 
essional staff. The firm has tried to beef 
p its investment-banking team, but with- 
ut the right sort of success. Revenues are 
р 50% this year, but the departmerit does 
make money. 
The chairman of American Express, Mr 
ames Robinson, is also concerned about re- 
urn on equity at his group's stockbroking 
rm. Amex owns 62% of Shearson Lehman 
lutton. Shearson has been a dog ever since 
judged $1 billion purchase of another 
; E.F. Hutton, two years ago. The re- 
roking business, where Shearson is 
lutton..was) strongest, remains de- 
3. Non-interest expenses in this firm 
800 employees are running at an an- 
al rate of $4.8 billion—which does not 
е much change out of its total revenue 
iet interest income of $4.9 billion. 
hearson has almost no capital. Its tan- 
ible equity (ie, excluding goodwill) is only 
70m or $2.70 per share, way below the 
'el of rivals. This, plus soft earnings, are 
ie main reasons that Moody's is reviewing 
earson's credit rating. A decision is ex- 
pected soon. 
‘Mr Robinson is miffed. He had said 


` kers will have their commission 





long ago that he wanted to reduce 
Amex's holding in Shearson to below 
5096 to remove the broker's enormous 


зд ә x : 
^X gearing from its parent's balance sheet. 


So he is pressing Shearson’s chairman, 
Mr Peter Cohen, just as Mr Buffet is 
pressing Salomon’s Mr Gutfreund. 

Mr Cohen has made a 
start by announcing that he E 
will cut 800 jobs and shake Nes 
up top management. “e 


Shearson’s 10,500 retail bro- 


rates cut in 1990 for the first time in 

15 years. All this makes sense. Shearson 
expanded too far too. fast and is desper- 
ately thin in senior management. However, 
self-salvation will come only if small inves- 
tors return to the stockmarket. Otherwise, 
help will have to come from a takeover. One 
buyer could be Japan’s Nippon Life. It al- 
ready owns 13% of Shearson, bought at the 
heady price of $39 per share. 

One Wall Street firm that sacked hardly 
anyone after October 1987 (and even hired 
during 1988) is the privately-owned Drexel 
Burnham Lambert. Now it is getting rid of 
people fast and furiously. It says it will dis- 
miss 300 of its 5,600 employees. It has al- 
ready fired 170, mostly from its fixed-in- 
come and junk-bond departments. The plan 







is to cut thë num eme 
ployees at Drexel's Beverly 
Hills junk office by 2096 i 
next spring. Earlier this 
year, Drexel sold of its re- 
tail business, reducing its 
workforce by 2,300. Because 
these are bad times for retail 
broking, many branches 
were virtually given away for 
the cost of the lease. 


And now the good news 

There are two publicly 

quoted Wall. Street firms 

that continue to report 
good returns оп equity and have so far 
avoided lay-offs—Bear Stearns and Morgan 

` Stanley. Both adhere to some basic manage- 
ment disciplines too often ignored on. Wall 
Street, such as never paying more thàn 5096 
of revenue in salaries and bonuses. It hard’ 
seems a coincidence either that Be: 
Stearns's employees own around 4096 of 
their firm's equity. and Morgan. Stanley's 
7096. Bear Stearns, which shuns profitable 
but risky investment banking, made an 1896 
return on equity in its last financial year, to 
June 30th; Morgan Stanley scored 3296 in 
1988 and should make 2696 this year. 











Shrinking to fit 


NTIL the middle of last month, 
when an evil genie shook equity mar- 
kets around the world, the City of Lon- 
don's securities industry looked as though 
it just might be recovering from the twin 
blows of the October 1987 stockmarket 
crash and a bitter price war in British eq- 
uities at the close of last year. No chance. 
Since October's mini-crash turnover in 
British equities has again dropped alarm- 
ingly. The recent closure of the British eq- 
шгу operations of the antipodean ANZ 
Bank and the Canadian Imperial Bank of 
ommerce, with à total loss of about 250 
bs, looks like the start of the second 
great City shake-out. 

Investors took the best part of this year 
to revive their love for equities. In the 
third quarter of 1989 average daily turn- 
over in British and Irish shares on the In- 
ternational Stock Exchange (ISE) was, at 
£1 billion ($1.6 billion), nearly 50% up on 
the corresponding period a year earlier. 
The October 13th mini-crash—and a 
spate of worsening news about the British 
économy—has scared investors away once 
< more. Average daily turnover has 
slumped to £775m so far in November. 
That is dire news for stockbrokers. In 
> the first nine months of 1989 commis- 
sions earned by ISE firms dealing in British 


































equities were running at an annual 
£650m-odd. Meanwhile, estimated total 
costs for all British equity operations are 
currently close to £1 billion a year. 

Staff account for the biggest slug of 
those costs, so managers find them the 
easiest to cut. The table shows how 
many firms have already shrunk 
their British businesses. Most of 
the cuts have come from equity op- 
erations and their armies of sup- 
port staff. Employment in the 
City's securities industry has fallen 
from 40,000 at its pre-crash peak to 
about 35,000. 


nounced half-year pretax profit of 
£102.5m, more than double the figure a 
year earlier. Of those earnings, one-quar- 
ter came from arranging the £2 billion le- 
veraged buy-out of Gateway, a chain of su- 
permarkets. With interest rates in Britain 
at a crippling 1596, the quality of earnings 
from those kind of deals must now be in 
doubt. | 











The overall number of market- 
makers in British equities has 








barely fallen since Big Bang in Oc- 
tober 1986, from 33 to 29: new en- 





trants (eg, Société Générale Strauss 





Turnbull) have taken the place of 





the faint-hearted. To earn a decent 





2096-plus return on equity, the staff 





and capital employed in the trading 





of British equities will each need to 
fall by about one-third. 





Some investment banks have 





covered the poor performance of 
their securities operations with 
profits from cotporate finance. On 
November 21st S.G. Warburg an- 
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Financial blues 


brighten up 





T went wrong for investors? 

—'M V For banks, the 1980s should have 

‘Been a bonanza. Over the past ten years 

—companies and individuals in America 

` ahd Britain have gone heavily and expen- 
sively into debt. Investment and commer- 

` cial banks’ securities arms have wallowed 
‘inthe longest bullmarket since the second 
world war. For their insurance affiliates, 
booming stockmarkets increased invest- 
ment profits while a wealthier world 
bought more of their products. 

Yet, as the chart shows, few financial 
shares around the world have kept up 

"with their local stockmarket index. In 
Britain and America the profit banks 
made from domestic business has been 
swallowed up by losses on their interna- 
tional operations, notably lending to 
Latin American governments. 

Banks' share prices were depressed fur- 
ther by tapping the stockmarket for fresh 
equity. With the exception of Lloyds, Brit- 
ish banks have launched rights issues 
worth £3.7 billion ($6 billion) since 1984. 
American banks, such as Chemical Bank 

` and Chase Manhattan, have also started 
to issue fresh equity. 

Japanese banks, too, have been raising 
capital. In the past two years they have 
raised around ¥10 trillion ($75.7 billion) 
from the ‘stockmarket, according to WI 
Carr, a firm of stockbrokers. However, it 
is an old Japanese tradition to ramp the 
share prices of banks ahead of rights is- 
sues—which is why bank shares surged far 
ahead of the rest of the Tokyo stockmark- 
et two years ago. 

A big difficulty for banks in Britain 
and America has been their management. 
Too often senior executives have fa- 
voured bigness for bigness's sake, rather 

. than delivering steadily increasing earn- 
ings to shareholders. The few banks that 

;; have been run with shareholders in mind 

` ‘stand out. In Britain, Lloyds, which all but 
avoided the costly mistake of plunging 
into the securities. markets, is the only 
British bank whose shares now trade at a 

"premium to net asset value. 

There is just one bank of comparable 
size that has beaten Lloyds's 2696 annual 
total return to shareholders (ie, dividends 
plus capital gains) over the past five years: 
Wells Fargo, based in San Francisco. Its 
shares now trade at 16896 of book value: 
those.of more ambitious money-centre 
banks, such as Citicorp and Bankers 
Trust, sell at around book value. 











Shares i in commercial and investment banks have been dismal invest- 
ments in the 1980s. Only insurance-company stocks are likely to 





Now that the world economy seems to 
be slowing and debt might become harder 
for borrowers to service, banks look less 
attractive investments. In Japan, which is 
looking forward to 4-596 growth in GDP 
next year, the commercial banks seem 
likely to miss out. Deregulation is raising 
the cost of their funds. Four years ago Jap- 





anese depositors needed ¥50m ($250,000) 
to get a rate of interest close to money- 
market rates; from next April they can get 
what amounts to a money-market interest 
rate on Yl m ($7,000). 

Japanese banks are also being squeezed 
because few companies want to borrow 
now at Japan's (comparatively) high inter- 
est rates when they can either issue equity 
in Tokyo and pay negligible dividends or 
issue equity-warrant bonds in the Euro- 
bond market, which cost them around 
1% net a year. 

There is another reason that the share 
prices of Japan's national commercial 
banks may be in for a knock: from No- 
vember 24th such banks will have to show 
how much of their profit comes from tra- 
ditional banking and how much from 
playing the equity and bond markets. Mr 
Phil Heaton, an analyst at WI Carr, esti- 
mates that less than 5096 of their profit is 
earned from traditional banking. The er- 
ratic quality of such earnings may frighten 
off investors. 


The shares of American and British 














































banks are barely more attractive. Ame 
can bank shares trade at between six ài 
eight times next year's expected earnings 
(most other American shares sell on mul- 


agers are EA to run he эй 
shareholders’ interests. Loan 
rising and credit demand is slackenic 
The story is similar in Britain. Bri 
banks are as lowly rated as Amen 
ones, and their business also seems 
have peaked. Their only advantage is that 
they are strongly capitalised and mise 
with their dividends. In a recession th 
might be able to cope with a surge in had 
debts, yet increase dividends faster than 
other companies. 
Compared with investment and mer 
chant banks and stockbroking firms, come 
mercial banks are in clover. In America 
stockbroking shares have fallen by almost 
10% since July. So far this year they have 
risen by only half as much as the Dow 
Jones industrial average. Stockmarket 
turnover, which generates commissions 
and takeovers, which produce enormous. 
fees for investment banks, have dwindled. 
Britain's merchant banks had an 
equally dismal time (for similar reasons 
until Morgan Grenfell, a scaled-back cor- 
porate-finance and fund-management o 
eration, swam into the sights of Indosuez, 
a French insurance and banking group. 
Other merchant banks suddenly became 
takeover targets. Even 5.0. Warburg, 
far the best managed and most profitable 
merchant bank in London, has do 
worse than the rest of the stockmarket. 
In Japan the big four securities comi 
nies have lost market share in their hu 
tive domestic market where fixed commis- 
sions of between 0.595 and 196 are still 
anachronistically levied on share and 
bond trades. The securities houses are 
lobbying hard to maintain this privilege 
while they try to put some muscle on thi 
mostly feeble international operations. 
By far the most attractive. financial 
companies are insurers. In Japan both | 
and general insurers should see their prof 
its grow by between 10% and 15% next 
year. By increasing their international i 
vestments they should also be able to ride 
out any stockmarket fall in Tokyo. 
Prospects for American and British ine 
surers look equally bright. Insurance rat 
in America are rising, which should’o 
any financial damage that earthqua 
and hurricanes have caused. British ingur- 
ance companies look undervalued. Life — 
companies trade at a discount to net assets 
of around 20% and general insurers at an. 
even bigger discount. Already foreigners 
are sniffing around, hoping to buy same: 
thing on the cheap. 
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Job losses at TSB Group 


The sacking bank 


n RITAIN'S тѕв sells itself as the bank 
A which likes to say “уез” to its custom- 
ers. On November 21st it said “по” to 3,000 
people on its staff. It told them they would 
be sacked during the coming year. 
— TSB is the country's seventh-largest 
bank. It was the Trustee Savings Bank until 
‘its flotation in 1986 and is trying hard to 
ake off a reputation as a stodgy and plebe- 
jan clearer. Last summer it undertook a 
"strategic review”. This has concluded that 
in addition to the 3,000 people to be sacked 
next year, 2,000 more will have to be shed 
from the retail-banking arm over the next 
С The cuts will still leave TSB's retail-bank- 
‘ing network with a staff of 24,000. That is 
12,000 too many. TSB’s problem is its cost- 
to-income ratio, currently 74%. Three of 
Britain’s clearing banks—the National 
Westminster, Barclays and Lloyds—have 
‘cost-to-income ratios of 60-65%. Even the 
















- to the low 60s within three years. This, it 
assumes, will make it competitive in the 
E 990s. But that depends upon TSB's compet- 
- jtors standing still: they are not. 
` To its rivals, тѕв'ѕ brand new ideas are 
old hat. Earlier this year Midland said it was 
cutting its staff by about 2,000. Last month 
Barclays announced it was trimming its pay- 
roll by 2,500 over the next few years. In Sep- 
tember the Nationwide Anglia, Britain's sec- 
-ond4argest building society, said it would 
close 150 branches and shed 400 jobs. Like 
the TSB, most of its competitors plan to 
transfer account-processing out of their 
branches. 
Nor will the TSB's measures have much 
impact for at least the next year. TSB expects 
to save £65m ($102m) a year from the job 
‘cuts, and a further £10m a year from moving 
its retail bank's head-office out of London. 
Transferring account- and cheque-process- 
ing from its myriad branches to regional 
centres and shifting mortgage-processing to 
Scotland will save an extra few million 
pounds. Yet relocation and redundancy 
- costs will add up to at least £15m. 

TSB has much to do—and fast—if it is to 
keep its independence after restrictions on 
shareholdings are relaxed in October 1991. 
The bank has some enviable virtues. In par- 
ticular, it has well-bolstered capital ratios 
and has not lent a cent to dodgy third-world 
debtors. However, if it is to avoid unwel- 

соте advances, TSB should remember that 
- there are two sides to the cost-income equa- 
tion. It is cutting costs; now it must boost 


ings. 
. The bank badly needs to manage its аѕ- 
sets better. It has a clutch of worthy busi- 
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Driven out 


nesses, such as Hill Samuel, its merchant- 
banking subsidiary, United Dominion 
Trust, a consumer-finance subsidiary, Swan 
National, a vehicle-rental business, and an 
insurance business. There ought to be huge 
scope for selling each other’s products. Yet, 
though three out of four of TSB’s retail- 
banking customers have home insurance, 
only one in 12 of those buys through the 
bank. Similarly, one in three of the bank’s 
customers has a mortgage; but only one in 
25 of these is a TSB one. 

More than anything, the bank still lacks 
a clear strategy. Mr Don McCrickard, its 
chief executive, has a vision of the bank's 
being the leading financial retailer in Brit- 
ain. But what TSB is measuring itself against 
is still unclear. Mr Peter Ellwood, the chief 
executive of TSB's retail operations, de- 
scribes the latest changes as a blueprint for 
the future. Even after having had six 
months to work on them, he stresses that 
they are not a detailed plan. That does not 
augur well for the corporate-banking review 
which is now under way. 
n 




















Bringing the house 


T IS not only Britain's financial industry 

that is in deep trouble. So too is its hous- 
ing market. Turnover is running at less than 
half last year's level and house prices are 
down in some regions by 2096. This is hurt- 
ing estate agents and provincial lawyers, 
most of whom rely on property conveyanc- 
ing for the bulk of their fees. 

According to PA Consultants, in the 
boom years of 1987 and 1988 estate agents 
earned £4 billion ($6.2 billion) in commis- 
sion on the sale of 4m homes worth £200 
billion. Now the estate agencies are racking 
up losses, their owners are rethinking 
strategy. 

The market’s collapse comes at an awk- 
ward time for the building societies and in- 
surance companies that spent £2 bill 
buying chains of estate agents in 1986 < 
1987. Some cost up to 20 times annual earn- 
ings, or £300,000 a branch. The buyers 
spent more on re-equipping and refurbish- 
ing the offices. None has seen a return on its 
investment. Most would need turnover to 
rise by at least 15% to break even. 

Some firms may not wait for the re- 
bound. The Prudential insurance company 
spent £250m to build up Britain’s largest 
chain of estate-agents (850 branches). On 
November 17th its managing director re- 
signed after a firm of management consul- 
tants was called in to review the business. 
The Pru’s estate agents lost £24.7m in the 
first six months of the year; despite closing 
100 branches and cutting staff by 10% to 
4,500, the chain is likely to lose £60m in the 
full year. Next year also looks gloomy. 

Interest rates need to fall from their 
present 15% to get the housing market mov- 
ing again. The difficulty for the owners of 
estate-agency chains is the time it will tak 
recover such losses. During 1987 the P 
estate agents sold 65,000 houses and turned 
over £4.5 billion but made a pre-tax profit 
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of only £4.7m. The following year its agents 
sold 88,000 houses worth £6.5 billion, and 
made £17.2m pre-tax. 

Most of the buyers of estate agents 
hoped that they would be able to sell their 
own traditional products—mortgages or in- 
surance—after the Big Bang in retail fi- 
nance. One way out of their difficulties 
would be to share their estate agents with a 
rival that provided a complementary set of 
financial services. Thus a lender such as a 
building society could share with an insurer. 
Most banks and building societies already 
have links with insurance companies for sell- 
ing non-mortgage financial products. But 
admitting mistakes and co-operating with ri- 
©!- 55 anathema to financial firms. 

here is no such option available to law- 
yers, who earned maybe £2 billion from 
conveyancing in 1987-88. Many have been 
laying off staff. Hardest hit have been those 
practices in the south-east of England and 
East Anglia. Others have simply closed 
down regional offices. These include a City 
law firm, Woodham Smith, which is strong 
in commercial property. It recently put up 
the shutters at its Ipswich office because of 
East Anglia’s property slump. 
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Mismanaging corporate property 


Bricks and oughta 


TICK to what you know best, proclaim 

management gurus. When it comes to 
managing their own property, companies 
take such advice to heart: because they are 
not in the property business, they don’t do 
it. Never mind that prop- 
erty accounts for one-third 
of the assets of a typical 
British or American com- 
pany, nor that, for many, it 
is their single most valuable 
asset. 

Two surveys of Ameri- 
ca’s and Britain’s largest 
businesses and public-sec- 
tor agencies show how deep 
that mismanagement 15. 
One survey, conducted by 
the Massachussetts Insti- 
tute of Technology, was re- 
leased in 1987; the other, 
by Reading University for 
the Royal Institution of 
Chartered Surveyors, is not 
yet published. 

In Britain 30%, and in 
America 25%, of the com- 
panies surveyed do not 
keep full inventories of 
their property holdings; 
they do not know where 
their property is, what taxes they pay on it, 
how large is its floor space, nor who the oc- 
cupants are. Half the British organisations, 
and two-thirds of the American ones, have 
no property-management information sys- 
tems. So typically they do not know the run- 
ning costs of a building, its market value, the 
annual repair cost, nor its alternative uses. 

The lack of decent information reflects 
the failure of many companies to under- 
stand what their property could be worth. 
Too often they manage property on the ba- 
sis of what is most convenient for the firm, 
which usually means staying put, instead of 
looking for cost-savings or investment po- 
tential. In Britain 70% of businesses (in 
America 58%) consider their working needs 
the most important criteria for property de- 
cisions; only 35% of American firms consid- 
ered cost as the key concern, and 32% profit 
potential; in Britain just 12% were most 
conscious of cost, and 16% of profit. 

Such priorities hinder the valuation of a 
business. Over half the British outfits sur- 
veyed did not charge their departments in- 
ternal rents for use of property owned by the 
organisation. In America three-quarters of 
the responding companies did not charge a 
fair market rent. Unless they do so, busi- 
nesses may well use too much space or end 
up in locations that are too chic—though 
for some businesses there is a considerable 





The shop may be cheap, too 


intangible value in a good address. Either 
way, firms could be (and often are) less valu- 
able than the assets they sit on. 

The authors of both studies criticise the 
day-to-day management of property. Prop- 
erty needs usually have to 
be planned five or more 
years in advance, but that 
rarely happens. Half the 
British organisations did 
not think more than five 
years ahead, neither did 
one-fifth of American com- 
panies, The property de- 
partment frequently does 
not know the strategy of the 
main business, and so can- 
not plan for it; instead 
property men react when it 
is too late to make any cost 
savings. 

One explanation for 
this mismanagement is that 
property chiefs are rarely at 
the top of a company's 
pecking order. Only two of 
the firms that responded to 
the Reading University 
study said that they had put 
their property manager on 
the board. More often, 
heads of property in British companies are 
found in the third or fourth tier of the man- 
agement hierarchy, and are lucky if chey get 
to report to the finance director. In America 
only a quarter of the senior property execu- 
tives are directors or presidents; the rest are 
vice-presidents, managers or below. 

Boards are thus often unaware of the 
impact property should have on daily deci- 
sions. The property division itself is usually 
run more effectively when the executive re- 
sponsible for it is given a high rank in the 
organisation. Then it is more likely to havea 
management-information system, and to be 
evaluated as an independent asset within 
the company. 

As the threat of takeover concentrates 
business minds, some of this is changing. In 
America large blue-chip firms such as IBM 
and AT&T have set up joint ventures with 
professional developers to improve the man- 
agement of their property assets. In Britain 
retailing firms, such as banks and stores 
groups like Woolworth, Tesco and Dixons, 
are becoming more aware of the need to 
manage their property as a separate profit 
centre. Manufacturing groups are starting to 
catch on to the idea too. British Aerospace 
has acquired a separate company to manage 
its property. Until others follow its lead, the 
takeover boom has life in it yet. 

a 
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Japan halts budget-deficit bonds 


Now for the buy-backs 


TOKYO 


S IN Thatcherite Britain, the parsimoni- 
ous holders of the government's purse- 
strings in Japan have been relentless in purg- 
ing the country of its bad public-borrowing 
habits. It looks now as though the Ministry 
of Finance's "iron fiscal guidelines"—for 
the government to stop issuing deficit-cover- 
ing bonds by 1990— will be met a year ear- 
lier than planned. Thanks to more tax reve- 
nue than expected, the government will not 
need the net Y1.3 trillion ($9.3 billion) of 
deficit-financing bonds written into this 
year’s budget—the first time in 14 years that 
the government has not needed to borrow 
to finance its main budget. 

Even the Bank of Japan’s move into the 
secondary market to become the largest pur- 
chaser of government bonds (more 
than ¥900 billion-worth in the first 
six months of this year) reminds 
many of Thatcherite Britain. After 
years of borrowing, the British gov- 
ernment had its first reverse auc- 
tion last January, buying back some 
£500m ($890m) of gilts—and it has 
retrieved a further £7.4 billion 
since. 

The signs for Japan’s budget 
deficit were beginning to bode well 
towards the end of 1988. For the 
first time since the Japanese gov- 
ernment started issuing deficit-cov- 
ering bonds in 1975, its net bor- 
rowing fell below ¥1 trillion. That 
was one-third less than the finance 
ministry had originally thought 
necessary. Conservative estimates 
of the country’s economic growth 
have delivered pleasant surprises 
with each upward revision of the GNP fig- 
ures. This year, for instance, the official view 
is that GNP will grow by no more than 4%, 
when practically every private forecaster is 
quoting nearly 5%. Civil servants sheepishly 
admit that taxes will be bringing in ¥3 tril- 
lion more than they had planned for the 
year ending March 1990. 

Actually, the surplus is likely to be even 
larger. Aware of Japan's customary tax-fid- 
dlers, the finance ministry had expected 
only half of all the companies liable for the 
new 3% consumption (ie, value-added) tax 
to have coughed up after even six months. 
In fact, there has been almost 100% compli- 
ance, which is thought to have chipped in 
an extra ¥700 billion or so. 

With its zero-issuing target in sight, the 
Financial System Council, an advisory panel 
that reports to the finance minister, has 
been working out the fiscal-management 
goals for the years after 1990. The task then 
will be to start trimming the debt-servicing 
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burden caused by the ¥160 trillion-worth of 
government bonds that were issued in previ- 
ous years. The council wants to develop a set 
of guidelines to keep the budget-spenders in 
check. But what should they be? 

In the past the finance ministry has kept 
a beady eye on what it calls the real bond- 
dependence ratio—ie, the amount of bonds 
issued in any one year as a percentage of the 
general-account budget. Before the oil shock 
in 1973-74, about 11% of the budget was fi- 
nanced by issuing government bonds. The 
debt that was floated at the time was limited 
to construction bonds (ie, tied to public-sec- 
tor investment). That all changed when tax 
revenue collapsed in the wake of the oil 
shock. That was when the government first 
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Bank of Japan heads for the secondary market 


started floating its deficit-financing bonds. 
The government also poured barrowloads 
of cash from the sale of construction bonds 
into public works to shore up the shaky 
economy. As a result, Japan's bond-depen- 
dence ratio had leapt to 2596 by 1975 and 
then just went up and up. By 1979 bond is- 
sues amounted to 3596 of the budget. 

That was when the finance ministry fi- 
nally called a halt to the government's 
spending binge. Since the early 1980s “ad- 
ministrative reform” has been the catch- 
word in Japan for cutting the size of govern- 
ment, selling off public assets, and imposing 
strict spending limits on the various minis- 
tries. Such remorseless cost-cutting has paid 
off. This year Japan’s bond-dependence ra- 
tio will be back—just like the good old 
days—to around 11%. Meanwhile, the defi- 
cit-covering bonds (as a percentage of the 
general account) will have fallen from a high 
of over 22% a decade ago to zero. 

Three cheers? Not quite. Japan is still in 





hock in a way that makes America look al- 
most like a model of rectitude. Of the five 
leading industrial countries, Japan has the 
highest ratio of long-term government debt 
to GNP, estimated to be 49% this year. Inter- 
est payments are a more crippling bill for Ja- 
pan than they are for any other Gs country. 

Making matters worse, Japan's fiscal re- 
habilitators have been cheating and storing 
up problems for their successors in the years 
ahead. They have been making “hidden 
borrowings” by deferring payments on a va- 
riety of items that should have been met by 
law or for reasons of prudent financial prac- 
tice. In a none-too-flattering critique of Ja- 
pan’s fiscal rehabilitation policy, economists 
at Mitsubishi Bank accuse the government 
of deferring nearly ¥27 trillion-worth of pay- 
ments of various sorts. 

“The largest item—amounting to ¥15.6 
trillion—has been the failure to make man- 
dated payments into the Debt Consolid 
tion Fund," say the Mitsubishi researche: 
By law, the government is sup- 
posed to transfer a sum equal to 
one-sixtieth of its outstanding debt 
to the fund each year. No transfers 
have been made since 1982. The 
government has also taken ¥5.8 
trillion from the Trust Fund Bu- 
reau that allocates revenue to local 
authorities, and deferred payments 
to various housing, health and so- 
cial-security funds. 

Little wonder that the finance 
ministry's advisory bodies have 
been burning the midnight oil. 
With the government being forced 
to make concessions on the unpop- 
ular 3% consumption tax, some- 
thing like ¥1.5 trillion of addi- 
tional revenue will have to be 
found next year if food and other 
items are to be exempted. The Fi- 
nancial System Council fears tl 
such moves could lead to runaway put 
spending by the governing Liberal Demo- 
crats as they seek to buy back the support 
they lost during the Recruit bribes-for-fa- 
vours scandal. 

The council wants a set of fiscal rules 
that would keep the government on the 
straight and narrow. It would like to see the 
spending agencies stick to strict criteria 
based on the amount of outstanding bonds 
as a percentage of GNP, and the ratio of the 
budget for bond: redemption to the total 
budget. No one has yet said how big (or 
small) those ratios should be. But another 
group of advisers has poured scorn on these 
proposals, saying such criteria would merely 
yo-yo from one year to the next—and be 
next to useless as a guide for public spend- 
ing. Better, they say, to have an annual fall- 
ing target for the amount of outstanding 
government bonds. Mrs Thatcher would 
certainly approve. 
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Lombard 
the British Bank 


with a history of 
making money 
grow 
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Victory is measured in seconds. That’s why, 
every year, more winners are relying on 
high tech materials from Amoco Chemicals. 

Chosen for its high compression strength, 
corrosion resistance and natural lubricity, 
lightweight Torlon® plastic is being used exten- 
sively for roller and ball bearings on almost 
everything that turns on this boat, including 
underwater rudder bearings. 

Sailor's shoes are also being made with 
Amoco Chemicals' Condesa" Collection of 
10096 polypropylene fabrics. The strong, 
lightweight material is uniquely adept at trans- 
mitting moisture. 

Even Kevlar* sail material takes advantage 
of Amoco* isophthalic acid (IPA). 

Amoco Chemicals supplies IPA directly and 
through licensees and joint ventures. Other 
Amoco materials used in the boating industry 
include purified terephthalic acid for producing 
polyester, trimellitic anhydride for vinyl plasti- 
cizers, and polypropylene fabrics. 

Victory takes hard work and dedication. 
These same qualities keep Amoco at the fore 
front of the chemical industry. 

For more information on Amocos activities 
in Asia, write Amoco Chemicals Far East Limited 
16th Floor, Great Eagle Centre, 23 Harbour Road 
Hong Kong; Telephone: 5-83228899, 

Telex: 75457 AMOCO HX; Fax: 5-8381810. 


Amoco Chemicals 


“Kevlar is a registered trademark of DuPont 
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WestLB belongs at 
the top of your 
shortlist for corpo- 
rate business. 


20 years of expe- 
rience in Corporate 
Finance, the solidity 
of a state bank and 


the leading role 
played by WestLB. 
On this sound foun- 
dation, WestLB suc- 
cessfully combines 
classical products 
with innovative 
solutions, applying 
the right mix of 


state-of-the-art tech- 
nology and personal 
creativity. 

That's why WestLB 
rightfully belongs at 
the top of your short- 
list - from Corporate 
Finance and In- 
vestment Banking to 





Treasury. And in a 
global network 
stretching from 
Düsseldorf to New 
York and from Tokyo 
to London, WestLB 
is perfectly at home 
where you are: in in- 
ternational finance. 


Introducing the German bank that is at home in 
international finance: WestLB. 


Head Otfice: Düsseldorf 


Beijing, Hong Kong. London, 
Luxembourg. Madrid, 
Melbourne, Milan, Moscow, 
New York, Osaka, Pars. 

fiio de Janeiro, Tokyo, Toronto, 
Zunch 
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The Westdeutsche Landesbank 
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Lincoln Savings and the Fifth Amendment 


'Nuff said 


NEW YORK 


МЕКІСА "8 thrift fiasco now has its own 
Iran-contra affair. It is called Lincoln 
Savings and Loan. The tale of this Califor- 
nian thrift, which is in conservatorship with 
estimated losses of $2 billion-2.5 billion, in- 
corporates many of the abuses associated 
with the thrift crisis, including reckless busi- 
ness practices and influence-peddling with 
politicians and regulators. 

Lincoln’s boss, Mr Charles Keating, is 
already the subject of FBI and SEC criminal 
investigations. He is also the target of a 160- 
page $1 billion racketeering suit launched 
by the Resolution Trust Corporation. On 
November 21st Mr Keating took the Fifth 
^mendment, thereby declining to testify be- 

re Mr Henry Gonzalez, chair- 
man of the House of Represen- 
tatives’ banking committee, on 
the sixth day of hearings held 
on the Lincoln affair. Instead, 
American Continental, Lin- 
coln's parent, issued a state- 
ment which blamed regulators 
for Lincoln's collapse. 

Appearing the same day as 
Mr Keating before the commit- 
tee was Mr Danny Wall, direc- 


tor of the Office of Thrift Su- Keating the Fifth 


pervision and a former 

chairman of the now defunct Federal Home 
Loan Bank Board. Mr Wall's job is now on 
the line. Few in Washington think he can 
hang on much longer. He is blamed for 
granting Lincoln 20 months' extra grace by 





horses to currency cocktails— finally los- 
ing their nerve? Standard Chartered Bank 
has launched a sheaf of open-ended mu- 
tual funds designed to appeal to dormant 
conservatism. If investors hold their 

until maturity, they will receive the 
highest price their funds achieve over 
their ten-year life. According to the 
bank's investment arm, Scimitar Asset 
Management, it is the first guarantee of its 
kind anywhere in the world. Of course, 
the snag is that such a guarantee precludes 
the likelihood of high rewards that tend to 
come with high risk. 

No matter. Under the slogan "defend 
yourself against the bear market”, Scimi- 
tar predicts that within six months the 
eight guaranteed funds (they cover the 








shifting its regulatory control 
from the Federal Home Loan 
Bank Board of San Francisco 
to his own staff in Washington 
at a cost to the taxpayer of up 
to $1.5 billion. Mr Gonzalez 
told Mr Wall: “Your excuses 
ring hollow." 

In a wonderfully mixed im- 
age, Mr Jim Leach, a Republi- 
can member of the house 


banking committee, said that if Greenish Gree 


the allegations he had heard 

were true then “Charles Keating is a 
financiopath of obscene proportions—the 
Reverend Jim Bakker of American com- 
merce—given licence to steal 
by a bank board headed by the 
Neville Chamberlain of regula- 
tion—a cheerleader who saw 
little evil and thus spoke little 
truth.” 

Deeply embarrassed by the 
Lincoln affair are five senators 
now known as the “Keating 
five”. They lobbied Mr Wall’s 
predecessor, Mr Edwin Gray, 
to go easy on regulating Lin- 
coln and its unorthodox in- 
vestment and lending prac- 
tices. The five attended a meeting with San 
Francisco regulators on Lincoln in April 
1987. Mr Keating had indirectly given the 
five senators a total of n ·. 
$1.3m in campaign Г ») 
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, in June, when the market dropped 
Hongkong's defence against be o. вари by one-quarter; and finally by the in- 
DOM PL IS 2 2 ternational wobble 
p last month, when the 
RE Hongkong's investors—inveterate world, but already despondent 
gamblers on everything from race- with a bias market fell a modest 


attract — $250m, 

equal to one-tenth of the money under 
management in the British colony. The 
bank will defend itself by increasingly 
shifting the funds’ portfolios from equi- 
ties (initially, two-thirds of the portfolios) 
to zero-coupon bonds. This will protect 
gains made when stockmarkets rise and so 
limit the cost of the guarantees if, after ten 
years, markets turn down suddenly. 

Will investors like such conservative 
fund management enough to fulfill Scimi- 
tar's expectations? Perhaps they will: 
Hongkong's resilience has already been 
tested—first, by the global crash of Octo- 
ber 1987, when the value of the market 
halved; then by the bloodshed in Beijing 





sumes sovereignty over Hongkong, is 
hard for the colony's ardent capitalists to 
forget. No wonder the market is now only 
20% or so above its level of two years ago, 
compared with rises of around 60% in 
Singapore, 140% in Bangkok and 300% 
in Taipei. 


take a gamble. But the new funds, with a 
minimum investment of only $2,500, are 
aimed not just at institutions but also at a 
new breed of Hongkong investor: the one 
who will ride the bull and bear markets of 
the next ten years, hoping for a guaran- 
teed, albeit unspectacular, return. 


contributions. 


The Senate’s ethics committee has re- 


tained outside counsel to decide if there is 
enough evidence to investigate the senators 
further. Four weeks before attending the 
meeting with the San Fran- 
cisco regulators, one of the 
five, Mr Donald Riegle 


Lincoln affair is Ms Barbara 


the SEC and now head of inter- 
national private banking at 
Bankers Trust. Ms Thomas is 
said to have sought informa- 


tion on the Federal Home Loan Bank 


Board's investigation of Lincoln froma then 
friend, who was Mr Gray's chief of staff. In- 
stead the friend reported the request to Mr 


Gray. Ms Thomas is the recipient of a three | 


year $250,000 personal line of credit ad- 
vanced by Lincoln. 

Perhaps most embarrassing of all is the 
role played by Mr Alan Greenspan, chair- 
man of the Federal Reserve Board. In his 
former career as a private-sector consultant, 
Mr Greenspan was commissioned by Mr 
Keating in early 1985 to write a paper argue 
ing that thrifts should be able to diversify 
from home-purchase loans into equity in- 
vestments. In February 1985, Mr Greenspan 
sent a letter to federal regulators describing 
Lincoln as “а financially strong institution 
that presents no foreseeable risk to the [now 
defunct] Federal Savings and Loan Insur- 
ance Corporation." 








6.5%. Meanwhile, the de 
pressing date of July 1 1997, 
when communist China re- 


That might be all the more reason to 
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Executives today face 
unrelenting, even acceler- 
ating change, pervading all 
aspects of business life. 
As the pace of change 
quickens, old perceptions 
and traditional approaches lose validity. 
New views are required. 

What is needed, in a word, is vision. 
Vision reads reality radically differently. It 
suggests sighting the goal before starting out 
to reach it. Vision requires a willingness and 
ability to ask the right questions — rather 
than having the right answers. 
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The educational pro- 
cess at IMD seeks approa- 
ches to asking the right 
questions. IMD's unique 
learning environment will 
be experienced by 2500 
executives from 90 countries next year. 

Key to IMD's management develop- 
ment concept is a broad perspective that 
draws on the diverse cultural and industrial 
backgrounds of executives to confront the 
business issues of today and tomorrow. In 
career development, IMD is a refreshing 


change. 
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A New School of Thought 


Ask for our brochure by calling or writing to Marie-Dominique Calcio, room 202, 
International Institute for Management Development IMD, 23, chemin de Bellerive, 1001 Lausanne, Switzerland. 


Tel.: ++ 4121267 112 or 277 121 (From Nov. 9, 1989: 61801 H). Fax: ++ 4121266725 (From Nov. 9, 1989: 617 7154). Thx: 455 871. 
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SCIENCE AND TECHNOLOGY 


Cosmology up against the Wall 


LL theories, even the best, occasionally 
"XA run up against difficulties. None has 
ever run up against one quite as big as the 
“Great Wall". The Wall's discoverers think 
it is the largest object so far observed in the 
universe, a sheet of galaxies big enough to 
boggle even.the astronomical mind. Its size 
"şes fundamental questions about the 
à — ücture of the universe and how it came to 
“be the way it is. 

The big-bang theory of how the 
universe started is the pride of mod- 
ern. cosmology. It explains, among 
other things, the expansion of the 
universe and the dim background 
glow of microwaves that perfuses it. It 
also predicts that matter will be 
spread evenly around the cosmos. 
Gravity pulls matter into clumps— 
stars and galaxies. But, from the 
Olympian heights of theory, cosmolo- 
gists ignore these local quirks. They 
stick to their claim that, on large 
scales, the universe is uniform. As evi- 
dence they cite the background glow 
of microwaves, which shines equally 
in all directions. 

Practising astronomers are not so 
sure. They see clusters of galaxies, 
superclusters of clusters, and large 

ds in which galaxies are much too 

e. Whence did this diversity come 
if the big bang was as even and sym- 
metrical as cosmologists say? The 
most common answer is "cold dark 
matter". According to this theory—for 
which there is precious little 
evidence—inert matter is distributed 
throughout the universe. Where it is dens- 
est, its gravity pulls together the gases from 
which galaxies are made. So galaxies are 
born and cluster because of the cold dark 
matter’s gravity. 

Dark matter is also useful for protecting 
|. cosmologists from another problem. The 

“most popular theories of the big bang re- 





quire ten times more matter than is visible 


to astronomers. If 90% of the matter was 
cold and dark, and thus invisible to tele- 

scopes that see only hot bright suns, those 

` theories would stand in better stead. 

: There are limits even to what cold dark 
-' matter can do. Because its distribution, too, 
-has to be fairly uniform, it cannot explain 
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structures more than 40-80 megaparsecs 
(Mpc) across. A megaparsec is 3m light years, 
a third more than the distance between the 
Milky Way galaxy (in which the sun sits) and 
its closest neighbour, the Andromeda gal- 
axy. According to Dr Margaret Geller and 
Dr John Huchra, a theorist and an observer 
who work together at the Harvard-Smithso- 
nian Centre for Astrophysics in Cambridge, 
Massachusetts, the Great Wall that they 





have found is considerably larger than that. 
It is a sheet of thousands of galaxies about 
75мрсе away, measuring at least 170Mpc by 
60Mpc and about Supe thick. Its full extent 
is unknown—it is larger than the scope of 
the astronomers' survey of galaxies. 

Some think that theories of cold dark 
matter can be stretched to accommodate 
such a monster. Others think they will need 
to be amended—or discarded. An admix- 
ture of hot dark matter-—hypothetical stuff 
like cold dark matter but with faster-moving 
constituent particles—might do the trick. 
Its fast particles would mean that it could 
form larger structures, but it would also tend 
to blur smaller ones. 

Alternatively, one could invoke a mech- 
anism that does not rely on gravity. Surveys 
of distant galaxies, including the one which 
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reveals the Great Wall, make the unive 
look like a foam with thín layers of galaxie 
squashed between bubbles of emptines 
may be that these bubbles, rather than i 
galaxies around them, are the basic eléme 
of the large-scale structure. As the bubble 
were somehow blown, quite soon after t 
big bang, the gas from which galaxies we 
to be made would be pushed outwar 
Where the edges met, clusters might form, 
One advantage of this theory is that 
vague and thus hard to disprove. But wh 
could blow such awesome bubbles? Quas: 
vastly. energetic galaxies which get. th 
power from huge black holes, minete 
the list of exotic candidates: They exist 
quite early on in the story of things, w 
the galaxies were forming. A team wor 
at the Palomar Observatory has j 
reported finding one that was arou 
when the üniverse was just 796 of 
present age; a new oldest ga 
seems to be found almost every. 
The birth pangs of a quasar woul 
lease enough energy to strip electr 
from atoms and tear molecules а 
more than 100mpe away. Such 
struction might play а role in ga! 
formation. But how could quasar 
form so soon? | 
Some of these questions may be 
answered by the Cosmic Backgroun 
Explorer (СОВЕ), an infrared tele 
scope launched into orbit by NA 
last Saturday. For the next year it 
measure the unevenness, if any, in t 
microwave radiation left over fro 
the big bang. If there are variation 
big structures like the Grear W 
might seem more palatable, an 
bumpy big bangs would come inito fa 
vour, COBE will also see disturbance 
in the microwave radiation caused Û 
later events. An explosion that could clear. 
huge void of galaxies should show up. S 
would a concentration of matter big enotig! 
to pull together something like the Wall. 
Meanwhile, Dr Geller and Dr Huc 
continue to map the galaxies. They still ne 
to convince some of their colleagues that 
Great Wall is real, and not a chance algo 
ment of smaller features. People have à 
dericy to find patterns in the sky whe 
ture provides none: witness the 10 
hunters, ploughs and so on that adorn: 
maps. Better statistical methods might hi 
though they are not easy to develop. А 
ger map, in which the Great Wall stands 
as one feature among others of comparabi 
size, would be convincing. But who know 
what bigger things might creep in? As. 
Geller and Dr Huchra point out, the size 
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the largest known structure has kept pace 
with the scale of the largest maps fairly well, 
every map revealing new structures larger 
than any before. For all its immensity, the 
"Great Wall may soon Бе superseded—as 
. may the theories of how it got there. 





Odd birds 


The cuckmoo 


VOLUTIONARY theorists are used to 

Aa dealing with sticky questions. But it is 
. not every day that they are faced with a bird 
that resembles a cow—albeit slightly. Or- 

- nithologists in Venezuela have discovered 
that a local bird digests its food in a way that 
none of the other 8,700 species of bird does: 
it uses foregut microbial fermentation, the 
Yethod used by cows and other ruminants. 

` This singular species is the strikingly col- 

o hoatzin, a small bird of the cuckoo 
family that ranges from the Orinoco river to 

the Amazonian basin. The digestive tract of 
x O bisthocomus hoatzin i is not, of course, ex- 
actly like a cow’s. Nor is it like that of any 








| Yuppie health shock 


N THE fast-moving dramas of medical 
research it is sometimes hard to tell 


| who the villains аге. Take caffeine: іп 
` America about 25% of the coffee now 


т=н 


` sold has had most of its caffeine removed 


(up from just 3% in the less-health-con- 
` scious early 1960s). The effects may well 
include less insomnia and fewer jangled 
nerves. However, Dr Robert Superko, a 


| doctor at Stanford University in Palo 
| Alto, California, suspects that other ef- 
` fects may be damaged blood vessels and 
. injured hearts. Does this mean that 







` yuppies should go back to real coffee? 
Shun both real and decaffeinated coffee? 
Or give up reading medical articles? 

The effect of coffee on the heart and 
circulation is controversial; some studies 


other bird. This is because 
it is one of the world's few 
flying vegetarians. Four- 
fifths of the hoatzin’s diet 
consists of leaves; the rest is 
flowers and nuts. Some 
encyclopedias claim that it 
occasionally eats small 
crabs or fish. But according 
to Mr Alejandro Grajal, 
who studied the hoatzin for 
his dissertation at the Uni- 
versity of Florida at Gaines- 
ville, six years of observa- 
tions have disproved this. 

Leaves are not very nu- 
tritious. Besides a few vita- 
mins and a lot of water, there is not much 
there. Most animals break apart a plant's 
cell walls and digest only the reasonably nu- 
tritious cytoplasm inside. To digest the cell 
walls themselves and get even more energy 
out of a leafy diet requires setting an enzyme 
called cellulase upon them. Animals do not 
naturally have it, but bacteria can make it— 
as those that live in cows do. 

Many species of birds do not have a 
well-formed stomach. Instead, they store 





find it to be a bad thing, others not. Be- 
cause he suspected that the problem 
might lie in the haphazard way those stud- 
ies collected their data, Dr Superko and 
his colleagues got $450,000 from the Na- 
tional Institutes of Health to take a more 
rigorous look. 

They chose 180 healthy non-smoking 
men whose blood-cholesterol levels were 
below 200 milligrams per decilitre (the 
point where increased risk of heart disease 
is thought to begin). For four months all 
180 drank three to six cups a day of a best- 
selling regular coffee, prepared in a stan- 
dard way without cream, milk or sugar. 
Their blood was regularly tested; nothing 
about it changed, regardless of how much 
or how little coffee they drank. 

One-third of the men then continued 
to drink regular coffee, another third 
stopped drinking coffee, and the 
rest—without changing the amount 
drunk or adding anything to it—switched 
to a decaffeinated brew. Two months later 
the weights, heart rates and blood pres- 
sures in all three groups were unchanged, 
and so were blood cholesterol levels in 
two of them. But the low-density lipopro- 
tein (LbL—the harmful kind of choles- 
terol) in the blood of the decaffeinated 
drinkers was up by an average 996. That is 
enough to boost their long-term risk of 
heart attack or other problems (strokes, 
for example) by 12-1496. 








food in an expanded region 
of their oesophagus, called 
the crop. After passing 
through what stomach the 
birds have, food is broken 
down by the muscular giz- 
zard and passed into the in- . 
testine and caeca. 

Things are different in 
the hoatzin. Its gizzard is 
much less developed, so 
most digestion takes place 
in the crop, lower oesopha- 
gus and caeca. To get as 
much energy out of the 
leafy meals as possible, 
these organs ferment the 
food. By-products of this microbial process, 
such as volatile fatty acids (vFAs), provide a 
significant part of the bird's energy. In fact, 
VFA concentrations in these organs are com- 
parable to those found in the stomachs ' 
rumen) of nature’s more famous ci 
chewers—cows, sheep and goats. The tooth- 
less hoatzin's version of rumination has the 
added advantage that "chewing" and fer- 
mentation occur in the same place. 

There are sound reasons that the hoa- 





Dr Superko thinks that too few of the 
chemicals used in decaffeination remain 
for them to be responsible. He suspects 
the beans themselves. Most regular cof- 
fees are made from arabica beans, a deli- 
cate variety that lose their flavor if decaf- 
feinated; the stronger-flavoured robusta 
variety are used to produce decaffeinated 
coffee. He and his team have found big 
differences in the protein make-up of the 
two kinds of beans. But which of the 
proteins—if any—account for the appar- 
ent problem, they do not yet know. There 
are 500 chemicals in a cup of coffee, so 
there is plenty of work ahead 

Although robusta beans have more 
saturated fat than arabica, the researchers 
are fairly sure that that is not the problem. 
Saturated fats generate much more LDL in 
the blood than cholesterol in food does 
(which is probably why the Norwegian 
method of boiling coffee, which releases 
those fats, raises blood cholesterol levels). 
But in the Stanford study the fat was 
trapped in the filter paper. 

Cautious scientist that he is, Dr 
Superko will not say he is sure that decaf- 
feinated coffee raises the risk of heart dis- 
ease until somebody else repeats his 
findings—which, since they cost $450,000 
to obtain, may not be soon. Nevertheless, 
he thinks that avoiding decaffeinated cof- 
fee (among other things) is a good bet if 
you want to lower your LDL cholesterol. 
On the other hand, ordinary coffee is not 
for those with irregular heartbeats. And 


so it goes on. 






. birds need to digest t 





tzin should г not be able to i di what i it does: 
For one thing, a 750-gram bird is too small 
to have a stomach capable of fermenting 
food, especially-if it expects to fly. Small 
food quickly while 
fermentation, as brewers ki 

Evolution, it seems, got around all that by 










insisting on some modifications. The hoa- - 


tzin has evolved a crop that holds on to its 


ойе, allow- 
ing fermentation to do its job thoroughly. 
And its breast bone is quite small to make 
room for the voluminous fermentation vat. 
This means less flight muscle. Hoatzins take 
60-70 days to learn how to fly, and never get 
particularly good at it—a similar-sized 
grouse takes 5-8 days. For hoatzins, chewing 
the cud makes it worth the wait. 








Two-stroke engines 


T A time when smelly exhausts are re- 
garded as cardinal sins, it might seem 


` odd that carmakers are looking again at two- 


- 


i a four-stroke engine, it is inher- 
ently more powerful. 





better at operating efficiently 


"he head ofthe cylinder 1o 


stroke engines. These are the noisy, smelly, 


» smoky things that run old lawnmowers and 


the little East German Trabant cars which 
igh their way through the gaps in the Ber- 

Wall. Two-stroke engines do have some 
virtues, though, and they are winning some 
powerful new friends. 

Mr Ralph Sarich, who is chairman of 
Orbital Engine Company, based at Balcatta, 
near Perth in Western Australia, has devel- 
oped a fuel-injection system and other de- 
vices which seem to transform the two- 
stroke engine. Compared to a conventional 
four-stroke engine of a similar cylinder ca- 
pacity, his two-stroke is smaller, lighter, sim- 
pler—but still as powerful. It uses nearly 
one-third less fuel and can meet the most 
stringent exhaust-emission standards. 

Orbital Engine has taken over an old 


` General Motors factory in Michigan to 


make its two-stroke engines in America. At 


| first they will be used as outboard motors for 


boats. The two biggest makers of outboards 
have signed licensing agreements with Or- 
bital in order to use the technology. Motor- 
cvcle and car engines will follow. General 
tors and Ford have signed licensing 

_ ements. They are also con- 


Lawnmower limousines 


scends, drawing in the fuel-air mixture from 
the carburettor, and closes as the piston 
rises to compress the mixture. The spark- 
plug ignites the mixture and the rapidly ex- 
panding burning gases push the piston 
down. Then the piston rises again to expel 
the burnt gases through the exhaust valve. 

In a basic two-stroke engine, the fuel-air 
mixture is drawn into the crank-case below 
the cylinder as the piston rises to compress 
the mixture already in the cylinder. In the 
second stroke, the compressed mixture is ig- 
nited by the spark plug, the piston is pushed 
down, and the fuel-air mixture below it in 
the crank-case is forced through a transfer 
port into the cylinder above. The top face of 
the piston is designed as a baffle to direct the 
fresh mixture upwards on the inlet side of 
the cylinder and then downwards on the ex- 
haust side to push the spent gases out 
through the exhaust port. 

This process, called “loop scavenging”, 
is the simplest way to recharge the cylinders 
in an engine. But it is wasteful: some 
unignited fuel is lost through the exhaust 
port. This, together with the fact that some 
two-stroke engines need to have oil mixed 
into the petrol tank to help lubricate the 
moving parts, has made two-strokes envi- 
ronmentally unacceptable. 





rather than a carburettor s 8 
sprayed directly into the cylin 
enging. This should reduce 
unignited fuel, Robert B З 
fuel-injector in 1927—and lis 
still the largest manufacturer- 
ing to Orbital, commercially avai 
could not deliver the small drop 
needed to-spray fuel directly into the 

der and clean up the exhaust. The fue 

tor in a diesel lorry can produce dr 
between JO and 50 microns (топ 
metre) in diameter, which help to fori 
ticles that result in black exhaust smok 
bital uses compressed air as a medium to 
ject fuel into the cylinder and a spec 
nozzle. In experiments, the company : 
to be able to inject most of the fuel into t 
cylinder in droplets below six microns ins 
and produce what is known as a "stratifi 
charge"-—a richer mixture of fuel 
near the spark plug and a leaner mixture f 
ther away, Vary the ignition timing acc 
ing to different engine loads, Orbital ва 
and you get more effective combustion à 
well as reduced exhaust emissions. 

The fuel-injector is linked to some of the 
engine's other gadgetry, including a v 
that alters the rate at which gases are 
pelled through the exhaust port. Som 
the gases are kept in the combustion chai 
ber to be burnt again, which helps redu 
nitrogen-oxide emissions. The air intake 
also be varied, and an electronically co 
trolled lubrication system keeps down t 
amount of oil needed to lubricate the 
engine. 

Orbital claims that the result of all 
is fuel economies of 25-3096 in cars and 
to 4096 in boats. The company says бл 
sions of nitrogen oxides are reduced by 80- 
9096, hydrocarbons by 5096 and carbo 
monoxide by 90% compared with 
four-stroke engines. Some of these s 
arise simply because a two-stroke is sr 
lighter and simpler, and it « 































tinuing their own development 
of two-stroke engines, as are 
France’s Peugeot and Japan’s 
biggest carmaker, Toyota. 

In a four-stroke engine in- 
take, compression, power and 
exhaust occur in four stages 
with two revolutions of the 
crankshaft. The simpler two- 
stroke does its job in two stages 
with one revolution. With two 
power strokes for every one in 


But a four-stroke engine is 
and cleanly. It uses valves in 
clear out the exhaust gases and 


reload the cylinder. An intake 
valve opens as the piston de- 





THE ECONOMIST NOVEMBER 25 1989 


Two-stroke cycle 





1. Intake & compression 
Four-stroke cycle 
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comes out Ж 
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use a low-cost catalyst ex 
system rather than an ela 
rate three-way one. 

The big carmakers will 
throw away their fourstro 
engines until the new an 
show they can stay cle 
efficient for 100,000 
they do, carmakers reckon 
two-stroke engines could be 
used for all sorts of me 
Apart from being easier 
cheaper to mee. 0 
cheaper, says Orbital 
gine will take up only h if 
much room in a car. Since thar 
frees the designers hand, t 
morrow’s — two-stroke cars. 
could be roomy and stylish 
far cry from the Trabant. 





Fuel/air 
mixture 
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` From Fortress Europe and 


110 


Giant Japan to the US and 
Super 301. 


Г А (Trade and Protectionism: 





up of economies and markets - under threat? 


* What will the development of the EC towards 1992 imply for the trading 


system? Are outsiders right to worry about a “Fortress Europe"? 


* Will Super 301 be successful in opening markets? Conversely, could it turn 


out to be substantially damaging to world trade relations? 


* Is there really a trend away from multilateralism and towards bilateralism? 


Does it matter? 


* Willthe Strategic Impediments Initiative lead to significant change in the 
Japanese distribution system? Or is it merely an attempt to contain 


protectionist pressure in the US? 


* Does economic and political reform in the Communist Bloc promise 
significant trading opportunities? Or perhaps fierce competition for Western 


producers? 


Trade and Protectionism is A Special Business Report which addresses these and 
other key issues by analysing the structure of the international trading system, 
the theory and reality of protectionism, the trade issues in key industrial 
sectors, and the trade policies of the most important players. The study is 
designed to brief the business reader rapidly in all key aspects ofthis significant 





and topical issue. 


Trade and Protectionism costs £285. Please fill out the form below to order 








A Special Business Report) 


Last year, the value of world merchandise exports 
amounted to over 2.5 trillion dollars with trade in 
services worth billions more. The expansion of 
world trade continually outstrips the growth of 
world output. But, to what extent is this inter- 
national exchange - and the consequent opening 
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BOOKS AND ARTS 


In the lunatic bus factory 





THE TURNING POINT: REVITALISING THE SOVIET ECONOMY. By Nikolai Shmelev and Vladi- 
mir Popov. Doubleday; 352 pages; $22.95. To be published in May by I B Tauris; £29.95 
PERESTROIKA REVOLUTION. By Abel Aganbegyan. Bantam; 248 pages; £14.95. To be pub- 
lished in America by Harper & Row 


OOKS by western academics on the 
sinking Soviet economy are volumi- 
nous but not authoritative. Books by Soviet 
economists, who ought to be authoritative, 
are usually just platitudinous. Here, how- 
ever, are two good ones, by academics in the 
thick of reform. Abel Aganbegyan was an 
architect of the earlier, more cautious stage 
derestroika, the one which eschewed mar- 
s in fundamental things like labour and 
capital, and which lasted until the middle of 
this year. His book still asserts that “го catch 
up it will still be possible for us 
o...overfulfill the targets of the twelfth 
five-year plan.” This, as Nikolai Shmelev 
makes plain, is not possible. 

Mr Aganbegyan lost influence when Mr 
Gorbachev, realising that cautious reform 
was not working, turned to more radical re- 
formers: among these, pre-eminently, Mr 
Shmelev. He, like his co-author, Vladimir 
Popov, is a professor at Moscow’s well-re- 
spected Us-Canada Institute, a sort of think 
tank. He is also an MP to whom people listen; 
and his book is the most convincing demo- 
lition of the central-planning system that 
has ever been written. 

He starts with examples like this. At the 
Kurgan bus factory, workers take partially- 
assembled Gaz 53 trucks from the Gorky car 
factory—and smash them to pieces with 
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sledgehammers. They then make buses 
based on the chassis of the trucks, which is 
the only part they need. Why doesn't the 
Gorky factory send only the chassis to Kur- 
gan? Because the state all-union standards 
board (Gost) says that trucks have to be 
made with all the bells and whistles on, even 
if all that is required is the chassis to make a 
bus. As Mr Shmelev says, “it is much harder 
to change GOST than to swing a 
sledgehammer.” 

The lunatic bus factory is not an anom- 
aly; it is a natural product of the planning 
system. That system, Mr Shmelev argues, 
presupposes that planners know what level 
of output you will get from each industrial 
process depending on the amount of labour, 
energy and the rest that you put into it. You 
can, with the help of a computer, work out 
input-output ratios for a few thousand pro- 
cesses. But in an economy like the Soviet 
Union's, where there are millions of such 
processes, no computer can cope. Even if 
Gosplan had lots of powerful computers 
(which it does not), it would not be able to 
produce an accurate plan. Mr Shemlev 
shows that in 1987, in 16 basic categories of 
goods (things like turbines and metal-cut- 
ting machines) the actual growth was only 
half or a third of the planned growth. 
“What is the point of planning", he asks, 


"when the typical error in determining the _ 
growth rate of output is approximately 
equal to the rate itself?” 

The only point, the only answer, is that 
the plan has taken on a life of its own. Plan- 
ners are responding to the bureaucratic and | 
political demands of factory managers below · 
them and party members above. Blueprints | 
of where the economy is going do not enter _ 
into it; this year's plan largely determines _ 
next year's, and small mistakes are magni- 
fied over time. The extreme case сап be seen 
in that characteristically Soviet image of 
progress, the tractor. The Soviet Union has 
3m tractors; 250,000 of them are broken - 
down at any one time. This is partly the re- 
sult of bad design, but not entirely. Farms _ 
do not repair their own tractors; specialist 
repair shops do that. Each has its own plan — 
for the number of tractors it is supposed to 
repair in a year. In western Siberia, says Mr - 
Shmelev, the number of repairs requested 
by farms covered only 5696 of the repair. 
shops' plans. So the repair shops forced the 
farms to send tractors to be repaired even 
when they didn't need it. As the author — 
says, "repair becomes an end in itself: repair — 
doesn't exist for the tractor. The tractor ex- 
ists to fulfill the repairmen's plans," d 

The disappointing part of Mr Shmelev's 
book comes at the end. Having demolished 
central planning, he balks at the obvious 
conclusion: it is necessary to establish a mar- 
ket in its place. This is especially disappoint- 
ing because, in the Supreme Soviet, he | 
shows no such hesitancy. So, for a flavour of 
the solutions now being proposed by the 
new breed of economists, turn back to Мг 
Aganbegyan. Although written in deplor- 
able bureau-speak ("We must follow the 
path of the nineteenth party congress, 
which analysed critically che long and basi- 
cally productive path of perestroika in the _ 
preceding three years... "), his book re- 
flects the change in thinking over the past — 
year. Instead of previous caution, he now 
wants price liberalisation next year (with off- | 
setting subsidies to the poor), the moppi 
up of excess savings by the sale of govern- 
ment bonds, the creation of a financial mar- 
ket with higher interest rates, and an open- 
ing up to the world economy by making the | 
rouble convertible (eventually). 

These are the main items in 
Gorbachev's new economic programme. 
Given the force of communist-party conser- 
vatism, they are probably the best that So- | 
viet economists could come up with. The - 
worrying thing is that both these books, in | 
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different ways, leave a nagging feeling that 
they may not be enough. 
Ee ت‎ | 
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he samurai 
softens 


THE SUN ALSO SETS: THE LIMITS TO JAPAN’S 
Economic Power. By Bill Emmott. Simon 
€. Schuster; 292 pages; £14.95. Times 
Books; $19.95 


ONTRARY to economic mythology, 
the Japanese are not ten feet tall. The 
‘rage Japanese male, Bill Emmott observes 
with characteristic precision, is exactly 5 feet 
7.4 inches tall—not very different from the 
erage European or American. 
In this metaphor lies the author’s mes- 
sage. High savings, hard work and skillful 
ıptoathes to production, trade and fi- 
€ have enabled Japan to achieve im- 
ssive economic success. Yet, 
Emmott concludes, Japan 
innot go on this way. Its rates 
savings will decline as cur- 
‘nt workers become pension- 
; and the young become 
ore avid. consumers than 
parents. A diaspora of 
panese companies producing 
bad portends a weaker 
ade balance, while waves of 
panese overseas tourists will 
increase the outflow of cash in 
е services sector. And a more 
peculative financial environ- 
ent will increase the nation's 
Inerability to shocks. 
"Mr. Emmott, The Econo- 
ists business editor, presents 
cogent and penetrating anal- 
is of the Japanese economic 
riracle. He argues that Japan's 
economy is passing through an 
xceptional phase of prodi- 
ous trade and currentac- 
ount surpluses, and that the country is 
likely to be a formidable economic power in 
the world, and particularly in Asia, for years 
to come. But he predicts that Japan's capac- 
y to play a global political role will be lim- 
ited, or perhaps decline, as its current ac- 
count moves towards balance in the mid- 
1990s. 
In one respect, it is a pity that Mr 
Emmott dispels some of the myths about Ja- 
an. A measure of fear, or an external shock 
о national complacency, is often necessary 
to wake Americans up. By dispelling fears of 
the Japanese, however, Mr Emmott also 
strengthens the argument that protectionist 
icies in the United States are not the 
tight response. Japan’s economic success has 
not been brought about by trade restric- 
tions, however numerous or unacceptable; 
to claim this is like arguing that Liverpool is 
a powerful football team because it commits 
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an unusual numbe of fouls.. ve 


open Japan will not do America much good 
unless the United States eliminates its short- 
fall in savings, reforms its dismal schools and 
sets about pleasing customers. 

Mr Emmott's discussion of Japanese in- 
vestment abroad is especially timely. The 
hard fact, driven home in this book, is that a 
country which must import capital mas- 
sively from the rest of the world to fill its 
savings-investment gap must expect a por- 
tion of that money to go into acquisitions; 
the appetite for American bonds and stocks 
in Tokyo is not unlimited. And there are 
benefits from much of this investment. Pace 
the Japan-bashers, Japanese plants in the 
United States seem to invest about the same 
percentage of their earnings in research as 
American companies do, and employ work- 
ers in jobs that add value in roughly the 
same degree as their Ámerican counter- 
parts. They still use a higher percentage of 





imported components than their American 
counterparts do, but this may not be a per- 
manent pattern. 

With nationalistic pressures growing on 
both sides, the great challenge for leaders in 
Japan, America and Western Europe is to 
use their combined strengths effectively: not 
only in economic terms, but in pursuit of 
democratic values and political stability. 
Americans and Europeans must get used to 
working with Japan's economic strengths; 
they should not waste their energies build- 
ing up resentment, which will only weaken 
their ability to harness Japan's power for the 
global góod. For their part, the Japanese will 
need to get used to applying their strengths 
for a purpose that transcends narrow na- 
tional objectives: in short, a flourishing 
global economic and political system. 

Robert Hormats 








he second world war 


Horrors past 


JUSTICE NOT VENGEANCE By Simon 
Wiesenthal; Weidenfeld & Nicolson; 372 
pages; £16.95. To be published in America 
in March 

OTHER Losses. By James Bacque. Stoddart, 
Toronto; 248 pages; C$26.95. To be pub- 
lished in Britain by Macdonald Futura in 
August 


IMON WIESENTHAL is famous as a 

Nazi-hunter, a man who can pluck war 
criminals out from the comfortable disguises 
behind which they have hidden for decades. 
A Galician Jew by origin, he was arrested 
when the Nazis overran his homeland, and 
more than once escaped routine slaughter 
by miracle. He feels that, as he had his life 
given back to him, he ought to devote it 
securing justice for his dead companions. 

Having reached 80, he still feels the 
need to testify to the way that millions of his 
fellow Jews were tortured and murdered, 
with hundreds of suerte of others—gyp- 
sies, homosexuals, socialists, Jehovah's Wit- 
nesses, political dissidents—in the holo- 
caust that Himmler, Heydrich and others 
ran for Hitler. The fact of the holocaust was 
so ghastly that some oddballs are to be 
found proclaiming that it never happened: 
but it did. Mr Wiesenthal was there to see. 
Of course he does not claim to have wit- 
nessed every killing, or even to have wit- 
nessed many; yet the evidence he gives of 
the system is only too convincing. 

A single quotation can help to give the 
Nazis’ tone. Before they had discovered the 
virtues of Zyklon-B cyanide gas, they used 
the exhaust gas from lorries to kill their vic- 
tims. A technical report of June 1942 read: 
"Since October 1941 ... 97,000 were pro- 
cessed in the three trucks in use without-a 
faults appearing in the vehicles,” 

This is a refreshingly honest book, full 
of unexpected insights: for instance, Hey- 
drich was once head of Interpol, and seems 
to have stuffed it full enough of Nazis to pro- 
tect many of his fellow fanatics from later 
prosecution. 

Mr Wiesenthal emphasises the need for 
nations to look at their own history, hon- 
estly, if they are to be fit to survive. He too 
will be startled by a new, and singularly 
nasty, can of worms now opened by a Cana- 
dian 20 years his junior, James Bacque. In 
the last winter of the war, a safe-conduct 
bearing the arms of the United States and 
Britain was widely distributed round the 
German army on the western front. It said: 
“The German. soldier who carries this safe- 
conduct.is using it аѕ а sign of his genuine 
wish to give himself up. He is to be: dis- 
armed, to be well looked after, to receive 
food and medical attention as required, and 
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In Kuala Lumpur 
where else but 


the Shangri-La. 


5 Shangri-La hotel 


Ке 





SHANGRI-LA HOTEL, 11 JALAN SULTAN ISMAIL, $0250 KUALA LUMPUR, MALAYSIA. TEL: (03) 232 2388. TLX: 30021 SHNGKL MA. FAX 
SHANGRI-LA INTERNATIONAL: BANGKOK (2) 236 7777 + HONG KONG (5) 810 7782 • KUALA LUMPUR (03) 230 6248 * SINGAPORE (65) 23 


SHANGRI-LA INTERNATIONAL HOTELS ond RESORTS: CANADA * CHINA + FIJI * HONG KONG * MALAYSIA * SINGAPORE + THAILAND 














Do you travel on business? 


GIVE YOURSELF A FLYING START WITH THE ECONOMIST BUSINESS TRAVELLER'S GUIDES 





While culture shock can be a colourful experience for the casual 
visitor, it can prove a disaster when trying to establish good 
business relations. 

The Economist Business Traveller's Guides is the only 
series of guides to cover every aspect of doing business 
internationally, with cogent briefs on: 






* Business practice and etiquette € Law, tax and employment 


* Political and economic * Importing, exporting and 
circumstances distribution 

* Major industries and € The financial and business 
professions worlds 


Together with comprehensive guides to major business 
cities, including: hotels and restaurants, transport, and local 
business services and resources. 

Price per title including postage: UK £13.95; Rest of World 
£17.50. Payment can be made by cheque, credit card or by 
pro-forma invoice. 
Please send orders with payment to: 
| h e Marston Book Services 
i 0 87. Osney Mea 
INI 207007 Osney Mead 


OXFORD OX2 ODT 
PUBLICATIONS 





Facsimile: (0865) 791927 Telex: 837515 
For credit card orders and enquiries please contact 
Mrs Pat Crook on Oxford (0865) 791153 
Personal callers may purchase books from The Economist Publications Bookshop, 23A St James's Street, London SW] | 















lea at the Ritz, 
oating at Henley, _ 





Shopping at Aspre 


For over 200 years, Asprey have made luxury items that are essentially English. 
Step into our London showrooms and you will be dazzled by the skills with which 
our designers and craftsmen create treasured possessions. 

Follow your nose to our hand made luggage and leather goods, inhaling the 
| “trong g rich scent of English leather. Our bookbinding section, you will think, is the library 
of an English stately home. While our antique department rivals many a private collection. 
Take a leisurely stroll through each of our eleven departments, from silverware to china, 
jewellery to gold watches and grandfather clocks. 

You'll find that Asprey says more about the English way of life than any event 
ton the social calendar. Because no Englishman worth his salt would arrive at 56б, 


Henley or the Ritz without first paying us a visit. 


NEW BOND STREET. LONDON FENCHUBRCH STREET, LONDON FIFTH AVENUE, NEW YORK 
01-395 6767 01-626 2160 212) 688 1811 
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Dieter Meier, producer, Zurich. Masterminded “Yello”, the internationally acclaimed pop group. He unabashedly 


admits to being a family man at heart. Finally gave in to his children’s supplications to discover the excitement of 


Florida. Likes the concerted interaction between Swissair and Delta Air Lines, teamwork that makes vacations start even 


before takeoff. 











to be removed from the danger zone as 
soon as possible." As Hitler's Reich disinte- 
rated, hundreds of thousands of German 
soldiers surrendered to their western rather 
han to their eastern enemies, believing this 
ould suit their own interests best. 
=> Mr Bacque seeks to prove that the safe- 
- conduct just quoted was, so far as the Amer- 
.icans were coi med a sham; that Ameri- 


tion; t de over 800,000 of с 
in captivity, concealed as "other 
—hence his title—in the bureau- 
reports; and that the secret had lain 

тшше States archives until he 


e writes more sharply than Mr 

` Wiesenthal; he is especially fierce in his con- 
demnation of General Eisenhower, whose 
emory he clearly detests. His allegations 
un directly counter to the image that the 
has long accepted, of Americans. as 

lly, friendly, neighbourly; quite apart 

- from the intrinsic improbability that so vast 
гап atrocity could so long have been utterly 
hidden. This is the sort of story that gives 
government a bad name, whatever govern- 
nt it is. It is founded on a statistical basis 
that may not stand up to a closer look, and 
jints that both diplomatic and eco- 
storians will query—was there for 

stance really no food shortage in the sum- 
1945? But it deserves a reasoned re- 


ANDREW LLOYD WEBBER: His LIFE AND 
Works. By Michael Walsh. Viking; 240 
bases; £20; Abrams; $39.95 


1x DOLLARS and cents, there has never 
VA been amore successful composer than 
` Andrew Lloyd Webber. One of his musicals, 
.. "Cats"; has made a net profit of $58.5m— 
2 $20m of it on 'Broadway—and shown a re- 
turn on investment of 1,000%. And that 
was just one show. Add “Jesus Christ Super- 
star", "Evita", "Starlight Express" and 
“The Phantom of the Opera" and the Lloyd 
Webber phenomenon begins to look like a 
money factory. 

"Today his is the music everyone wants 
to hear. But what sort of music is it? Plagia- 

misa charge he has long had to live with. 

um Mr Lloyd Webber’s "Memory" to 
urself, then Ravel's "Bolero", and see if 
iere is not a resemblance. 

It isone thing, though, to spot an influ- 
erice, whether conscious or not; it is quite 
"another, on the strength of those parallels, 

o elevate Mr Lloyd Webber's tunes them- 
lvesto the status of opera and classical mu- 
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sic. And that, essentially, is what Michael 
Walsh, the music critic of Time magazine, 
does in this biography. From first to last, Mr 
Lloyd Webber’s works are bracketed with 
those of established classical composers, as if 
they could absorb some of their cachet by 
osmosis. 

Mr Lloyd Webber, the reader learns, is 
the Rossini of his generation, recycling mel- 
odies that fail in one work for use in an- 
other, more suitable context later. "Evita" is 
his “shabby little shocker” as surely as 
“Tosca” was Puccini’s; "Cats" is the com- 
poser’s “Enigma Variations", "Aspects of 
Love" his "La Rondine”; and the use of two 
soprano voices in the "Pie Jesu” number of 
his "Requiem" is compared to the blending 
of the two sisters’ voices in “Cosi fan 


.. Tutte". (Well, hardly, since Dorabella is a 
^mezzo- to Fiordiligi’s soprano.) Making 


greater claims—even implicitly—for Mr 
Lloyd Webber's music than it will bear does 


its composer no service. Nothing he 
written to date approaches the condit 
opera; but that, after all, is not what he 
trying to write. 

Mr Walsh's book is not quite an “a 
rised” biography. lis subject co-operate 
with the author and was shown the fiti 
text, but had no right to vet it. Не wouk 
scarcely have wanted to. Of "Phantom Mi 
Walsh writes that it "represents such a 
beyond anything he had done to t 
that it can only be explained as one 
periodic quantum leaps that every real arti 
makes in his art", And there is much th 
in the same key. 

By the twenty-first century, Mr Loy 
Webber may be as passé as Ivor Novello 
More likely he will become the staple diet ¢ 
musical-comedy societies, the natur. 
cessor to Richard Rodgers; for he Aas | 
knack of writing catchy tunes, and ther 
no shame in that. 





Where communism isn't crumbling 


The critic imprisoned 


BENING 


INCHENG prison, where the leaders 

of China's democracy movement are 

being held before they are sentenced, 
isa “collection of grey buildings at the foot of 
the western hills about 30 kilometres north 
of Beijing. A few hundred yards short of the 
gate a small sign in Russian, English and 
Chinese warns foreigners not to venture 
farther. 


Prisoners arrive in darkness and are 


often invited to address "democracy salons" 
on university Sa ie Now, with Easte 
Europe in turmoil, his ideas will be all ¢ 
more provocative. China, he argues, 
ferent, and the road to democracy will 
harder. The country en had 2 000 
feudalism; it will take a long time tc abs 
the ideas of individualism, democrac 
human rights that have developed. 

rope and America over the past 300 ye 





held in solitary confinement, with 
one meal of steamed corn bread a 
day. The most recent inmates include 
Wang Dan, a student leader, and Liu 
Xiaobo, a literary critic and one of the 
four hunger strikers in Tiananmen 
Square. Mr Liu is likely to be sen- 
tenced to 15 years’ hard labour on 
charges of counter-revolutionary ac- 
tivity when he comes to trial. But his 
crime does not lie in what he did dur- 
ing the demonstrations; it lies in his 
vision of the state of Chinese culture, 
which is considered far more danger- 
ous. He stands accused by the media 
of corrupting youth with ideas of "ex- 
treme individualism", of "peddling 
reactionary racism" and advocating 
“the absolute value of money, sex and 
plutocracy." 

Once a lecturer in aesthetics at 
Beijing Normal University, Mr Liu is 
now being compared with Wei 
Jingsheng, who predicted that if the 
reforms were to succeed China would 
need democracy first. Mr Liu's essays 
were popular in 1986, before the first 
student demonstrations, апа he was 





Not ready for Paine yet 
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The mere collapse of communism, as diffi- 
cult as that appears to be, will not be impe- 
tus enough. 

For thousands of years, wrote Mr Liu in 
a declaration signed by the four hunger 
strikers in Tiananmen Square just before 
June 3rd, 


Chinese society has continued in the vicious 
circle of doing away with the old emperor and 
then crowning a new emperor. History has 
proved that the exit of one leader who is no 
longer popular and the entry of another cannot 
solve the basic question of Chinese politics. 


Contrary to its pretensions, the cultural rev- 
olution was not about the destruction of the 
old culture. Instead, it was “а restoration of 
feudalism" which brought "absolute au- 
thoritarianism to its summit.” “When all in- 
dividual rights are removed in a social caste 
system," wrote Mr Liu, "all slogans about 
respecting the will of the people are empty 
promises and a deliberate fraud." Both tra- 
ditional Chinese culture and the communist 
system, he claims, are based on the Confu- 
cian belief that the individual is by nature 
“evil, brutish and immoral”, civilised only 
by total subjection to the dictates of society. 

In Mr Liu’s view, therefore, the May 4th 
movement of 1919, which sought to rejuve- 
nate Chinese culture with imports of west- 
ern science and philosophy (including 
Marxism), was a failure. Nothing changed. 
Something much more brutal, intensive and 
long-term was needed to break the social 
structures down. What could it be? In a typi- 
cal burst of exaggeration, Mr Liu once said 
that China would need 300 years of western 
colonisation to bring about a real change; 
after all, it was colonisation that helped 
spread western ideas to the rest of the world. 
The People 5 Daily is now attacking him as a 
defender of colonialism, claiming that he 
wants to turn China into “а vassal state, po- 
litically, economically and intellectually de- 
pendent on western imperialist countries.” 

Extreme as he may be, Mr Liu is not 
alone. Many Chinese intellectuals, and 
many of the young, share the view that tradi- 
tional Chinese culture is rotten and inimical 
to progress. Last year’s highly controversial 
television series, “River Elegy”, put forward 
many of the same ideas. The series is now 
being harshly attacked by the octogenarian 
party diehards who, despite having done so 
much to destroy Chinese culture over the 
past 40 years,.are now posing as its protec- 
tors. To counter the arguments of “River El- 
еру”, the Beijing Evening News has been 
running a huge series of articles: 50 at the 
last count, and probably not done yet. 

Mr Liu’s best-known essay is “A Dia- 
logue with Li Zehou: Feeling, The Individ- 
ual, My Choice" in which he takes issue 
with another and older literary critic. Mr Li 
takes a more balanced view of China’s cul- 
tural past and has defended its good points; 
but he, too, is now believed to be in prison. 
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American choirs 


Cleanliness and 
godliness 


SALT LAKE CITY 


UTDOING even “The Archers” in 

longevity, the Mormon Tabernacle 
choir has just celebrated 60 years of broad- 
casting live, every Sunday, six hymns and 
“inspirational songs” over American radio. 
Paradoxically, the choir might sing even bet- 
ter if it were banished from the airwaves. Its 
conductor, Jerold Ottley, admits that his 
325 voices are often under-rehearsed as they 
work they way through "Home on the 





Decaffeinated sound 


Range", "The Battle Hymn of the Repub- 
lic" or "Climb Every Mountain". It is one 
of several handicaps that the choir has sur- 
mounted on its way to international fame. 

Most of the handicaps are self-imposed. 
The 3096 of the people of Utah who do not 
belong to the Church of Jesus Christ of Lat- 
ter-day Saints are blackballed, even if they 
sing like angels. So are Mormons who are 
less than devout. A prospective choir mem- 
ber must be recommended by his bishop as 
an active member of the church: honesty, 
morally clean, an abstainer from tobacco, li- 
quor, coffee and tea, and fully up to date 
with his tithes and offerings. 

The choir has a minimum membership 
age of 30; retirement is mandatory at 60 or 
after 20 years in the choir, whichever comes 
first. This makes musical nonsense. AL 
though most male singing voices do not fully 
mature before 30, many female voices ma- 
ture at 25-30. At 60, when the voices of most 
tenors and sopranos are deteriorating, many 
basses and altos are singing as well as ever. 

Mr Ottley is unapologetic. For Mor- 
mons, he says, the family comes before ev- 


erything, even the choir. Young people un- 
der 30 need to concentrate on getting off to 
a solid start in family life. They cannot af 
ford to devote 12-15 hours a week to choir 
work. The 20-years-and-out rule, he says, 
means that people do not have only one ex- 
perience, one calling in life. They go on to 
do other things. 

Despite these limitations, the choir has 
no difficulty attracting volunteers (al- 
though, like choirs everywhere, it cannot 
easily find tenors); and the quality of the 
singing is astounding. By dividing the choir 
into clusters of 40-48, with a near equal 
number of sopranos, altos, tenors and 
basses in each, Mr Ottley produces a bal- 
anced sound, with diction about as clear as 
300 voices could possibly be. The clusters 
also make it harder for any member 
to loaf; and they mean that the high 
voices can hear what the low voices 
are doing. 

The choir's main ambition › 
make each performance a spiritu — * 
perience for its audience: an audi- 
ence, plainly, that takes Readers Di- 
gest, eats Wheaties for breakfast and 
sticks fast to patriotism, Christianity, 
hard work and family. Given all that, 
the choir's sense of fun comes as a 
surprise. At the public rehearsals in 
the Tabernacle, Mr Ottley has both 
singers and audience laughing. “Hold 
your breath for two more bars. You 
won't die, though you may pass out.” 
"May I suggest that if you miss a note 
while we're singing you try not to go 
back and pick it up.” “I learnt a long 
time ago that giving this choir a break 
is like giving Al Capone the key to 
Fort Knox.” 

His secret weapon is the mellow- 
ness of a giant 11,000-pipe organ that looms 
over the choir and the Tabernacle itself. 
The acoustics are perfect. A pin dropped or 
a sleeve rubbed can be heard by every с i 
the 6,500 people the Tabernacle seats. ıı i» a 
happy accident that the man Brigham 
Young commissioned to design a tabernacle 
the shape of "half a boiled egg" was a 
bridge-builder. 





The Paris Ballet 


Exit Nureyev 


PARIS 


OR Rudolf Nureyev, the most famous of 

Russia's ballet exiles, these are hectic 
times. On November 19th he was back 
dancing at the Kirov Theatre in Leningrad, 
taking (at the age of 50) no less than the role 
of James in "La Sylphide”. Up until his trip 
back home, he had been starring eight times 
a week in the Yul Brynner role in "The King 
and 1”, touring across America. And mean- 
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while, nominally at least, he had been hold- 
ing down a job as head of the Paris Ballet at 
the Palais Garnier. Something had to give; 
and so on November 21st, when he got back 
from Russia, Mr Nureyev decided he would 
give up his Paris directorship, although he 
will stay on as chief choreographer. 





His position had been shaky for some 


time. His contract had expired on August 
31st, but Pierre Bergé, the managing direc- 
tor of both the Paris Opera and the Ballet, 
seemed in no hurry to renew it. Mr Bergé, 
already famous for firing Daniel Barenboim 
from the Bastille Opera, was thought to 
have other prominent casualties in mind be- 
fore his reign of terror was done. In the 
event, the parting seems to have been by 
mutual agreement and not unfriendly; but it 
was already quite clear, from a managerial 
point of view, that Mr Nureyev would not 
do. Mr Bergé was known to have been cast- 
ing about for a replacement, and had al- 


dy scheduled conferences with Mikhail 
yshnikov before Mr Baryshnikov sud- 


denly left his job as head of the American 
Ballet Theatre. 


The Paris Ballet requires its director to 


be in Paris for at least six months each year. 
In 1988-89 Mr Nureyev, still a world-wide 
darling of the public, spent about 80 days 
there. As an administrator, he claimed that 
his telephone bills, running at $1,000 a 


month, proved that he stayed in control of 


his company wherever he was, but it was 
control of a sort some Parisians did not care 
for: “unjust and despising, whimsical, 


authoritarian ... forcing his 


calamitous 


choreographies upon us”, as one critic put 


It. 


Mr Nureyev has been involved in public 


disputes not only with Maurice Béjart, a top 
choreographer who arouses much hostility, 
but with many others in the dance world. 
His popularity in his own company dipped 
when he tried to import star dancers, and 


Paris Ballet's two greatest stars, Patrick 


wupond and Sylvie Guillem, left in a huff. 
"Bergé told me to do whatever I wanted", 
Mr Nureyev used to say; although he also 
used to say, when something he did not 
want was suggested to him, "I'm not the 
charlady of the Palais Garnier.” 


In economic terms, getting fired from 


the Paris Ballet could only be good for Mr 
Nureyev. In February, he will be offered the 
chance to sign on for “The King and 1”, in- 
termittently over the next three years, at 
$50,000 a week. His Paris Ballet director's 
salary, by contrast, barely amounted to 
$1,000 a week. Siamese, if you please? 





We have recently discovered that we are missing 
copies of The Economist from January-June 1845. 


Would anyone who has a set please engage in a little 
monopsonistic bargaining with the editor, by writ- | 
L ing to us at 25 St James's Street, London SWI, 

















It's not as good as that Guernica, Lil 


Blooming East 


HE highest concentration of profes- 

sional artists in Europe is to be found 
not in Paris, or Florence, or Barcelona, 
but—by all accounts—in the East End of 
London. There, among the grubby 
streets and labyrinthine old warehouses, 
no fewer than 500 artists have their stu- 
dios; and for the past few weeks the pub- 
lic has been traipsing through, talking to 
the artists, looking at their paintings, 
and buying. It has all been part of the sec- 
ond East End Open Studio season, initi- 
ated and splendidly organised by the 
Whitechapel Art Gallery to coincide 
with its own exhibition of works by local 
artists. 

In artistic terms, the East End is flour- 
ishing. The Open Studios and the 
Whitechapel Open exhibition reveal a 
wealth of talent, media, styles and deter- 
mination. Artists attract other artists, 
and West End rents have become pro- 
hibitive; so private and commercial gal- 
leries alike are setting up here, in some of 
London’s poorest boroughs. 

The Whitechapel Gallery, which 
shows international avant-garde art and, 
at the same time, runs arts programmes 
for the rough and crowded local schools, 
remains the area’s cultural beacon. 
When the gallery opened in 1901 some 
critics accused its founder, Samuel Au- 
gustus Barnett, a local clergyman, of 
“softening the hooligan” with culture. 
Softened or not, working men and 
women crowded to the ambitious early 
shows. The 1914 exhibition “Twentieth 
Century Art: A Review of Modern 
Movements" helped establish the Gal- 
lery's reputation for fearless artistic inno- 
vation; it contained works by David 








THE ECONOMIST NOVEMBER 25 1989 


Bomberg, Mark Gertler and Isaac Rosen- 
berg, three young and impoverished lo- 
cal Jewish artists who have proved to be 
among the century's most remarkable 
talents. In 1939 Picasso's “Guernica” 
was shown at the Whitechapel. 

Until 1979 this was the only local 
place where East Enders could see con- 
temporary art. In that year, Matt's Gal- 
lery was founded as an independent 
space where artists could both create and 
show their work on site. Matt's Gallery 
was the precursor to (and is now part of) 
an East End circuit of internationally 
known galleries that show experimental 
and conceptual art. In 1988 Matthew 
Flowers moved his West End gallery east- 
wards to 4,500 square feet of warehouse 
space; his co-directors thought he was 
mad. But the rent was one-fifteenth of 
that which threatened their West End 
premises, and since the move the gallery 
(now "Flowers East") has more than 
doubled its business. 

Then there are the studios of the art- 
ists themselves, spaces rented at non- 
market rates from bodies such as SPACE, 
set up in 1968 as an artists’ self-help orga- 
nisation, and the ACME Housing Associa- 
tion. Some of these studio blocks and 
houses are threatened by property devel- 
opers, who have already taken over 
Docklands. Yet the mood among artists 
is generaly vigorous and optimistic. 
Names to watch out for include Mikey 
Cuddihy (born 1952), who paints exqui- 
site semi-abstract forms on a large scale, 
Leslie Hakim-Dowek (born 1960), who 
depicts both war-torn Lebanon and ethe- 
real flowers, and Shanti Panchal (born 
1951), a watercolour portraitist of re- 
fined technique and feeling. The 
Bombergs and Rosenbergs of the future 
may be here, down East. 
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THE WORLD ECONOMY IN THE 20TH CENTURY 
жч by Angus Maddison 
"Analyses 20th century economic growth—its magnitude, characteristics and causes— 
.; based on a sample of 32 countries representing 80 per cent of global economic activity. 
‘Using rarely assembled sources, the author describes four phases of development from 
:1900 through the present. . 
|. "Published September 1989 147 pages ISBN 92-64-13274-0 
::.US$30; £17; FF140; DM58 


NEW FORMS OF INVESTMENT IN DEVELOPING COUNTRY INDUS- 
RIES: MINING, Нее AUTOMOBILES, TEXTILES, 
FOOD 
: by Charles Oman 
` Provides industry-level data on joint ventures, licensing agreements, franchising, and 
feel слати contracts and assesses the impact of NFI on trade and investment 
5 between OECD and developing countries. 


` Published September 1989 276 pages ISBN 92-64-13188-4 
US$48.50; £28; FF230; DM95 


TRADE IN SERVICES AND DEVELOPING COUNTRIES 

> Examines the potential gains to LDCs from liberalisation gains in trade in services through 

"export opportunities, development gains and multilateral action. Focuses specifically on 
‘sectoral experience in the banking and financial services, insurance, tourism, maritime 

г transport, construction and engineering, professional services, and information and 

г computer services. 

| . Published November 1989 130 pages ISBN 92-64-13278-3 

US$ 15; £8.50; FF70; DM29 


JAPAN AT WORK: MARKETS, MANAGEMENT, AND FLEXIBILITY 
: by Ronald Dore, Jean Bounine-Cabale and Kari Tapiola 

"Analyses the mechanisms and evolution of flexibility in Japanese labour markets and 
‘examines the processes whereby workers and organisations adapt to new technologies, 
evolving markets and other changes. Also looks at the diversifying firm, the role of training 
and learning, the process of redeployment, and the lifetime commitment. 

“Published November 1989 91 pages ISBN 92-64-13264-3 
_ US$18; £8.50; FF70; DM29 


_ INDUSTRIAL POLICY IN OECD se ANNUAL REVIEW 
1989 


_ Provides quantitative indicators on industrial trends in OECD Member countries to allow 
fformances to be compared and reviews the main industrial policy measures 
implemented in each country. This year a special section looks at measures implemented 
_ to support small and medium-sized enterprises. 

Published November 1989 109 pages ISBN 92-64-13288-0 
209825; £14.50; FF120; DM50 
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| United States: 
“OECD Publications and Information Center, 2001 L St NW, Suite 700, 
Washington, DC 20036-4095. Telephone 202 785 6323. 
E United Kingdom 
HMSO Books, PC16 Publications ri 51 Nine Elms Lane, London SW8 
5DR 
: Germany, Austria, Switzerland: 
.OECD Publications and Information Centre, 4 Simrockstrasse, 5300 Bonn. 
Telephone 0228 216045. ` 


Чарап: 
OECD Publications and Information Centre, Landic Akasaka Bidg, 2-3-4 
Akasaka, Minatu-ku, Tokyo 107. Telephone 03 586 2016. 
All other countries: 
OECD Publications Service, 2 rue Andre-Pascal, 75775 Paris CEDEX 16, 
rance, Telephone 45-24-81-67. 
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Toll Free U.S. 
At current exchange rates books of 
American publishers will probably 
cost you less. Call for information. 
CALL is your personal book- 
store atthe end of the phone. Our 
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Multinational enterprises and 
employment 

by O. Kreye, J. Heinrichs and F. 
Frübel 


Employment by MNEs is stagnating, if not shrinking in some 
places. One reason is that recently a good proportion of foreign 
direct investment in the United States and Western Europe has 
taken the form of acquisitions of existing firms. Although such 
investments may have increased the share of MNEs in total 
employment, they are unlikely to have led to job creation. At the 
same time foreign direct investment in developing countries has. 
diminished sharply. This working paper examines the situs 

ISBN 92-2-106803-X £6.60; US$10.50; 


Measuring the indirect employment 
effects of multinational enterprises: 
Some suggestions for a research 
framework 
by N. Jéquier 
Much is known about the number of workers employed in 
multinationals, less is known how many additional jobs are 
generated for their suppliers of raw materials, components and 
subcontractors ("backward linkages}, or further up-stream in 
Sales, distribution, marketing, repairs and spare parts manufac- 
turing { forward’ linkages). Existing approaches are analysed 
and suggestions presented for measuring these and other 
Questions related to the indirect employment effects of MNEs. 
ISBN 92-2-106846-3 £6.60; US$10.50; SFIS 
Eurocard/MasterCard/Access and Visa 
accepted. 


INTERNATIONAL LABOUR OFFICE 


Vincent House 
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Overseas Development 
Natural Resources Institute 


‘Economists 
Chatham, Kent 


The Overseas Development Natural Resources 
Institute works with developing countries, helping 
them derive greater benefit from their harvest and 
animal products. 

: We are looking for agricultural economists who 
will help to develop ODNRI programmes, policies 
and methodologies and contribute to research 
projects. The fields of application of agricultural 
economics in ODNRI span rural production and 
marketing systems and you will work closely with 
natural scientists and technologists. The work will 
include overseas assignments to projects in agri- 
culture, forestry, fisheries and rural development. 

You must have a degree in economics, 
agricultural economics or development economics 
and have at least three years' professional 
experience, preferably including experience in 
developing countries. Specialisation is desirable 
in the application of economics in one of the 
following: agricultural and other natural resource 
commodity markets; agricultural marketing; rural 
technologies; farming systems; livestock; fisheries; 
forestry; renewable energy; the environment. 

One of the appointments will be initially for a 
period of three years with the possibility of 
extension to five years and/or permanency. 

Starting salary will be in the range £12,735- 
£17,440 with further increments, depending on 
performance, up to £20,400. 

For further details and an application form (to 
be returned by 19 January 1990) write to Civil 
Service Commission, Alencon Link, Basingstoke, 
Hants RG21 1]В, or telephone Basingstoke (0256) 
468551 (answering service operates outside office 
hours) or fax (0256) 846374. Please quote ref: G/8204. 

The Civil Service is an equal opportunity 

employer 












































‚ APPOINTMENTS WANTED 


::ECONOMIST-ECONOMETRICIAN, 

; 32, European postgraduate in develop- 
= ment economics, multilingual, experi- 
© ence with academic/international or- 
*.ganisations in Europe/Africa. All replies 
- acknowledged. Box 3676, The Econo- 
mist Newspaper Ltd, 25 St James's 
: Street, London SW1A 1HG. 





ENTREPRENEURIAL SPIRIT 


wih  writing/business/environmental back- 
ground, problem-solver, seeks employer with 
"vision" to see how my experience can assist 


his business. Researching my specialty. Flex- 
ible, team player, organised. self-starter. 
French, German. Relocation desired 


Elaine Kokoska, 126 Woods End Road, Fair- 
field, CT 06430, USA. Tel: (203) 259-2757. 
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in Econom 


In Association with Wadham College 


Applications are invited for the above post from candidates with 
teaching experience and a research interest in Applied Econom 
ics. Stipend according to age, on the scale from £10,458 io 
£21,852 per annum. : 

The post may be held jointly with a Tutorial Fellowship at 
Wadham College. 


RESEARCH OFFICER 


Applications are invited for the above post available at the 
Institute of Economics and Statistics commencing after 1 
October 1990. 





































fellowsh 













Further particulars may be obtained from Professor & 4. i 
Nickell, institute of Economics and Statistics, St Cross 

Building, Manor Road, Oxford OX1 3UL, to whom applica | 
tions (eight copies or one from those overseas) should be 
sent to arrive by 24 December 1989, 














































LECTURESHIP 


IN POLITICS UEF 
AND DEVELOPMENT NORWICH 


Applications are invited for a fixed term appointment for 
five years in the School of Development Studies, from 1 
February 1990 or as soon as possible thereafter. Appli- 
cants should preferably have a higher degree in politics, or 
if from another social science discipline have undertaken 
research on political problems in developing countries. 


Research interests of particular relevance to the School: 
include the analysis of bureaucracies and development 
institutions at international as well as national levels: the 
politics of social policy; and studies of the state and - 
development. An ability to teach on contempoary world 
development probiems will be an advantage. 


Appointment to a post in the School of Development 
Studies includes membership of the Overseas Develop- 
ment Group which involves up to one third of the Faculty 
member's time being supported on outside finance, often 
overseas. Appointment will be to the lecturer Scale A.- 
£10,458-£15,372 per annum or exceptionally Scale B 
£16,014-£20,469 per annum. 

Applications (three copies) should include full curric- 
ulum vitae with date of birth, together with names and 
addresses of three persons to whom reference may 
be made, and should be sent to the Administrative 
Secretary, University of East Anglia, Norwich NR4 
7TJ, from whom further particulars may be obtained. 
Closing date for applications is 15 December 1989, 
and interviews will be held in January 1990. 
UEA is an Equa! Opportunities Employer 
























: . The Frankfurter Allgemeine Zeitung is one of the 
world's leading newspapers. Our Business Informa- 
tion Publishing Division wishes to fill the position of 


EDITOR 


German Brief 


erman Brief, based in Frankfurt, is a weekly news- 
letter which provides the non-German business com- 
munity with information on Germany. 

Preference will be given to applicants with: 

* adegree in economics 

considerable experience as a business journalist 
and editor 

.near-native knowledge of the German language 
-a thorough familiarity with the economics and 
politics of West Germany 

Only English native speakers will be considered. 
Send letter of application and detailed CV in both 
English and German to: 


ankfurter Allgemeine Zeitung GmbH 
Informationsdienste 
О.Вох 10 08 08, D-6000 Frankfurt/Main 1 















: For 38 hours a week. E.7517. 


` Requirements: 

+ teaching ability, as indicated by experience 

* demonstrated academic creativity and extensive 

experience in carrying out academic research, as 

` attested to by a doctoral thesis and other academic 

publications of recognized quality, and preferably in 

supervising research carried out by others 

«a willingness to preform community services 

* executive capabilities and a willingness to participate in 
administration and organisation, as well as 
management experience 


of study and adjacent fields, 


< It may be part of the selection procedure that candidates 
. are invited to deliver a guest lecture. 


In case the appointee does not have command of the 
Dutch language, she/he is expected to acquire a 


2% Women in particular are invited to apply. 


























* a clear perception of the interrelations between the field 





Australia 


UNE 


THE UNIVERSITY 
OF NEW ENGLAND 
Equal Opportunity is University Policy 


ECONOMIC HISTORY 
(Two Positions: . 
8-Year Appointments) 


Suitably qualified applicants may be specialists in any field of the 
discipline, although for one post a candidate with research 
experience in either Asian or European economic history may be 
preferred. The appointments will run for a five-year term from 1 July 
1990. 


At present teaching: and research within the Department includes 
Australian, Asian, British, Russian and United States economic 
development, industrialization, tech: y and methodology. The 
Department teaches its own Honours and graduate students as well 
as providing courses for undergraduates taking Economics and Arts 
degrees. 
The Department consists of eight full-time staff members. 
Informal eae to Professor Malcolm 
(067) 73 2464. Overseas enquiries ISD 61.67 73 2464. 
LOCATION: Department of Economic History. 
SALARY: $31,259-$40,622. 
CLOSING DATE: 31st January, 1990. 
POSITION No: 551. 
lications should be addressed to the Human Resource 

anagement Centre, University of New England; Armidale 2351 and 
include names and addresses of three referees: and state ‘position 
number. Referees should be given a copy of this advertisement and 
asked to write direct to the Human Resource Management Centre by 
the closing date and quote position number. i 


ARMIDALE, NSW 2351 __ 


Falkus 


IMEEM NC MSS 


МАЕ s "CREE 


University of Amsterdam 


- The Faculty of Law, Department of International Law and International Relations, invites applications for the position of 


l professor (f/m)* of international law and international relations. 


reasonable knowledge of oral and written Dutch within 
two years following appointment. 


Gross salary depends on age, experiences and ranges from * 
ЮЙ. 6.957,- to ЮП. 9.957,- per month. 


Applications, quoting vacancynumber, with full 
curriculum vitae, a list of publications and references, 
should be sent to the Chairman of the Selection 
Committee, professor dr J.A. Ankum, ' 

Oudezijds Achterburgwal 217-219, 1012 DL Amsterdam, 
telephone 01031-20-525 3408, within three weeks 
following this publication. i 


Those wishing to call attention to suitable candidates may 
want to contact the Secretary of the Selection Commit- 
tee, professor dr Th.M. de Boer,- 

Oudezijds Achterburgwal 217-219, 1012 DL Amsterdam, 
telephone 01031-20-525 3403 or 525 3472. 
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‘International companies finan- 





w Jersey, hos compiled an 





UNIVERSITY OF 
MANCHESTER 


LECTURER IN EAST 
ASIAN POLITICS 


Applications аге invited for this 
post in the Department of Gov- 
ernment, tenable from 1 October 
1990. Candidates should have re- 
search interests and appropriate 
qualifications in the polities of 
either China or Japan or South 
Korea. Those with a broader in- 
terest in the political economy of 
the Pacific Rim are also encour- 
aged to apply. Initial salary in 
range £10,458 to £15,372 per 
annum. Superannuation. Particu- 
lars and application forms (return- 
able by 2 January 1990) from the 
Registrar, The University, Man- 
Chester M13 9PL. Tel: 061 275 
2028. Quote ref 270/89ЕС. 


The University is an Equal Op- 
portunities Employer. 


TURKS AND CAICOS ISLANDS 


EDITOR 
LLOYD'S SHIPPING ECONOMIST LONDON 


Lloyd’s Shipping Economist provides an international readership, wach - 
global analysis of supply and demand in the world-wide shi 
markets, through a combination of feature articles, regul ar 
reports and statistical up dates drawn from Lloyd's unique database, 

It is recognised as the pre-eminent publication in из Beld and has 
recently undergone a highly successful re-launch. 

Applicants with at least three years’ edi 

good. economics or business-related degree. Considerable wi 
experience and knowledge of the shipping industry is also essenti 

A highly competitive salary is offered together with a range of benefits | 
including à non-contributory pension scheme. | 
Please apply in writing with CV го: 


Sheepen Place, 
Colchester, 
Essex СОЗ ЗІР. 


(USA) and Ahmedabad (india), 
CIFAR will be opening offices in 
Paris, Vienna, Osaka and Sao 


i: f Paulo within the next six months. 


- | CIFAR would like to add 15 on- 

^ [ my level professionals worldwide 
fo the existing team of 25 col- 
leagues drawn from many uni- 


Economist 


The Turks and Caicos Islands is a British dependency in the Caribbean, with a 
population of around 14,000. 


The provision of economic advice is vitally important to the Government of Turks 


and Caicos. Reorganisation of this facility has led to the creation of this new post 
which has a brief to provide economic advice to all Government departments in 


versities and countries. 


Applicants should have a college 
degree in accounting or finance 
and be multilingual. Professional 
qualifications such as Chartered 
Accountant will be helpful. Those 
applicants completing their col- 
lege education by June 1990 will 
be considered. 


3 offer state-of-the-art research 
resources, individualized train- 
ing and a truly global working 
environment. 

Those interested should forward 
a detailed fetter and university 
transcripts to: 


















conjunction with a recently appointed Statistician/Economist. 


Under the direction of the Financial Secretary, your duties will cover all aspects of 
fiscal policy and development strategy in both the public and private sectors, 
ensuring that future economic growth is founded on the best possible advice. 


QUALIFICATIONS 


Applicants should be British Citizens, preferably aged 25-45 years, with a degree in 
Economics. You should be familiar with economic appraisal techniques, 
government budgeting and national planning, and have at least 2 years’ 
experience in working with developing countries. 


TERMS OF APPOINTMENT 


You will be on contract to the British Government for 2 years, on loan to the 
Government of the Turks and Caicos islands. Salary is in the range £26,675 
p.a. to £31,425 p.a. together with variable tax-free overseas allowances 
currently of £5,474 p.a. (single) and up to £8,398 p.a. (married). Benefits include 
children’s education allowances, free accommodation and passages, and annual 
















Or. and robe fare-paid leave. 
CIFAR, inc. For details and application form, please write, quoting the job title and ref 
601 Ewing Street, Suite C-16 AH364/TF/E to: Appointments Officer, Overseas Development Administration, 
Princeton, NJ 08540, USA. AH220, Abercrombie House, Eaglesham Road, EAST KILBRIDE, Glasgow G75 BEA. 
Or tel 03552 41199 ext 3218. 
Please clearly indicate which 
'CIFAR office you are applying for. 


| Interviews will be scheduled in 
` | major cities around the world in 
January 1990. 


CIFAR 
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HAROLD E. STASSEN CHAIR. 


j MM NUFFIELD COLLEGE, OXFORD 
`. IN INTERNATIONAL PEACE 


| NORMAN CHESTER SENIOR 













FOE PUBLIC AFFAIRS | 
UNIVERSITY OF zs RESEARCH FELLOWSHIP 
MINNESOTA Applications are invited from men and women 


holding academic appointments in higher educa- 
tion for а Norman Chester Senior Research 
Fellowship tenable for three months in 1990-91. 
The Fellowship is to support a period of concen- 
trated work on a research project in social stud- 
ies. Accommodation, some free meals and some 
stipend. Nuffield College is an Equal Opportuni- 
ties Employer. Particulars from the Warden's 
Secretary (ЧОР). Nuffield College. Oxford ОХ! 
1NF. Applications by 16 January 1990. 


SENIOR 
. RESEARCH 
ANALYST 


US-based international man- 
agement consulting firm re- 
quires a market research analy- 
sis professional in newly 
established ^ London office. 
Minimum four years experience 
with outstanding analytical and 
writing skills. Auto industry 
background and/or multi-lin- 
gualism preferred. Box No 97, 
The Economist Newspaper Lim- 
ited, 10 Rockefeller Plaza, New 
York, NY10020, USA. 


Newly-endowed Chair will 
have a joint appointment with 
Humphrey Institute and Politi- 
cal Science Department: Multi- 
disciplinary approach то the 
study of critical areas of inter- 
| national relations, to include 
international political econo- 
my, Third World development, 
international cooperation, and 
strategic economic issues of na- 
tional security. Tenured Asso- 
ciate or Full Professor, salary 
‘commensurate with credentials 
and experience, | Advanced 
| degree required. ; 
Applications and nominations 
‘due January 15. Send cv and 
names of four references to: 
Robert Kudrle, Humphrey In- 
stitute of Public Affairs, U. of 
„ММ, 301. 19th Avenue .So, 
Minneapolis, MN 55455. 
The U of MN is an equal op- 
portunity educator and em- 
„ployer and specifically invites 
and encourages applications 
from women and minorities. 













































































































` ECONOMIST/ 
RESEARCH ASSISTANT 


A leading international economic consultancy firm, with offices 
throughout Europe and North America, is seeking an Economist 
“and a Research Assistant to join our London-based team of 
economists responsible for producing integrated macroeconomic 
forecasts of the OECD countries. 
For the Economist post, applicants should have a good degree in 
economics and two to three years' experience of macroeconomic 
modelling and forecasting. Good written and oral communica- 
‘tion skills are essential. Knowledge of European languages would 
be an advantage. Previous commercial experience is not essential, 
‘and candidates with a public sector or academic background are 
welcome. 
For the Research Assistant post, applicants should have a good 
degree ín economics and preferably some relevant work experi- 
ence. Computer literacy and experience of working with large 
` international data banks are desirable attributes. 
A competitive salary and benefits will be paid in line with other 
leading consultancy firms. Please apply with CV to: 
Box No 3677, The Economist Newspaper Ltd, 25 St James's 
Street, London SWIA IHG. 















NTERNATIONAL PROPERTY 


| ST MAARTEN, 
| DUTCH WEST 
` INDIES 


“Furnished. holiday home, with 
ocean view and pool. US$395,000. 
Call London 01-748 8987 

s о fotdetails. | 


& Mountain resorts] 
Nos can own a CHALET/APARTMENT in MONTREUX 







































NATIONAL INSTITUTE OF ECONOMIC ANDSOCIAL RESEARCH 


SECRETARYSHIP 


The Council of Management invites applications for appointment 
as Secretary of the Institute from May 1990. The starting salary is 
likely to be about £30,000 per annum with pension provision 
under the Universities Superannuation Scheme. 


The National Institute is an independent, non-profit making 
research organisation of academic standing concerned particularly 
with contemporary economic issues. It employs about 40 staff and 
has an annual expenditure of about £1 million. In addition to 
responsibility for financial and administrative matters, the Secre- 
tary is expected to take part in the research programme of the 
Institute. 


Applications, together with full curriculum vitae and names of two 
referees, should be sent to the Secretary, 2 Dean Trench Street, 
Smith Square, London SW1P 3HE, from whom further particulars 
may be obtained, not later than 29 December. 












COURSES 
MBA & GMAT 
Taking ine GMAT or GBE ADVICE CENTRE 
We CAN help Fors Tola 
Write to: GMAT we sell the Official Guide, practice 


papers and a course on Dec 9th. 


Graduate Tutorials, GTAC Associates 
FREEPOST, London W5 4BR 
Tel: 01-993 3983 


For immediate attention contact 
PasTest UK. Tel: 0565-55226 
Fax: 0565-50264 


















































KIEL INSTITUTE 
OF WORLD ECONOMICS 


Advanced Studies in International 
Economic Policy Research 


August 1, 1990-May 31, 1991 


Outline: 
€ compact, up-to-date information on the most important areas of 
international economic relations through concentrated courses given 
by internationally renowned university professors and through semi-: 
nars given by leading representatives of international organisatic 
domestic policy institutions and international corporations; ` ? 
€ profound training of skills pertinent to international economic 
analysis, methods of empirical research, sophisticated information- 
gathering, the evaluation of economic policies and international 
business strategies; 
€ designed for economists holding a university degree who are 
interested in a career in international business, governmental and 
intergovernmental organisations, academic institutions etc. 


Courses: 
Macroeconomics in Open Economies 
Charles Wyplosz (INSEAD) 
The international Monetary System 
Jeffrey Frankel (Berkeley) 
international Financial Markets 
Richard Levich (New York) and Ingo Walter (New York) 
International Trade: Theory and Policy 
Elhanan Helpman (Tel Aviv): 
Trade and Development Strategies for LDCs 
james Riedel (Washington) 
European Economic Integration 
Michael Emerson (Brussels) and Niels Thygesen (Copenhagen) 
Methods of Applied Economic Analysis 
Gerd Hansen (Kiel) 
Political Economics in Open Economies 
Stephen Magee (Texas) 
International Corporate Finance 
Gunter Dufey (Michigan) 


For detailed information write to: 


institute of World Economics - Advanced Studies 
Düsternbrooker Weg 120 - D-2300 Kiel 1 - Germany 
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COURSES 





EXECUTIVE 


MBA 


GRAHAM SCHOOL OF MANAGEMENT 


SAINT-XAVIER COLLEGE UNIVERSITY 
CHICAGO 


® Offers its Master of Business 
Administration in Paris 


е Evening classes € Week-end classes 


Ш For professionals 
with an undergraduate degree 


E Winter classes begin: 15 January 1990 


Ш Financial aid is available 


FOR FURTHER INFORMATION-CALL 


IEMI/SAINT-XAVIER College University 
71, rue du Fg-St-Honoré-75008 PARIS 
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Announces a unique international one year MBA programme in 


ACCOUNTING AND FINANCE 


INDUSTRIAL POLICY AND 
STRATEGIC MANAGEMENT 


Starting September 1990 


Write or telex for more information to | 


Director RVB 

Endepolsdomein 150, P.O. Box 1203, 6201 BE Maastricht 

Telephone 043 - 618318, Telefax 043 - 618330, Telex 56729 

or 

RVB Singapore Liaison Office 

Goldhill Plaza 03 - 35/37, Podium, Singapore 

Telephone (65) 250816, Telefax (65) 2530448, Telex 55002 Tecnet - RS 


THE NETHERLANDS 
INTERNATIONAL INSTITUTE 
FOR MANAGEMENT 





MAXIM'S INTERNATIONAL INSTITUTI 
SCHOOL OF HOTEL MANAGEMENT 


EXECUTIVE 
HOTEL MANAGEMENT 
DIPLOMA 


For an international management 
ONE YEAR DII 


Study in English practice and worl 
our famous Maxim's Institute 
Theorical and practical training 
DAY COURSES / EVENING COURSES 
— Undergradus ite 


“луу! 


(1)42. 66. 66. 82 


|, RUE DU FAUBOURG SAINT- Н 








OURSES _ 


Competing Globally- 


the Programme in Japan. 
(13-26 May 1990) 


Japanese companies as buyers, suppliers, 
competitors or potential joint venture partners 
are.a reality of todays’ markets. Yet, most of our 
- thinking about global competition is dominated 
by a Western, often American, view. 

- This new programme is designed for 
` companies that are concerned about building 
. competitive advantage in an increasingly global 
market. It proyides a unique opportunity to look 
at world business from the Japanese vantage 
point. It will be held entirely in Japan. 
. Many companies are facing Japanese 
petition or considering entry to the 
expanding Japanese market; they may be 
~ potential distributors for Japanese products or 
uppliers to Japanese companies, or they may be 
considering joint ventures with Japanese 
partners. Companies i in any of these scenarios 
will find the programme of direct relevance. 

+ Participants will include Business 

|... Development Managers, Logistics Directors, 
.. Senior Marketing and Sales Executives, 
. Manufacturing Directors, as well as General 
Managers responsible for major strategic 
ions. | 
To find out more about the real advantages 
f attending this programme return the 
‘coupon, or contact Karen Mats, Registrar, at 


the address below. 


ака sido ijo tt nh کے کاک کج کے‎ m e tim ا کک‎ t i аа m i a 


: : Please send me e derüiis of the Competing Globally Programme 


Karen Moss, Registrar, Londoni Business School, Sussex Place, 
Regent's Park, London NWI 48A, UK. 
262 3050. Fax 01-724 7875. Tix 27461 LBS KOX G. 


USC IBEAR PROGRAM 


.xecutive Education for the Pacific Century 


Thirteenth Annual 
IBEAR MBA Program 
August 1990 > July 1991 


Unique one-year mid-career international MBA program 
emphasizing Pacific Rim business: IBEAR alumni are employed 
by more than 300 firms in 30 countries. 


Third Annual 
Asia/Pacific Business Outlook Conference 
March 5-7, 1990 


150 workshops and seminars by executives, USC faculty, and the 
Senior Commercial Officer from each U.S. embassy in Asia. Co- 
sponsored by the U.S. Department of Commerce. 


Sixth Annual 
IBEAR Pacific Rim Management Programs 
June 1990 


Five executive education programs on doing business with Japan, 
Korea, Taiwan, China and Thailand. 360 executives from 200 
firms have attended these programs since 1985. 


International Business Education and Research Program 
Graduate School of Business Administration 
University of Southern California 
Los Angeles, California 90089-1421 
Telex: 4720490 USC LSA 
Phone: 213/743-2272 
Fax: 213/749-5887 


qmm m m m mm ra s am m n m m m m m m m m nn m n n n 


PENNSTATE 
e EXECUTIVE PROGRAMS 


310 Business Administration Building 

The Pennsylvania State University 

University Park, PA 16802 

Phone (814) 865-3435 FAX (814) 865-33 
Telex: 910-240-5959 


—————— MO 


UPCOMING PROGRAMS 
Lj EXECUTIVE MANAGEMENT PROGRAM 
* January 14 ~ February 9, 1990 
e June 3 ~ 29, 1990 
* July 15 — August 10, 1990 
* September to December, 1990 (one week cach month) 


LJ. ENGINEER/SCIENTIST AS MANAGER PROGRAM 
* February 18 - March 2, 1990 
* October 14 ~ 26, 1990 


PHYSICAL DISTRIBUTION AND MATERIALS MANAGEMENT 
February 11 - 23, 1990 


March 18 ~ 23, 1990 


FINANCIAL CONCEPTS FOR GENERAL MANAGEMENT 
April 8 —13, 1990 





NAME 





COMPANY 
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ADDRESS . Т UTELEPHONE/FAX/TELEX 


m men nid‏ می nem nm‏ سے m‏ کہ ج i e em‏ کے ی شتا سے فت ا ت ج سا س ا 
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. COURSES 


DET E a t] 


ыр UNIVERSITY DEGREE 


: For Life, Academic & Work Experience 
Degrees for people who want o be more effective and 
secure in their Jobs or Professions. 
s BACHELOR'S MASTERS c DOCTORATE берзе by 


1 your degree req 
اسیا‎ ional casses o ннер ive oon bane ER URN 
Send detailed résumé on work life and academic experience for a no 
cost evaluation. 


PACIFIC WESTERN | UNIVERSITY 


Phone: 21 Ere d Folex fans er e 


а ——À—À —À —À À—— —À — —À — Ó— —À — — — — — — 


LANGUAGE 
LEARNING 


The foreign language RESOURCE 
for professionals who have to i 
communicate in real world: 


Self-instrac 
50 res: from Albanian to Hindi, ^ 
Italian to Welsh (plus English for business). 


USA TeleFAX: 
010-1-508 
» 871-2935. 


29 Lexington Rd., 
Concord, 
Mass 01742, USA. 


Strategy ir in Action 
12-16 March 1990 


Drawing upon the extensive international experience 
of the faculty, this programme considers how strategy 
should be adjusted to a multi-national context, whether 
pan-european or global and is for senior managers 
determined to put strategy to work. 

It looks at how to deal with global competitors and 
how.to get strategy to travel. It tackles head on the 
problems of communicating strategy апі еп embedding 
strategy into the day-to-day actions of every manager and 
employee. It asks where competitive advantage can come 
from; how advantage can be built and defended over time. 

To find out more about the key benefits of attending 
this programme, please contact the Programme Registrar 
Karen Moss, or return the coupon below. 


Please send me details of Strategy in Action. 
Job Title 
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Executive Programs 
The University of Virginia 


General Management 

O The Executive Program '90 - June 3-July 13, 1990 

O Managing Critical Resources - Charlottesville, Virginia : 
Feb. 12-23, 1990+ May 21-June 1, 1990 + July 23-Aug. 3, 1990 

C Managing Critical Resources - Cambridge, England : 
June 11 -22, 1990 

O Management Program in Australia - June 24-July 6, 1990 

O Young Managers' Program - March 11-30, 1990 


Leadership and Managing People 
O Creating the Future: The Challenge of Transformational 
Leadership - April 8-17, 1990 
O Creating the High-Performance Workplace - March 4-9, 1990. 
C) Leadership for Extraordinary Performance 
June 5-8, 1990 * Sept. 9-12, 1990 ° Dec. 9-12, 1990 
O Managing Organizational and Individual Change 
May 8-11, 1990 + Sept. 4-7, 1990 
O Power and Leadership - Oct. 8-77, 1990 


Financial 
C) Corporate Finance for Commercial Bankers - Feb. 11-16, 1890 
O Financial Management for Non-Financial Managers 

Jan. 21-26, 1990 • April 8-13, 1990 * Sept. 23-28, 1990 


Manufacturing 

C) Global Manufacturing Competition - March 4-9, 1990 

O Innovation and Technology Management “Oct, 14-18, 1890. 
C) Manufacturing Management Program - April 22-May 4; 1990: 


Marketing and Sales 

C) Marketing and Sales Executives" Program - May.6-18; 1990 - 

C) Marketing Strategy: Business to Business - April 29-May 4, 1990 

O Sales Management and Marketing Strategy - Jan. 14-19, 1990 
April 1-6,.1990 • Sept. 9-14, 1990. + Oct. 28-Mov. 2, 1980 


m Topics 
O Evaluation of Capital Projects - Feb. 25-March 2, 1890 
9 Managing Information Technologies - March 18-23, 1990 
ЇЗ Mergers and Acquisitions - Nov. 5-9, 1990 
© Strategic Management for Line Managers - April 16-20, 7990 


Please return this ad to receive a detailed brochure 
for each program checked. 


Name 


Company |... ... 


Mailing Address 


City/Country/Postal Cede — 1... 
Mail to: Executive Programs (Dept. 4E), The Darden School, 
Box 6550, Charlottesville VA 22906 Phone: (804) 924-3000 
Fax: (804) 924-4859, Telex: 822422 UVADARDEN 















GEMENT PROGRAM FOR 
XECUTIVES (MPE) 


THE MA 


























For some companies today, winning at business is more difficult 
than ever before. Monopoly is no longer an option, risks 
abound, and checkmating foreign competition is hardly a trivial 
pursuit. And for people like you who manage these companies, 
the hazards of performing on an uneven playing field full of 
hurdles can be costly. The ever-changing rules of the business 
game keep unprepared managers running in place. 
Cb. The Management Program for Executives (MPE) at the Univer- 
sity of Pittsburgh helps managers overcome these obstacles. It 
is a fast-paced general management program designed to keep 
seasoned managers challenged and involved. That's why over 
the past 40 years more than 3,000 executives from 75 countries | 
och gram for Executives. | 
0 SESSIONS: | 
APRIL 22 - MAY 25 * SEPT. 16 - OCT. 19 | 





То make a reservation or obtain more information, 
please contact: 
Richard E. Headley 
Director-MPE 
University of Pittsburgh 
27301 Mervis Hall i 
Pittsburgh, PA 15260 | 


@ University of Pittsburgh 


JOSEPH М. KATZ GRADUATE SCHOOL OF BUSINESS | 


Telephone: (412) 648-1610 
Telex: (Intl) 199126 | 
Ках: {412) 648-1693 | 





HOME STUDY COURSE ineconomics. 
A 10-lesson study that will throw light 
on today's baffling problems. Tuition 
free—small charge for materials. Write 
Henry George Institute, 121 E 30th 
Street, New York, NY 10016, USA. 


Ph.D. os Ed. D. 
Fer the Acie 


в Your doctorate can make a differ- 
ence. Without interrupting your 


career, earn your doctorate in 
Administration / Management, Edu- 
cation, Health, or Human Services. |. 
а Build upon your professional expe- 
rience while working with nationally 
recognized faculty toward your 
doctorate. Accreditation: Candidacy 
Status granted by the North Central 
Association of Colleges and 














BACHELOR, MASTER, DOCTORATE 
EARN A DEGREE. Use your fast experience as 
tredit toward your degree. No classes, semi- 
nars or on-campus ао. Studies build 
i fi your rience. Selt-paced. Sen 
Кеше For No Cost Evaluation. 


STIW. Shd. 
Suite 


Schools. 
s Prerequisite: Masters or equivalent. 
WALOEN UNIVERSITY, Dept. EC 
s Main Office 
415 First Avo. N. 
Minneapolis, MN 55401 


MASTERS DEGREE 
IN INTERNATIONAL 
ECONOMIC MANAGEMENT  , 


* The degree aims to prepare students. for careers in 
international finance or as administrators in the interna-. 
tional economic sector or as export managers. 

* Courses include International Money and Finance, Inter- 
national Trade Policy, East-West Trade, Economics of the 
European Community, Development Finance, Economet- 
rics of Financial Markets. 

Further information from: The Graduate School of 
International Studies, The University of Birmingham, 
Edgbaston, Birmingham B15 2TT, Great Britain. 


























| Oxford 


business. 


Case Studies 

The course is taught by the use of over 100 
actual business case studies and selected 
lectures in a living and working environment 
especially designed to foster the exchange of 
ideas between faculty and participants, and 
among participants themselves. 


„ Templeton College. 


128° 


Advenced Management Programme 


The Advanced Management Programme is a six-week programme concerned with the overall 
development of the business enterprise and the determination and implementation of 
corporate strategy. It is designed for managers whose problems involve the co-ordination and 
direction of the different functional parts of a business; where the need is not to know more about 
their own function, but to understand the problems and thinking of managers in other functions of the 


| Э [ў Odor oxi SNY те10865]735422 Telex 83147 alin TEMCOL Telecopier (08651 736374 


8 July - 11 August 1990 


A MP For twenty-four years the AMP has 

provided the very best of American 
teaching style in a European setting, drawing 
on distinguished Senior Professors from 
America's finest business schools. Since 
1983, AMP has been based at Templeton 
College, the Oxford Centre for Management 
Studies. А 


Price £6,700 + VAT 
Residential, all materials included. 
Enquiries to Wendy Jenkinson 
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SANIBEL ISLAND 
FLORIDA 


Large, airy private home. Two bed- 
rooms, three baths, pool, tennis. 
Two minütes.to- Gulf of Mexico 
beach. National. Bird. Sanctuary 
nearby. Available April. 25-May 25. 
Write Owner, PO Box 1416, Sanibel, 
FLA. 33957, for pictures and details. 


.. Licensed US Attorney 
Legal counselling for individuals 
{апа corporations wishing to immi- 
grate or do business in the US. 
ultilingual. 
Daniel A. Austin 
Attorney at Law ` 
| 1301 West 22nd Street-Suite 807 
Oak Brook, IL 60521-2077 USA 
Tel: (708) 571-1734 
Pax: | 573-8540 


‘\CUURSES 


BUSINESS & PERSONAL 





US TAXATION 


US Expatriates 
Resident/Non Resident Aliens 


Sonya Morrison Clark 


Certified Public Accountant 
125 Main St, Westport, CT 06880 
Tel: (203) 222-9670 
Fax: (203) 454-7890 





KNIGHTSBRIDGE 
GREEN HOTEL 


A small family owned hotel in Knights- 
bridge which has been totally remodelled 
and refumished to a high standard. 
Suites £95 Doubles £80 Singles £65 incl 
VAT & SC. 


"A comfortable, Issly kept little hotel 
in the heart of 
Ronay. 








rete tpt eo 


reservations 01-584 
or write to 189 Канал 
SW1X 7PD, fax 01-225 1635. 






For 
627 








И TEACH 
КҮП 
ONE OF 
40 B 
LANGUAGES 
IN ONLY 
60-80 
HOURS 





|Atrikaans 
Amharic 
Arabic 
Bulgarian Polish 
Chinese Portuguese 
Cambodian Russian 


Korean 
Norwegian 
Persian 










Haitian 
Creoie 
Hausa 
Hebrew Tw 
Hindi Urdu 
Hungarian Vietnamese 
Indonesian Yiddish 
we italian Yoruba 
Japanese Zulu 


RING US 
E OR WRITE FOR YOUR 
FREE 
CATALOGUE 
f 01-937 1647 


SEMINARS 






Turkish 
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users of credit risk analysis. 


40 Duke Street 
f London 
` WIA 1DW 


Business 


national 
со MORAL ЖИНИ NEDHENG ано ADVICE 





: ECONOMIST NOVEMBER 25 1989 


Intelligence Unit 


FORECASTING UNIT, COUNTRY RISK 
SERVICE SEMINAR 


CREDIT RISK IN EASTERN EUROPE 
December 6, 1989—Frankfart 


Agenda: Economic consequences of perestroika in Europe—East 
and West; Western business response to the reforms; Poland and 
Czechoslovakia; Credit Risk in Eastern Europe. 


Á limited number of places are available to financial and business 


For more details, contact Rossella Black 





LANSDOWNE 


College 


IN LONDON 

[€] Small classes for participative, 
case-study teac 

[е] International student body 

[e] Experienced business faculty 

[e] Full-time: 12 months starting 
in January 1990 

[е] Part-time: 18 months ~3 years 
(evenings) 
Convenient central London 
location in Kensington 

Apply now for Prospectus for January start to: 

Admissions Department, 

3/5 Palace Gate, London W8 5LS. 


TEL: 01-584 9696 











Tel: 01-493 6711 
Tix: 266353 EIUG 
Fax: 01-499 9767 
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USA: 12% 


Package of three US income proper. 

ties, credit tenant, long tenn NAN 
| leases. US$1,250.000 firm. US visa 
| possible for qual. investor. Reply io с. 
SWISS CONSULTANT 

GROUP (USAJI 
Fax +1813 254 00 


Incorporate in USAT 
Tax-haven Nevada allows bearer. 
i bonds, secrecy, 10096 foreign own 


VAT — CANADA 


Value Added Tax coming to Canada 
January 1991. 

Canadian firm seeks UK or European 
(English speaking) VAT consultant to 
help with finer points/develop strategies. 


Fax: (418) 638-2133 


иш LONDON EN 
Quality serviced apartments offering best Ж 
Щ value for money. Gur apartments offer Е 
pe savings compared to hoteis. 
n шу serviced, private bathroom, kitchen, 











































Bp TY, telephone, central heating, elevator. m | ership. Legal services. available: 
п i a | plus Nevada bank account. 
Garden Apartments i jeer н 
п 3 Ashburn Gardens m ә  NEVADAINTERNANONAL — 
South Kensington, London SW? 4DG, UK ¦! CORPORATE У Sd 
ЩЕ ыыы | 
: | 1401 Trolley Way (300) °° 





Carson pity Nevada DT ү 
ах: a 
WILLETT HOTEL 


32 Stoane Gardens 
London SW1W 8DJ 
Tel: 01-824 8415 
Fax: 01-824 8415 
Teiex: 926678 
Small character town house off Sloane 
Square. All modern facilities. Full English 
breakfast inclusive of very modest rates. 


A LINBAR EXCLUSIVE HOTEL 


LONDON 


South Kensington 


Luxury fully furnished one and two bed 
flats in quiet cul-de-sac off Queens Gate: 
Resident manager, direct dial telephones, 
video security and colour TV. Weekly 
rates from £266 to £560 plus VAT 


FULL DETAILS: TEL 01-225 0184. FAX 
01-225 0280. TELEX 893095. 


HANDWRITING ANALYSIS. 


Suspect Documents: Examiner of 
Forged/Anonymous writing. 

Also 
Personnel/Character Assessment. 


P. Lavell 
9 Village Close 
London NW3 5AH 
Tel: 01-794 6060 


WHOLESALERS/ 
RETAILERS 


African Beverage Company seeks Internation- 
al Wholesalers and Retail outlets for huge 
weekly suppiies of African Palm Wine. Inter- 
ested parties to contact: 

Mike Brooks, African Beverage Company, 
London (UK). Tel: 01-404 5011. Fax: 01-831 
9489. 



























TOWER STREET | 
RAMSEY 












IMMIGRATION-—CANADA 
One of Canada's largest investment houses offers bank or first morgage 
guaranteed investments in the Investor-Immigrant Program. 


We are leaders in the field of Investor-immigration in Conada. Confidentiality i 


ass А 
















a , Beaubier 3 Inc. 
C/O Me Lon Leblanc or Me eh БО Moni, Conc на ? 
Telephone 514/879-3578 Fax 514/879-16 


WIDEN YOUR MARKET 
We can represent you in London and provide comprehensive administrative 
services + basic research. Associates in EEC, USA and Hong Kong 
provide similar services. We also incorporate and administer companies in 
most countries including offshore. 

Contact: McHattons (Chartered Secretaries), 48 Grafton Way, London WIE 
SLB. Telephone (1) 387 2838. Fax: (1) 388 4932, Telex: 29730 DX 3106. 























1967 DB6 


— ASTON MARTIN — 
Extensively Refurbished 
VERY ELEGANT 
Claret with Cream Interior 
INVESTMENT POTENTIAL 


or a surprise for votre Petit Chou 


£62,500. 
Telephone 0795 470291 (UK) 


Sarah Hodge Recruitment Consultants 


| Need a Top Secretary? 


Call (01)434-0030 
215-217 Oxford St London WIR ТАН 



























HOW TO LEGALLY OBTAIN A 
SECOND FOREIGN PASSPORT 


US IMMIGRATION 


Obtain US Immigration through pur- 
chase of secured and well-rewarding 


real estate or opening of American 
branch companies, etc. ALL MAT- 


TERS HANDLED BY A LICENSED US 
ATTORNEY/PhD ECONOMIST. 


Contact: Edward P. Gallagher, Attor- 
ney-at-Law, PO Box 70302, Wash- 
ington, DC 20088 USA. Tel: (301) 
299-7269. Fax: (301) 983-3439. 





am 


Sales «Operating Leases 


Insurance» Support Package 


Tel: 01-759 7015 
a Telex: 8952145 
Hist Contact Neil Harrison Fax: 01-759 7305 














WHY NOT ECONOMISE 
WITH OFFLINE DATABASES? 


(Available on CD-ROM, 3?" or 5" diskettes) 


A vast selection of realistically woe and sensibly organised time series is now 
available on Compact Disk and floppy diskettes. This allows users to monitor the 
of policies, and to evaluate future trends, with the speed and economy of 
a personal computer. Data can now be accessed at a fraction of the cost of on- 
line access — free from the excruciating costs of telephone delays and 
transmission errors. 
OFFICIAL SOURCES OF DATA 
Statistical Office European Commission (harmonised data) * Organisation of 
Economic Cooperation and Development * International Monetary Fund * 
Citibase (USA) * Deutsche Bundesbank * 
COVERAGE 
Economy * Finance * Industrial Production and Surveys * Labour Statistics * 
Energy * Foreign Trade dame | 3-8 digit codes) * Social Conditions * 
ay drones * Forestry * Fisheries * Regional Statistics (EEC member-states only) 
* World Commodity Prices (US dollar/£ sterling/SDR) and Indices * 
UPDATING FREQUENCIES 
Annual * Quarterly * Monthly 
APPLICATIONS 

* Updates and revisions of data are executed with minimal key-strokes, 

leaving historical data in a central databank undisturbed — databank 

management software is free of charge. 
* Data are readily exported to spreadsheets, etc. 
* A wide selection of independently pricea data-packages limits excess 

purchase of unwanted data. 
* Optional desktop analysis software is available with statistical analysis and 

graphs for reports, etc. 

MINIMUM PROCESSING REQUIREMENTS 
vua eead compatibles. MS-DOS2.1 or higher/MS-OS/2 with 512K RAM. 20Mb 
a 
























For free 48-page catalogue of off-line statis- 
tical databases, including uniquely econom- 
ical databases on developing countries: 

4 Global-Stats Ltd, Unit 1, Clarks Industrial 
Estate, Newtown Road, Hove BN3 7DN, 





United K . Tel: (0273) 725221, Fax: 
(0273) , Telex: 46690 ICC X G (Attn. 
7 А1113). 
130 
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2ND PASSPORT/DR LICENCES. Апу 
country, various reports on how to 
obtain them. INI, 26 Kleomenous, Ath- 
ens 10675, Greece. 


INVESTMENT IN MEXICO: Advice for 
forming companies, joint ventures, tax 
planning, permanent address for doing. 
business in Mexico. Grupo Cadmo, PO 
Box 5-127, Mexico City. Fax 905 545- 
37-48. 


We are available for assignments 
in Liaison, Research 


WESTERN STATES 
ENTERPRISES 


Po Box 8417 
Salt Lake City, Utah 84108, USA 


DIPLOMAT 
HOTEL 
2 CHESHAM STREET 
BELGRAVIA 


L 
LONDON SW1X 8DT 
Tel: 01-235 1544 
Telex: 926679 DIPLM TG 
Fax: 235 1544 


In exclusive Belgravia within walking 
distance of Harrods. Provides unsur- 
passed opportunity for super accom- 
modation and full English breakfast at 
exceptional value 


Single bedroom from £49.95 + VAT 
Double/Twin from £74.95 + VAT 
A LINBAR EXCLUSIVE HOTEL 


POPU 


Spreadsheet, Database 
] Word Processor 
Windowing, Mouse 
d any of the above terms 
mean anything to you, the 
chances are that you have 
] an IBM PC or compatible 
on your desk at work. The 
[| chances аге that also you 
do not particularly enjoy 
[| using it. Electronic Arts 
would like to reintroduce 
[| you to your PC, with 
Populous, one of the most 
successful computer 
games of all time It's not » 
Û every day you get to play ^^ 
God 10 an entire people, “__ 
Ц hundreds of worlds at your 
fingertips, an opposing 
! deity 10 conquer 
With graphics and sound 
that bring your PC to life, a 
1 new and meaningful 
relationship will develop 
[| between the two of you 


KNIGHTSBRIDGE AND MARBLE 
ARCH. Luxury flats. Colour TV. Long/ 
short lets. £280/420pw. Tel: 01-723 
0707. Fax: 724 3026. 





SHIRTS FOR THE CONNOISSEUR. 
Made to measure and hand cut from 
fine fabrics. Details and free sample 
materials from Seymours Shirts, Free- 
post, Dept 29, Bradford BD1 1BR 





START an Import/Export Agency. No 
capital or risk. Immediate access to 
profits in world trade. FREE booklet. 
Westlink (C), 55 Constitution Street, 
Edinburgh EH6 7AY, Scotland. 


INT'L TRADE SERVICES. Worldwide 


Fin. Services. Loans all kind, small, 
large. Venture Capital Int'lly. Doc. 
Credits. K.S. Int'l Trading 2N. Riverside 
Plaza Suite 2400 Chicago, Ill 60606 
USA 





OVERSEAS POSITIONS. Hundre: 
top-paying positions. All occupat.. 
Free details. Overseas Employment 
Services, Dept EC, PO Box 460, Town 
of Mt Royal, Quebec, Canada H3P 
3C7. 





"HENLEY'S FORMULAS’. 10,000 
ideas. Research, workshop, chem, sci- 
entific methods. 800 page book A to Z. 
1096 disc libraries. Burke Assoc, 
Books, Box 248, Manchester, MA, USA 
01944. Other books located. 


LOUS’ 


Tug POWER. 


THe GLORY 


To find out what your 
computer is really for, drop 
into your nearest computer 
dealer, or contact 


ELECTRONIC 


ARTS 
“т ә 
ley Berks SL3 BYN Tel 0753 49442 








ы а = — = r= TUTTI 
TAST ETER TNES TEE TTT 1 TEE 
eae Fe 42 j t t. + 1 э” uw н | 


ECONOMIC AND FINANCIAL IMDICATORS 1 


cE M» аю | 
OUTPUT, DEMAND AND JOBS Britain's GNP rose by 2% in the year to the third quarter, slighty COMMODITY PRICE INDEX 





























slower than the 2.296 shown in the previous quarter. The year-on-year rise in Italy's GNP was Australia’s wool industry is 
unchanged at 3.1% in the second quarter. Sweden's industrial production climbed by 4.9% in the in trouble. World demand 
12 months to September. Britain's jobless rate fell to 5.9% in October, the first time in nine years it | for wool has slumped this year. With con- 
has been below 6%. Switzerland's jobless rate was stable at 0.5% in October. At the other end of | sumers already well stocked, the Australian 
the scale, Italy's was unchanged at 16.6%, while Belgium's edged down to 10.3%. Wool Corporation is having to buy up to 60% 
% change at annual rate of the wool on offer at the weekly auctions to 
industrial production owes —  — — retalsales [volume] unemployment % rate | Keep prices above the floor of 870 cents a 
Заб 1year 3mthst 1 year 3 mthst 1 year latest year ago kilogramme. The Awc stockpile now stands 
Australia +55 +46 u +25 +39 @ —02 +350 60 ow 69 at 1.3m bales, up from 189,000 bales at the 
Belgium +34 +46 м na na *37 +08 wi 103 oa 1 beginning of the season in July. It may reach 
Canada +03 — 04 m +06 +25 o — 29 nil Aw 74 oa 79 3m bales before the market picks up. The 
France *81 +48 м +32 +38 @ — 44 + 11 De 95 s 102 AWC started the season with enough money 
W. +85 +33 w +20 +49% +31 +06 5 78 oa 86 to buy around 1.8m bales, so it will have to 
Holland + 88 + 56 Aw +15 +47 o + 48 — 02 rt 56 5", 62 borrow in the new year. Wool exports earned 
+10.2 +21 м + 17 + 31 ш + 78 — 7.4 бє 16.6 oa" 16.5 Australia a record ASE billion in the 1989 
+15 +38 sp — 3,1 + 48 x —14.9 +77 м 22 sep 25 à 
Spain +44 +23 ^ na na + 99 + 97 л 16.5 oa 18.9 pir r qm they are likely to earn 
Sweden —17 +49 s na + 26 @ +75  - 13» 15 o° — 17 , ч 
Switzerland —219 +09 o -34 +14 а F26 +13 м; 05 om 06 
+70 —04 s +99 4200 —19 | +03 е 590 76 ни iW ae m 
í +07 +14 m +25 +290 +70 +41 w 5.3 оа 53 month year 
avare index deflated by CPI,** New series Dollar index E~ 
- All items 1297 — 1273  — 19 -139 
PRICES AND WAGES America's consumer prices rose by 4.596 in the year to October, up from | Food — — 1009 юз +20 126 
September's 4.3% year-on-year increase. Britain's annual consumer-price inflation slowed to — inseam Es i25 
7.396 in October; Canada's consumer prices rose by 5.196, and France's increased by 3.596. MR 408 IRE Oy 430 
Average earnings in Britain increased by 996 in September, a real rise of 1.796 after allowing for Motels 1180 445 es Ty 
consumer-price inflation. Swedish annual wages rose by 11% in September, a real rise of 4.6%. Sterling index = > oa 
% change at annual rate All items 105.2 104.2 +05 +08 
consumer prices* wholesale prices* wages/earningst Food 81.8 820 +46 + 23 
3 mthst 1 year 3 mthst 1 year 3 mthst 1 year Industriais 
Australia $65 89 4103 +76 м +63 +76 mm -H RAS ue)  — 19 = 08 
Belgium +39 +36 о TT 71). nil + 48 a* эн — 116 пшр 24 +195 
Canada F +51 о 248. : ЦЕ 18:92 X427 — + 87 м sens 22.003 _- 49 90. 
France + 27 +35 оа + 26 + 810 + 52 + 39 м" 
W. Germany +08 33 « +08 430 te +19 335: oers o. 10 —19. 
Holland 4 33 + 14 о = 18 +27 s + 16 +16 m — ——— — 
Italy + 46 + 68 oa + 28 + 61 м + 81 + 61 м" — " BA. ж?з —44.— 98 
+ 06 + 26 + 13 + 33 оа + 42 + 46 
ET rne — t3 tarm tar rim | TIES 
Sweden + 55 + 64 оа + 23 + 66 sw +183 +110 э" éd o ТЕ БиМ ГЕТ ҮЙГЕ, 
Switzerland + 27 + 37 оа + 04 + 3.6 оа +15.7 t36m* $ per oz 38925 40425 +98 = 33 
UK +47 + 73 о +47 + 49 оа +70 + 90 5 mit: oT. 
Pe + 3.2 + 4.5 oa = 01 + 49 оа + 54 + 40 oe $ per barrel 18.45 1860 — 11 +389 





І О mont earnings tor di employees. “Oh валад; Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly $ Provisional $$ Non-food agriculturals 





B ASIA’S GROWTH The Pacific economies 
are expected to grow more slowly in 1989 
than in 1988, but they will outpace most 
industrial countries. Thailand and Singapore 
are likely to have topped the league this 
year, with growth rates of 9.1% and 8.5% 
respectively. Last year’s winner, South Ko- 
rea, will suffer the sharpest slowing of 
growth, from a 12.2% rate in 1988 to an 
expected 7% in 1989. Growth in China is 
also likely to fall; its net-material product (a 
planned economy's rough equivalent of GNP) 
should fall from 11.4% to 7.1%. Australia, 
the laggard of the Pacific economies, is still 
forecast to grow at the healthy rate of 3.9%. 
Japan is likely to have the second slowest 
growth for 1989, at 4.8%. Indonesia is the 
only country expected to grow faster in 1989 
than 1988: 5.3%, after 4.4% last year. 


Footnotes applicable to all tables. All figures seasonally adjusted except * not seas. adj. t Average of latest 3 months compared with avg. of previous 3 mos, at annual rate. na nol available 


Bd. 131 
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ECONOMIC AND 


ш TRAVEL Tourists accounted for 55% of 
foreign travel in 1987, a slight increase on 
1980 when they made up 5396 of travel. 
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FINANCIAL INDICATORS 2 


Vee dCMYME 
WORLD BOURSES Tokyo drifted to a new high, finishing 0.8% up on the week. Frankfurt lost some 
of its early gains, but still finished 1% higher. Wall Street rose 1.1%. London fell 1.3%. Worried 
about inflation and foreign trade, Stockholm suffered the largest decline, 4.3%. 







































































Businessmen also increased their share, | Stock price indices % Change on 
from 19% to 21%. The decline was in those Nov 21 = one one record 31/12/88 
who could not make up their mind why they high low week year high asa PE 
bnc travelling; they comprised 24% Of | Australia 1629.3 1781.8 1412.9 —03 4102 -233 + 95 +281 
arrivals іп 1987, against 28% in 1980. Моге | Beigium 6548.6 6805.3 5519.3 *13 4222  —38 +177 +S 
than three-quarters of those arriving in Brazil | Canada 39036 40378 33508 . — 02 — 4207  —44 167 +190 
and America are tourists, the highest shares | France 515.4 561.6 4179 +05 4326 —62 4240 +212 
in the survey. Pakistan is unpopular with | W.Germany _ 1888.7 2056.8 15957 + 10 4190  -—171 4143 +114 
holiday-hunters; fewer than one in three of Holland 191.1 210.5 166.7 — 05 + 226 — 92 +15.3 +12.5 
its visitors аге on holiday, a 10% decline | Hongkong 2817.2 3309.6 2093.6 IA O ИАС Sa, TRE + 48 
from 1980. Japan has seen the biggest jump Italy 665.0 734.8 577.5 + 13 * 155 —26.8 +128 + 99 
in the proportion of businessmen heading for Japan 36059.9 36059.9 30183.8 + 08 + 223 nil +19.6 + 40 
the country, up from 10% of visitors in 1980 Singapore 1349.4 1431.9 1030.7 +12 + 35. —10.4 +29.9 +28.9 
Jt South Africa — 25640 2838.0 1961.0 —06 +33 -97 45312 +259} 
to 27% in 1987. Spain 298.0 328.9 268.6 04 + 55  —94 +86 +54 
Sweden 3928.3 4660.3 3333.9 —43-.. - 221  -—157 +441 * 88 
T of 1980 Switzerland 7410 829.1 613.1 +12 4321  -106 +227 +140 
=” UK 2185.1 2426.0 1782.8 —13 +200  -106 4219 +55 
Pome جو‎ amis mds MEN. Che USA 2639.3 27914 2448; re EM BI HAT HONE 
tConverted at financial rate 
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MONEY AND INTEREST RATES Тһе narfow measure of America's money supply rose by 0.3% in 
the year to October, the first rise in four months. Britain's narrow money grew by 5.3%, and and its 
broad money by 17.296 in the same period. West German corporate-bond yields fell by 0.196. 


Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 









































lending months long-term 3 months 

Australia + 55 +29.0 sp  18.30'' 1827'* 20.50°* 18.00'* 1322'** 1422'* 17.75 14.42 
Belgium +57 + 81 о 9.50 9.80 12.25 9.65 9.52 9.17 9 88 9.35 
Canada + 48 +11.1 oa 12.00 12.28 13.50 12.28 9.44 10.20 1188 1125 
France +52 74.4 1025 1050 10.50 10.69 9.10 971 1056 9.71 
W. Germany + 4.7 + 5.1 Sep 7.35 8.25 9.50 7.51 7.90 7.90 8.19 7.75 
Holland +66 +124 а 8.28 8.48 10.25 8.48 7.92 8.31 8.38 7.89 
Italy +76 +92 s 1263 13.13 14.00 na 12.34 11.80 1263 11.46 
Japan + 7.2 + 99 se 6.13 5.74 4.88 2.04 5.54 6.09 6.75 5.82 
Ѕраіп +13.5 +13.9 оч 1518 15.34 16.25 775 1286 14.05 15.50 па 
Sweden na +65 44 11.65 12.15 1250 12.05 12.44 13.32 1213 12.24 
Switzerland — 5.7 + 5.7 а 7.00 7.81 8.50 7.00 5.49 6.12 7.88 6.28 
UK +53 +172 0 15.00 15.19 1600 15.19 10.17 12.01 1509 11.58 
USA + 03 +38 оа 8.44 8.31 10.50 8.37 7.94 9.03 8.43 8.46 
Other key rates in London 3-mth Treasury Bills 14.6%, 7-day Interbank 14.9%, clearing banks’ 7-day notice 4.0%. Eurodollar 
rates (Libor): 3 mths 8.4%, 6 mths 8.3%. 

yo Bu ar a CU a Cees gen ae Oe ett See sn 
ANZ Bank, CSFB, The WEFA Group. These rates are indicative only and cannot be as offers by these banks. ** Last week's 


инан ын 
TRADE, EXCHANGE RATES AND RESERVES America’s trade deficit fell to $7.9 billion in September, a decline of $2.2 billion from August; its 12- 
month deficit narrrowed to $111.0 billion. In the same period Canada's 12-month trade surplus declined from $5.7 billion to $5.4 billion. In the year to 
August France’s deficit on visible trade rose slightly to $7 billion. In trade-weighted terms the D-mark rose by 1.0%, the yen and the dollar both lost 
0.6%, and sterling fell by 2.2%. 


























trade balancet current- trade-weightedtt currency units per $ currency units foreign reservestt 
$bn account exchange rate $bn 
latest latest 12 balance $bn 
month months latest 12 mths latest — year ago latest year ago per © per SDR per ecu Sept year ago 
Australia — 049 ар — 43 — 155 se na na 1.29 1.16 2.01 1.64 1.44 13.3 129 
Belgium + 0.19 me + 12 + 320 108.0 107.1 38.3 36.1 59.9 492 42.9 10.2 8.6 
Canada +022 s + 54 — 13.1 o 105.1 99.7 147 1.20 1.84 1.49 1.31 15.7 13.9 
France — 144 w — 70 — 48 m 101.4 100.0 6.20 5.88 9.71 7.97 6.96 258'* 293 
W. + 610 sp + 759 + 55.2 sep 116.3 114.7 1.82 172 2.85 2.34 2.04 577 57.8 
Holland + 0.02 м + 41 + 57m 1128 1117 2.05 1.94 3.22 2.64 231 16.2 14.6 
Italy — 0.67 sep = 191 — 54 ot 99.5 97.5 1340 1279 2100 1721 1505 46.9 29.1 
n Japan + 605 s» + 86.5 + 678 эр 134.8 153.8 144 121 225 184 162 85.1 90.3 
۳ — 1500 — 267 — 92 sep 103.7 100.0 117 113 183 149 132 42.7 33.9 
[ Sweden + 0.14 оа * 38 — 3.8 Aw 95.4 95.1 6.42 6.02 10.1 8.22 7.27 11.4 8.4 
Switzerland — 0.60 A» — 66 + 67 ш 106.8 1114 1.62 1.45 2.54 2.07 1.82 215 23.8 
[s UK — 299 sp — 422 — 35.2 sep 87.2 96.6 0.64 0.55 = 0.81 0.71 37.5 417 
USA — 7.94 % —111.0 —1224 ш 69.6 64.1 E ЕЗ 1.57 1.27 1.12 57.4 36.7 
Australia, France, Canada, Japan, UK and USA imports fob, exports fob. All others cif/tob. $$ Bank of England index 1985 = 100 New series. tt Excluding gold. **August. +1968 
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- production hanks: to a new sound system that recreates the dynamic range of the originial pes 
The system, developed by Hughes Aircraft Company and called the Sound Retrieval System” ( 
retrieves and restores spatial information present in all acoustic situations. SRS supplies the sp iti: 
which enable the human ear to discern the source or location of the sound. Listeners can turn. 
heads or move about the room and still hear the live effect, while the position of a soloist or voca 
'center stage is maintained. SRS operates on both stereo and monaural signals without the need for 
encoded program material. 


| Ап electronic database reduces errors in the assembly of printed wiring boards (PWB) for radar 
systems. The Hughes-developed system uses the engineering database created when the assemt 
designed to directly control the modular component assembly system (MCAS) that assembles the 
nts onto the PWB. Component information from the same database, including the x-y 
es of each part, is sent electronically to the Hughes-built MCAS, which uses the data to 
verify, mount, and solder each part. The process eliminates human error in transferring board 
specifications from engineering to manufacturing, and contributes to a 10:1 time savings in the 
assembly of PWBs. 


The first optical fiber durable enough to meet military specifications consists of a unique metal- 
fiber that can be soldered to provide a hermetic seal. The fiber, called a “pigtail”, is used to c 


optical fiber cable to a package containing a laser or sensor and associated electronics. Typi 
optical fibers are coated with plastic for protection. The plastic is later removed and the fibe 
-vacuum metalized to enable soldering, however, this leaves the fiber weak. Because a hermetic coat 
- is applied as the fiber is drawn, the Hughes pigtail retains its initial high strength. The Hughes r 
coated pigtails can be used in fire detection systems, radiation environments, undersea cables, high 
power laser transmission systems, and other environmentally demanding applications. 


n consis sofa lightweight infrared homing guided missile and a озен launch unit connect 
- fiber optic communication link. The gunner can launch the missile, then, while in a prote 
зе the communication link to update the missile aimpoint in flight. He can also fire from a x 
osition and lock onto a target after launch. The system's imaging infrared focal plane array seeker — 
| makes the weapon highly accurate day and night or in smoke or haze. Hughes has demonstrata the 
Weapon concept, scoring 14 hits in 17 launches. 


An automobile manufacturer helps improve the reliability and quality of its cz 
systems. The Hughes-built PROBEY E® Thermal Video Systems (TVS) is bei 
. Motors for a variety of applications. Included are tests to verify the placement and heat di 

. electronic components used for dashboard and other electronic subassemblies. Т ermal testing i 
used to improve the reliability of voltage regulators, to monitor glass thickness and uniformity ass 
higher quality windows and windshields, and to evaluate automotive air conditioning and heating _ 
systems and engine cooling systems. The TVS consists of a PROBEYE? infrared imager, an image. 
processor, and a high resolution color monitor. 


For more information write to: PO. Box 45068, Los Angeles, CA 90045-0068 USA 
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WITH TAKE-OVERS TH 
CHAMPAGNE AND A HANGO' 
R mr. 7 
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The success of a take-over does not depend solely tion be initiated at the right moment. And can unpleass 


on the availability of the required funds. financial surprises be avoided, so that the acquisition c 
Which is why the ABN also acts as consultant to ^ ultimately be celebrated with champagne. 

its clients during negotiations. Not only in the area of The ABN has this capability thanks to its netwe 

local regulations, but also with regard to unwritten laws ^ of almost 1,000 offices spread over 44 countries. A netw« 

and local business practices. that gives the ABN access to specialist knowledge of lo: 
Because only if all the parties involved show markets throughout the world. 

understanding for each other's situation, can an acquisi- Which is why the ABN is able to hold its own w 


ARGENTINA, ARUBA, AUSTRALIA, AUSTRIA, BAHRAIN, BELGIUM, BRAZIL, BRITISH WEST INDIES, CANADA, CHANNEL ISLANDS, DENMARK, ECUADOR, FRANCE, GERMANY, GIBRALTAR, GREAT Bk 
PAKISTAN, PANAMA, PARAGUAY, PEOPLE'S REPUBLIC OF CHINA, SAUDI ARABIA, SINGAPORE, SPAIN, SRI LANKA SURINAM, SWEDEN, SWITZERLAND, TAIWAN, TURKEY, UNITED 





JIFFERENCE BE [WEEN 
{ ISA MATTER OF MINUTE 





'e world's major banks when it comes to advanced pro- 
icts and services. 


For day-to-day banking services such as electronic 
inking and import and export payments, of course. 
at particularly also for specific projects, which may 
in from leveraged-lease aircraft financing to co-genera- 
ın energy projects. And from complex swaps to 
shore loans. 








This then is the firm foundation on which the ABN 
builds solid relationships with large numbers of interna- 
tional enterprises. Because a bank that knows the world, 
automatically becomes known throughout the world 


AWORLD OF UNDERSTANDING. 


“CE, HONG KONG, INDIA, INDONESIA, IRELAND, ITALY, JAPAN, KENYA, KOREA, LEBANON LIECHTENSTEIN, LUXEMBOURG, MALAYSIA, MOROCCO, NETHERLANE 


RATES, UNITED STATES OF AMERICA, URUGUAY, VIRGIN ISLANDS. HEAD OFFICE, 32 VIJZELSTRAAT AMSTERDAM, THE NETHERLANDS. TE 
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The pencil costs TAC. 
The eraser, millions. 


Mistakes make products late, more expensive and inferior. 
Leaving customers dissatisfied, reputations damaged. Since there 
are no quick fixes, only costly ones, what’s a business to do? 

At the CIGNA Property and Casualty Companies, we have a very 
basic goal: Get it right 
the first time. 

Granted, nobody’s 
perfect. But it's surprising 
how many mistakes can 
be prevented. | 

By working to find the 
best solution, rather than 
the most expedient one. 

Whether we’re 
providing protection for 
small and medium-size 
businesses, or meeting 
the risk management 
needs of the largest 
corporations, the 
benefits are the same: 
Answers that are fast 
and accurate. Service that is responsive. Value that is real. And 
customers who are satisfied. Anything less would be a big mistake. 

For information write the CIGNA Property and Casualty Companies, 
Department RB, 1600 Arch Street, Philadelphia, PA 19103. 

After all, anyone can pay for lots of pencils. But who can afford 
all the erasers? 





We get paid for results’ 
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HOW FUJITSU 
_ KEEPS TRIP STRAUSS 
ON TOP IN TOKYO. 


Trip Strauss is a young American 
investment banker working in Tokyo. An 
M.B.A. from Stanford, fluent in Japanese, 
he spends his days selling million dollar 
blocks of equities to large Japanese insti- 
tutional investors. 


The lifeblood of his business is informa- 


tion. "Every day,” he says, "I have to tell my 
clients at least one thing they don't know.” 
To get that information he is constantly 

on the phone or fax around the world, or 
staring into a computer monitor which is 
tied through telephone lines into an on-line 
mainframe computer system back in his 
home office in New York. 


DEMAND IS ENORMOUS 


The demand that he alone places on 
Tokyo's communications facilities is enor- 
mous. And he is only one of hundreds of 
thousands of international businessmen in 
the city. Which is why KDD, Japan's inter- 
national communications company, recent- 
ly got together with America's AT&T to lay a 
new Transpacific Cable (TPC-3) between 
Japan and America. The cable is the first 
optical fiber submarine cable across the 
Pacific, and the longest in the world. No 
thicker than a garden hose, it can carry 
8,000 phone calls at a time, compared with 
fewer than 1,000 for the two huge copper 
cables already in service. 


REPEATERS ARE THE HEART 


At the heart of this epoch-making sys- 
tem, which was designed to last 25 years 
without a failure, are the repeaters. Spaced 
at 50- to 70-kilometer intervals, these in- 
credibly complex devices boost the signals 
across the thousands of miles, These re- 
peaters were manufactured by, among 
others, Fujitsu, one of the world's top com- 
puter and telecommunications manufac- 
turers, with projects completed in 100 
countries. Fujitsu is involved in projects like 
this all over the globe, helping create the 
communications infrastructure that's mak- 
ing it possible for people like Trip Strauss— 
wherever they are—to stay on top of the 
world. 





This OS-280M optical submarine branching unit 
is a prime example of Fujitsu's futuristic submarine 
cable technology. One of only a few such devices in 
the world, it comprises an optoelectronic switching 
system required for 3-way branching with a fully 
multiplexed capacity of 8,000 circuits 
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The global computer & communications company. ‘ 
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From Cameroon To Costa Rica. From Hong Kong To Holland. From Kenya To Kuwait 
From Malaysia To Martinique. From Turkey To Thailand 
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(s By One 


Ж earn your trust, not just your business 
This has always been the aim of UPS 

It takes a commitment to service. But more, it means giving 

you the practical worldwide network your business needs demand 
Being a partner who does business where you do business 

Which is why UPS now offers express delivery of parcels and documents 
to over 175 countries and territories. Worldwide 
The task may be as simple as getting your shipment from A to B, 
but at LIPS we never forget that trust is earned by doing it right 


Every single time. To every single place 
3 8 ) g 


ER 


United Parcel Service 


As sure as taking it there yourself. 


For further information call Australia: UPS/Rohlig Express * Tel 2/6630774 or 008/252485 Brunei: UPS/Jayapuri (B) Sdn Bhd * Tel 2/42401 or 43689 China, Peoples Republic of: UPS: 
Sinotrans * Tel. 1/482278 and 21/213862 Hong Kong: UPS * Tel 3/7353535 India: UPS/Elbee * Tel 22/6124449 Indonesia: UPS/PT Global * Tel 21/3803267 Japan: UPS/Yamato Express 
Service Co * Tel 0473/276121 Korea: UPS/Korea Airfreight Ltd * Tel 2/6934419 Macau: UPS- Tel 3/7353535 Malaysia: LIPS * Tel 3/2552566 New Zealand: UPS/Fli- Way Transport Ltd + 
Tel 9/2754009 Papua New Guinea: RLC Air Cargo* Tel 251511 Philippines: Delbros Inc + Tel. 2/8321565 to 69 Singapore: LIPS* Tel 5425151 Taiwan: UPS- Tel 2/5975998 Thailand: UPS 
* Tel 2/5114881 or 5112190 or 5134614 ® Trademark and service mark of United Parcel Service of America, Inc, of USA 
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ission imperative 


—You have taken a hard 
Cat the so-called war against 
rugs in the United States and 
ound the world, and ended by 
recommending surrender. It was 
cky for England that The Econ- 
ist was not running things in 
940. You would have touted 
е benefits of yielding to real- 
ism. and collaborating with 
Adolf Hitler, 
‘Thousands are dying from 
drugs and drug-related violence. 
55 is spreading rapidly among 
travenous drug abusers. No 
eal war has been conducted 
st. killer drugs such as 
methamphetamines, co- 
ne. and heroin. The federal 
wernment is doing almost 
, American neighbour- 
s. ‘cities and states are left to 
on their own. Municipal 
ments are overwhelmed 
е logistics of the fight. In 
v York city we spend some 
00m a year to arrest, detain, 
and imprison drug offenders. 
ohibition was not the total 
failure most people believe it to 
e been. It reduced the con- 
neon of alcohol by between 
0%. and 50%. During Prohi- 
tion. deaths by cirrhosis 
pped 65%. Admissions to 
state mental hospitals for alco- 
| psychosis dropped by more 
han half Although gang wars 
id take place among bootleg- 
rs, violent crime did not in- 
ease in the general population. 
Alcohol continues to take a 
eavy toll. More than half of the 
ation’s 20,000 homicides a year 
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are alcohol-related. Alcohol is 
estimated to cause car accidents 
which take some 23,000 lives a 
year. Countless children are 
beaten, abused and killed by 
drunken parents. Countless peo- 
ple suffer the horrors of alco- 
holism. Because we failed in the 
noble effort to control alcohol, 
should we therefore concede de- 
feat in the war against drugs? 

We should make that war real. 
Here are some specific measures 
the government can take now. 
@ Recall all $100 bills, the bill of 
choice for drug dealers. 
€ Give drug prosecutions prior- 
ity in federal courts. 
@ Establish prison tent camps in 
obsolete military bases or on fed- 
eral land preserves, to incarcer- 
ate lower-level dealers and users. 
€ Ban automatic and semi-auto- 
matic assault rifles; this would 
not only cut the supply to drug 
gangs, but reduce violence in 
American society as a whole. 
€ Use the military to interdict 
the flow of drugs into America. 

What would you do if a new 
drug came along that produced 
wild mood swings that often re- 
sulted in outbursts of violent 
and homicidal behaviour? How 
many people would have to die 
before you called for its ban- 
ning? Wouldn't we decide to do 
just what we're doing right now 
in the fight against crack, a drug 
just as dangerous as the one de- 
scribed above? But in the permis- 
sive atmosphere of legalisation 
we wouldn't have a moral leg to 
stand on. 

Drugs are the new slavery, an 
evil so powerful that the very 
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fabric of our democracy is in 

danger. We must resist those 

who offer us a peaceful compro- 

mise with evil. 

EDWARD KocH 
Mayor 


New York 





Councils’ swaps 





Sirn—I read with considerable in- 
terest your article regarding the 
recent High Court judgment on 
the legality of the various swap 
and other interest-rate transac- 
tions carried out by the Ham- 
mersmith and Fulham Council 
(November 4th). 

Your assumption that each of 
the intervening banks had a sim- 
ilar exposure to Hammersmith 
and Fulham Council, in that 
they “stand to lose more than 
£10m each”, was incorrect. The 
realistic “worst case" exposure 
of Mitsubishi Finance Interna- 
tional is less than one-tenth of 
that. 

That said, I would like to com- 
mend your balanced analysis of 
some of the consequences of the 
Divisional Court judgment on 
the sterling swaps and options 
market. 





МАЅАМІСНІ YAMADA 
| Mitsubishi Finance 
London International 

— Jii 
A greater Germany? 


Sir—When discussing German 
reunification, the tendency is to 
focus on the external implica- 
tion of Germany’s economic 
might, latent military power, and 
the European balance of 
power—if there could even be 
one with a “united” Germany in 
a "united" Europe. But little 
thought is given to the possible 
"domestic" consequences of a 
reunified Germany: 

(1) Would the increase in Protes- 
tants relative to Catholics make 
religion a greater factor in Oer- 
man politics? Would the Catho- 
lics call for a grossdeutsche unifica- 
tion that would include Austria? 
(2) If "east" Germans are more 
inclined to vote for the Social 
Democrats and Greens, should 


not conservative "west" Ger- 
mans and the West think twice 
about reunification? 

(3) What would the implications 
for world agricultural trade be if 
the eastern "bread basket" was 
to be efficiently exploited? A 
Frenchman's nightmare? 

(4) More likely than not, a reuni- 
fied Germany would be quite 
preoccupied with the economic, 
political and social reintegration 
of East Germany. Would an in- 
troverted Germany be good for a 
"united" Europe? Would Eu- 
rope itself become more intro- 
verted as a result of the geopoliti- 
cal and economic consequences 
of German reunfication? 

The assumption here is that a 
reunited Germany would be 
"tied" to Europe (not the “East” 
or the “West’’) and be frier 
to both superpowers. А С 
many so situated would play its 
traditional role as the “locomo- 
tive" of Europe and would facili- 
tate the economic revival of its 
ailing eastern and southern 
neighbours. 

Washington, DC Perer D. Kunze 






Sir—It is quite understandable 
that intellectuals behind the 
Iron Curtain in the early 1980s 
tried desperately to escape com- 
munist jargon and sought some 
non-Marxist frame of reference 
to express their emergent inde- 
pendent thinking. lt is also a 
mark of the repressive totality of 
communist ideology that many 
of these writers would prefer 
even the German imperialist- 
racist Mitteleuropa concept of the 
1900-45 era in order to esca 
the Marxist web. Or, ров _ 
they had forgotten 

Among these intellectuals, the 
Hungarians got generous sup- 
port from a revived Mitteleuropa ` 
movement in Austria, fostered 
primarily by the conservative 
Austrian Peoples’ party, which 
also gave us Kurt Waldheim. 
The recent book by Erhard 
Busek and Emil Brix, "Projekt 
Mitteleuropa" (1986) expresses 
nostalgia for the old coffee- 
house culture of the Austro- 
Hungarian empire. 

Have these Central Europe- 
ans quite lost every memory of 
what that good old. Mitteleuropa 
was really. like? Historian Franz 
Borkenau's study, "Austria and 
After” (1938), recalls that the 
first world war began with hang- 
ings and executions. among 
seven of thé nine major national- 
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ities in that gemütlich Habsburg 






RECRUITMENT CONSULTANTS GROUP 
3 London Wall Buildings, London Wal, London ECEN GE 
Tel: 01-5868 358S or 01-5898 3576 

Telex No. BS7374 Fax No. 017-256 S504 

























SOUTHERN ENGLAND 








The Booker Prize. One of the things you prob- 
ably do know about us — after all, to be shortlisted for 
this, is to have reached a summit of recognition in 
literature. But there are a lot of things which you may 
not know about us. 

Like the fact that we are a £2bn group of indi- 
vidual trading companies, operating in áreas as diverse 
as food distribution, agribusiness and health products. 
Like the fact that it is in business as well as literature 

-that we seek out and reward excellence. Like the fact 

that we are embarking on a search for exceptional 

. business people, aged 27-35, who will keep us achieving 
atthe highest level in the future. 

We demand a calibre of individual so special, 
that if you are selected, you will be actively encouraged to 

fulfil your potential at every level, getting to grips with 
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A challenging position—opportunity to become Managing Director of an operating company or division within t я 
Сгоир іп 3-5 уеагѕ 


>> DIRECTOR COMMERCIAL DEVELOP 


MAJOR INTERNATIONAL PRINTING COMPANY 


This vacancy is open to candidates, aged 35-45, who will have acquired a minimum of seven years’ practical соти 
experience, part of which will have involved profit centre responsibility and at least two years heading up com 
operations, or as the number two. Responsibilities will cover the efficient commercial development of three & 
companies, operating worldwide. Each company is trading with excellent profit margins; however, the main focus will c 
new ideas, new proposals and new products, and, as appropriate, their adoption and implementation as well a 
identification and capturing of new markets. Up to 2596 overseas travel will be necessary and consequently flu 
European language will be an advantage. A high level of commercial awareness, the ability to set priorities and : bu 
markedly to continued profitable growth is key to the success of this operation. Initia! salary negotiable, £45,000-£60.( 

car, contributory pension, free life assurance, free medical assurance, assistance with removal expenses if necessar 
Applications i in strict confidence under reference DCD4691/E, to the Managing Director: 


CAMPBELL-JOHNSTON ASSOCIATES (MANAGEMENT RECRUITMENT CONSULTANTS) LIMITED : 
3 LONDON WALL BUILDINGS, LONDON WALL, LONDON EC2M 5PJ. TELEPHONE: 01-588 3588 or 01-588 357 
TELEX: 887374. FAX: 01-256 8501 


GENERAL MANAGEMENT. 


ARE YOU A CANDIDATE 
FOR THE BOOKER SHORTLIST? 





BOOKER 





£45,000-£60,000 

































real business responsibilities and making a direct 
impact on profitability. In short, itis a route which could 
lead you very quickly to senior general management. 
To qualify for the Booker "Shortlist", you tual 
already be demonstrably successful, but you will be eager 
to break out of the limitations of your existing operational 
or functional role. The successful contenders will win 
recognition on a Group wide basis and be rewarded with 
salaries which match exceptional achievement. 
Complete confidentiality will be given te appli- 
cants for these very special appointments. Please phone 
Keith Barratt of Management Consultancy Resource 
Ltd, on Uxbridge (0895) 811253 between Spm and Sim 
any evening over the next two weeks, to discuss these 
opportunities. Alternatively, please write to him at Booker 
ple, Portland House, Stag Place, London EWTE SAY, 















leaders fought to defeat 
Mitteleuropa between 1915 and 
1918, notably from intellectual 
centres in England. Partisans all 
Central Europe gave their 


second world war to resist 
Мад: version of that. earlier 
perial German and Habsburg 
hrust to control the region. 
Embracing Mitteleuropa is like 


itteleuropa is Central Europe 
nder à special regime: It is Ger- 
‘man. It was lethal 50 years ago. It 
ight be either again. 


ne, 
alifornia HENRY CORD MEYER 





Architectural folly 


Sir-—I did not say that Prince 
Charles's book "was about su- 
things” (“Civil 
ae , November 11th). 


and superficial", 
Ph is an entirely different 
tatement. 1 drew an analogy 
h Moses’s Теп Command- 
ents, which, if treated simplis- 
ally, . ‘can result, as we have 
n, in dangerous fundamental- 
. So with those of the prince. 
‘referred to three of his com- 
idments—scale, ^ materials 
place—and tried to demon- 
rate that though we all agree 
hat human scale is important, 
hat we probably all enjoy natu- 
al materials, and that we are 
icerned that places should be 
pecial, it is just not as simple as 
hat.. My reference to vast new 
ities of over 15m people was to 
int-out that some present-day 
roblems are of an unprece- 
lented scale and complexity. 
We might wish to build with 
ocal materials, but in an 
ndustrialised society that is an 
expensive option. Architects all 
cover the world аге searching for 
n appropriate sense of place 
which acknowledges both. the 
specialness of a locality and the 
aspirations of those who wish to 
be part of the sophisticated and 
industrialised international 
world. The point of my argu- 
‘ment, and my answer to Leon 
Krier, is that design is concerned 
not with addressing ten discrete 
issues, but with reconciling 
àny pressures which are in 
conflict with one another. 


| pressed about the prince’ s vision 
is his view of history. “Our age”, 
8 


society. Masaryk ш thet Slav | 


by the thousands: during 







































The main concern that lex 


he says, “1s the first to have seen 
fit to abandon the past, or to 
deny its relevance and the les- 
sons learnt over thousands of 
years." In. much of architectural 
education today, and certainly in 





=. my. school, that simply is not 
‘true. We refer to precedent con- 


tinually, but it is to establish val- 
ues for today and the future, not 
in nostalgia for the past. 





Ivor SMITH 

Heriot-Watt 

Edinburgh University 
Swedish tax 


Sir—In your brief comment on 
our tax reform and the nasty 
burden it places on the poor 
Swedes (November 11th), you 
got at least one thing wrong. The 
total tax burden in 1991 will go 
down by two percentage points, 
from 56% to 54% of cpp. Not 
much to brag about, but a step 
in the right direction. 
KJELL-OLOF FELDT 
Stockholm Minister of Finance 





Cambodia 


SIR— Your leader on Cambodia 
(November 4th) recognises that 
the danger inherent in the 
West's current policy of backing 
the Khmers Rouges is that it may 
lead to “one of the century's 
worst nightmares" being re- 
peated. You argue that the risk is 
worth taking because it will com- 
plete “the chastisement of Viet- 
nam” and give the people of 
Cambodia “the chance to lead 
their own lives.” 

Can you really believe that 
helping back to government the 
people who, when they last had 
power, murdered 1596 of the 
population, is going to contrib- 
ute in any way whatever to giv- 
ing Cambodians "the chance to 
lead their own lives?" And how, 
exactly, does helping the 
Khmers Rouges to kill innocent 
Cambodians chastise Ње 
Vietnamese? 

The systematic extermination 
which attended the last period of 
Khmer Rouge rule was without 
historical precedent. The West 
should be doing everything in its 
power to stop a new holocaust 
happening. Instead, you advise 
following a policy which will 
help the Khmers Rouges to re- 
construct their death camps. 
The worst you can summon to 
describe the carnage that is likely 
to follow is "not pretty”. 








What has happened to your 
humanity? 
You chastise outsiders’ indig- 
nation over the Khmers Rouges 

"cheap". What, I wonder, are 
we to call your calm indifference 
when contemplating the return 
of mass murder in Cambodia? - 


ALASDAIR PALMER . 


Stockport Amy ERICKSON 





Singapore 


Sir—Mr Matthias Yao (Novem- 
ber 25th) is eager to point out 
that I was barred from parlia- 
ment because I was convicted by 
the Singapore courts on a crimi- 
nal charge of making a false 
declaration. 

In line with the Singapore 
government’s practice of only 
stating half-truths, Mr Yao does 
not point out that Singapore’s 
highest court, the Privy Council 
in London, has categorically 
stated that I was wrongly con- 
victed by the Singapore courts 
and that I was wholly innocent. 

Under the law in Singapore, I 
was not allowed to appeal to the 
Court of Criminal Appeal, 
which would have given me a 
further right of appeal to the Ju- 
dicial Committee of the Privy 
Council in London. The High 
Court in Singapore struck me 
off the roll of advocates and so- 
licitors on the complaint of the 
attorney-general to the Law So- 
ciety. Fortunately, I was able to 
appeal against this striking off. 
The appeal was heard in the 
Privy Council in October 1988 
when it set aside the order of the 
High Court. In a judgment their 
lordships: declared that I had 
been wrongly convicted of all the 
offences with which I had been 
charged and that I was wholly in- 
nocent of all criminal charges 
against me. Their judgement 


ended as follows: 


Their lordships have to record 
their deep disquiet that by a series 
-of misjudgments the appellant and 
his co-accused Wong have suffered 
a. grevious injustice. They have 
been. fined, imprisoned and pub- 
licly disgraced for offences of 
which they were not guilty. The 
appellant, in addition, has been 
deprived of his seat in parliament 
and disqualified for a year from 
ptactising his profession. Their 
lordships’ order restores him. to 
the roll of advocates and solicitors 
of the Supreme Court of Singa- 
pore, but, because of the course 
taken by the criminal proceedings, 
their lordships have no power to 










right the other wrongs which the 
appellant and. Wong have sut 
fered. Their only prospect of re- 
dress, their lordships understand, 
will be by way of petition for par- 
don to the president of the repub- 
lic of Singapore. 





1 am now, of course, back in 
practice as a result of the judg- 
ment, but the government has 
refused to pardon me formally so 
that my convictions may be 
removed. 
Singapore . JB. JEYARETNAM 
E 





Put it out 


Sir—As the House of Represen- 
tatives’ sponsor of the effort to 
ban smoking on virtually all air- 
line flights in the United States, I 
found your coverage ("The —— .. 
anny of the majority", Octo 


28th) appalling. 
Second-hand smoke is more 
than "unpleasant". lt is un- 


healthy. Scores of medical stud- 
ies confirm the health risks asso- 
ciated with exhaled and side- 
stream smoke. Those already 
suffering from respiratory dis- 
ease are especially vulnerable, as 
ate infants with less lung 
capacity. 

You overlook another group 
which must endure a smoky 
environment for extended peri- 
ods: flight attendants. They lob- 
bied Congress long and hard for 
protection in their workplace 
from this health hazard. 

If any smokers’ rights do in 
fact exist, they end at the point 
where they endanger the health 
and safety of non-smokers. And 
that is hardly tyrannical. 
Washington, RICHARD Dur 
DC House of Representatives 
м 






























Latest Special Report No. 2009 
WEST EUROPEAN 
CAR FORECASTS 


The Outlook for Sales, Production and 
Vehicles in Use to 1995 

The past decade has seen new registrations of 
passenger cars in Western Europe climb from 
9.9m to an anticipated 13.5m in 1989 — 
despite a setback in 1990-91 this growth rate 
looks set to resume through 1995. How will 
1992 influence the outlook for new car sales, 
and which of Western Europe's markels will 
show greatest growth to 1995? This report is 
the forerunner. of. a regular forecasting series, 
with shorl- and medium-term forecasts for 
production, registrations and parc volumes by 
country, make and model. 

Price includi lage: UK & Eu £420; 
North th America issa. Rest of World £423. 
The Economist Intelligence Unit 


Marketing Dept (EDXL) 215 Park Avenue South 
40 Duke Street New York, NY 10003 

} London WIA 1DW, UK USA 

Tek: 01.493 6711 Tet: (212) 460 0600 


‘LA division of Business International 
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EXECUTIVE FOCUS 









- Economist 


Morgan Grenfell, a leading merchant banking and 
investment management group is seeking an 
Economics graduate to join its highly regarded team 
- of Economists. 


“Тһе department works closely with the operating 

` divisions of the Bank, forecasting and advising on 

| financial and economic matters. This is an excellent 
opportunity for an Economist seeking a career in 
merchant banking. 


Applicants must have strong analytical and 
communications skills. Post graduate experience, 
languages and econometric ability would be an 
advantage, but are not essential. 


Remuneration will be competitive and will include a 


full range of banking benefits. 


Applications, including a curriculum vitae, should be 
sent to:— 

Miss G Nash, Morgan Grenfell & Co. Limited 
23 Great Winchester Street, 

London EC2P 2AX. 


Open Learning Institute of Hong Kong 


The Open Learning Institute (OLI) has been set up by the Hong Kong 
Government to offer degrees and other qualifications through distance learning, 
‚ Applications are now invited for the following appointment: 


Co-ordinator of MBA Programme 
Principal Lecturer 
(HK$29,945-HK$37,170 per month) 
"The OLI plans to offer a Master of Business Administration degree in October 
«4990. and wishes to appoint a course co-ordinator for this programme. The 
Successful applicant will be responsible to the Dean of the School of Commerce 


^ and Social Science for the conduct of the MBA course. The position is available 
from January 1990. 


Yi Lau „should. possess a higher degree, preferably a PhD, in business 
“administration and have extensive teaching experience at the higher degree level. 
Considerable business experience would be an advantage. Experience in develop- 
ng courses or teaching using distance learning methods would be a distinct 
advantage. 
х Terms of appointment. 
Appointment will be initially on an agreement of four years' duration, inclusive of 
leave. Thereafter, the suitable appointee may be re-appointed. A gratuity equal 
to 25 percent of the basic salary earning during the agreement period will be paid 
; On satisfactory completion of the agreement. Other fringe benefits include leave, 
medical/dental scheme, children's education allowance and housing benefit. 
2 Application 
: Application forms are obtainable in person (or by mail with a stamped and 
] -addressed envelope) from the 
Assistant Director (Administration) 
(The Personnel Office) 
Learning Institute of Hong Kong 
f inessy Centre 
Causeway Bay, Hong Kong 
application forms should be returned to the OLI by 16 December 
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INTERNATIONAL LIVESTOCK CENTI 
FOR AFRICA 


CENTRE INTERNATIONAL POUR LEL 
EN AFRIQUE 


ADDIS ABABA ETHIOPIA 
INTERNATIONAL LIVESTOCK 
CENTRE FOR AFRICA 
POSITION ANNOUNCEMENT 
HEAD OF 
INFORMATION SERVIC 
VACANCY INT/009/89 


GENERAL 
The International Livestock Centre for Africa (LCA), with headquarter 
in Addis Ababa, Ethiopia, is one of the 13 international agricultura 
research organisations supported by the Consultative Group on inten 
tional Agricultural Research (CGIAR). The Centre has research activit 
throughout sub-Saharan Africa and regional offices in Kenya, ! 
Niger and Nigeria. 


ILCA’s goal is to achieve measurable and sustainable increases dh. 
livestock output in sub-Saharan Africa, and its major activities are 
research, training and information. 
With purpose-built offices and research facilities on a large landscaped 
site close to Addis Ababa’s international airport, the Centre's headay 
ters provide a secure and pleasant working environment, and ater 
sports and leisure facilities. The city, which enjoys pleasant weathe 
throughout the year, has a large, diverse expatriate community: a 
diplomatic missions from more than 75 nations. It is also the seat o 
Organization of African Unity (OAU) and the United Nations Econo 
Commission for Africa (UNECA). There are several interatio: 
schools covering American, British, French, German and Halla 
systems, among others. : 
























































































POSITION 


The Head of Information Services is responsible for planning, organ 
and supervising the operations öf the Information Section wi 
encompass activities in the areas of library, documentation, w 
scientific editing, translation, typesetting, printing and distribu 
Head of Information Services is responsible for ensuring hi апаа. 
in the Centre's information products and services, which are generated. - 
in support of ILCA's research programmes and the Centre's partners | 
sub-Saharan Africa. 
The incumbent is responsible for ensuring that the Centre's informati 
services and publications reach the right audiences in a timely fast 
He/she is expected to take a leading role in information mariagerei 
issues at the Centre, including the introduction of new technology for 
information storage and dissemination. As an international: rese. | 
centre with a dynamic information programme, CA encou 
networking arrangements involving resource sharing and 
support national agricultural research systems in Africa. The incu! 
will participate in the development of networks and other CGIAR. 
initiatives in the information field, 
QUALIFICATIONS 
Candidates should have an advanced degree in Information Scienci 
Communications or related field. Candidates should al 
minimum of 10 years of progressive experience managing the inf fu 
tion function of a scientific organisation, preferably in an international 
organisation. They must have a thorough understanding of 1| orna 
tional environment for accessing and disseminating agricultural intei 
mation. Excellent communication skills in oral and written © 
essential. Knowledge of French advantageous, 
Salary and related benefits of international staff are paid in US$, anda 
be in line with comparable international organisations. Initial salary: 
be determined by qualifications and experience, 
Applicants should send current curriculum vitae, recent salary 
history, names and addresses of three professional referees and 
photocopies of supporting documents (not returnable) before 31 
January 1990 in confidence to the Personnel Manager, ILCA, PO 
Box 5689, Addis Ababa, Ethiopia. 








UN ORGANISATION 


seeks 


TRADE PROMOTION 
SPECIALIST 


The International Trade Centre UNCTAD/GATT (ITC) seeks a 
Trade Promotion Specialist to serve as the co-ordinator of a three- 
year technical co-operation project in Bangladesh. The project is 
designed to help diversify and expand the country’s non-tradition- 
-al exports, strengthen the national export development organisa- 
“tion and develop the.country’s training capacity in international 
marketing. Around 75 manufacturers and exporters of clothing, 
leather goods and electronics will receive direct assistance under 
the project. The person selected will be posted in Dhaka in the 
near future. The contract is for one year with the possibility of 


























ПОТЕСНОТО 


Biotechnology Consultants Limited provides consultancy апа 
project management expertise in agriculture and biotechnology 
to private clients, governments and international funding 
institutions. 

For short and long term positions overseas we are currently 
seeking specialists with expertise in: 

— RURAL CREDIT AND SAVINGS MOBILISATION 

— HORTICULTURE 

— MARKET DEVELOPMENT AND MARKETING OF PROCESSED 
CROP AND LIVESTOCK PRODUCTS 

FOOD PROCESSING 























extensions. 

Applicants should have a university degree in business administra- 
tion, economics or a similar field and at least 15 years of 
agerial experience in trade promotion and export develop- 
t, either in industry or trade promotion institutions. Work 
experience in developing countries and familiarity with UN 

chnical co-operation activities are desirable. The ability to 
communicate well and maintain good working relations is essen- 
tial. Candidates should be fluent in English; a knowledge of 
|. Bengali is an asset. 

Details on the post and application forms can be obtained from: 
International Trade Centre UNCTAD/GATT (ITC) 
Palais des Nations 
1211 Geneva 10 
Switzerland 
Tel: (022) 730 01 11 
Fax: (41-22) 733 4439 
Telex: 289052 ITC CH 


Applications should be received before 31 December 1989 





















d IMI ‘International irrigation Management Institute 
i IRRIGATION SPECIALIST 


МІ is à rapidly expanding international organisation engaged in 
esearch, training, and information exchange on irrigation manage- 
ment in developing countries. IIMI's mission is to strengthen national 
‘efforts in developing countries to improve and sustain the perfor- 
mance of irrigation systems through development and dissemination 

f management innovations. IIMI's headquarters are in Colombo, Sri 
‘tanka; currently, the Institute has nine offices in Asia and Africa. 







field staff. 
Qualifications include an advanced degree in civil or agricultural 
engineering, agronomy, or other discipline relevant to water manage- 
ment; ability to work effectively with multidisciplinary, multicultural 
colleagues and officials of national agencies an institutions; proven 
'administrative skills, including project management and reporting; 
“and excellent oral and written communication skills in English. 
The post is based in Wad Medani, Sudan. Salary and benefits are 
internationally competitive. The appointment is for two years, begin- 
hing 1 April 1990; only candidates who are available to start work on 
that date should apply. | 
Applications are due 31 December. 1989. Qualified applicants are 
‘invited to submit (via fax, if preferred) a detailed résumé and names 
апа addresses of three professional referees, including telephone and 
telex numbers, if available, to: 
The Director General 
International Recruitment (Ref. 305E) 
International irrigation Management Institute 
64 Lotus Roa 
Colombo, Sri Lanka 
Fax: (94)-1-544584 

affirmative action employer and does not. discriminate 

according to nationality, ethnicity, sex, or religion 
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LIVESTOCK SECTOR POLICY AND PLANNING 
VETERINARIANS WITH EMBRYO TRANSFER EXPERIENCE 
PROJECT ECONOMICS, MONITORING AND EVALUATION 
Five to ten years of experience in the developing world is 
desirable. Experience in Asia and/or Africa will be a particular 
advantage. Competitive remuneration commensurate with expe- 
rience and ability will be offered. ; 
We will also welcome hearing from consultants specialising in . 
other agricultural disciplines who would like to be included in our 
roster of consultants for consideration as and when suitable 
opportunities arise. 
"Interested consultants should forward a copy of their curriculum 
vitae to Alice Phipps at 
Biotechnology Consultants Limited 

33 London Street, Reading 

Berkshire RG1 4PS, England 


16000 
Management Positions 


Worldwide 
$70,000+ to $400,000+ 


























Los in Communication to Executive Search, the ` 
weekly LC.A. Newsletter is a unique publication crea- 
ted in 1974. 

it has worldwide readership and has listed close to 16000 
management opportunities in over 30 countries. Executi- 
ves can read the newsletter at home in full security. If 
opportunities interest them they write to us and we pass 
on inquiries to the Consultants concerned who will then 
contact suitable candidates directly. 

The “I.C.A. Executive Search Newsletter” is thus a sim- 
ple and quick way of keeping in touch with opportunities 
at home and abroad in complete confidence. 

Whether you are interested in promoting your own career 
or starting a lucrative business selling 1.C.A. Communica- 
tion services, we can send you upon request our free 140 
page reference issue (+/- 500 international management 
opportunities). Send letter and resumé to.the attention of 


Mike Manley. 
HCA. Inc. — NIS 
575 Madison Avenue, New York, NY. 10022 - US.A. 


Т С Executive Search Newsletter 
А „А. NEW YORK PARIS 
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GOING FOR GOLD| 


EIU Commodity Outlooks f 


be expected to grow? | 


Find out by reading: | 1 
"3nd a ese ү 


L 
‘ M I | 
Discerning visitors to New York select Gold to 1992: New Mines and Stronger Markets. | 








د د 


Do you risk missing any golden opportunities in the commodity markets of the 1990s? 
The Economist Intelligence Unit's unique Commodity Outlook Series will put you on 

the right track. These Special Reports examine key factors affecting demand and supply 
and provide medium term forecasts of production, consumption and price trends, 
Are weak gold prices a thing of the past? 

Where are the best markets for feedgrains? 
How fast can cocoa and cotton consumption 
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The Carlyle, one block from Central Specia! Report 1163 ar 
` р Price: UK & Europe £140. North America 1758296, 

Park, for its consistent excellence. Rest of World £143. Published March 1989 

The solicitous staff is ever eager to 

please. Each guest room has a Monitor 

TV, VCR and Stereo. 


A proud recipient of the Mobil Five-Star 
Award for 21 consecutive years. 
Member of The Sharp Group since 1967 


Madison Avenue at 76th Street 

New York 10021 = 
Cable The Carlyle New York Ky 
Telex 620692 


Telephone 212-744-1600 
FAX 212-717-4682 
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Feedgrains to 1993: The Challenge of New Markets. 
Special Report No. 1156 

Price: UK & Europe £130, North America 175275, 

Rest of World £133. Published November 1988 




















EVYRAT 
JETRO HAe 
босо» SOAS 
THE SIR PETER PARKER AWARDS 
FOR SPOKEN BUSINESS JAPANESE 


Cocoa to 1993: A Commodity in Crisis. 
Special Report No. 1185 

Price: UK & Europe £140, North America US$296. 
Rest of World £143. Published July 1989. 





1990, The Inaugural Year 


Sponsored y: NOMURA INTERNATIONAL PLC 
Supported by: JAPAN AIRLINES CO LTD 


and Organised by: 
JETRO (Japan External Trade Organisation) 
and SOAS (School of Oriental and African Studies, 
University of London) 






Cotton to 1993: Fighting For the Fibre Market. 
Special Report Ха. 1151 

Price: UK & Europe £130. North America 158275, 

Rest of World £133. Published October 198% 












ORDER FORM All prices include airmail postage. f 
To order please tick the boxes by the titles 
required, complete the address details below 


and return the whole advertisement, 







Name 











Company 
Address __ 





Open to residents of the European Community 





For further information please return this coupon, before Friday 15th 
December 1989, to: 

Peter Whitaker Esq., SOAS, University of London, Thornhaugh Street, 
Russell Square, London WCIH 0XG Tel: 01-639 2388 









D Please send further details of other ETU Publications 
D lenclose a cheque for £/US$ —— payable to 
The Economist Intelligence Unit Limited 


O Please invoice me 
: 40 Duke Street 
The Economist London WA 1DW 


Intelligence Unit | Tel: 01-493 6711 Telex: 266353 
215 Park Avenue South, New York, NY 10003, USA. Tel: (212) 460-0600 Telex: 175567 
A division of Business International 


Registered Office: 25 St James's Street, London SWIA IHG, Registered in London no. 1789817 














Name: 
Address: 












Tel. No. 
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Whether your transm 


microwave or space, only on 


Alcatel is the only corporation involved in 
all three areas of transmission. Cable, microwave 
and space. 

Thanks to this total capability, Alcatel will 
always find a solution to meet the transmission 
needs of any customer. Because when we res- 


pond to a client's requirements, we offer an entire 
service, not just individual products. 

This is just one of the reasons why we 
have become such a force in the transmission 
market. Not only is Alcatel one of the main 
worldwide suppliers of cable and microwave 
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sion needs are cable, 
orporation can solve them all. 


transmission systems; we are also Europe's 
number one supplier of telecommunication 
satellites and earth stations. 

All of which goes to prove that whatever 
your transmission needs, we're bound to have 
exactly the right system. 
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ALCATEL 


Transmission Product Group 
10, rue Latécoére, 78141 Vélizy Cedex, France 





recent national survey of the quality of life in 38 of Britain's 
n areas ranked Teesside ninth. London was 34th. What 
Teesside so high? Chiefly, reasonable cost of living, 
ality reasonably priced housing, good shopping and 
eisure facilities, and excellent access to fine scenery. But 
leesside scored right across the lifestyle spectrum — particularly 
vhen compared with the South East. Teesside's weekly 
hopping basket is the sixth cheapest in the land. Teesside’s 
ursery school provision is twice the national average, its 'O' 
evel attainment above the national figure with excellent choice 
f State and private schools, the further education facilities 
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within its reach extensive and wide ranging. Public expenditure 
on health is higher; hospital waiting lists shorter. And the 
magnificent scenery? The 36 miles of the Cleveland and North . · 
Yorkshire Heritage Coast, the 550 square miles of the the Norit 





York Moors National Park, the 680 square miles of the o 


Yorkshire Dales National Park, the upper reaches of the River 
Tees with its spectacular waterfalls. Teesside — the sum of its 
parts puts it in the Top Ten. To find out more contact . 
Duncan Hall, Chief Executive, ‘Teesside Development 
Corporation, Tees House, Riverside Park, Middlesbrough, 
Cleveland TS2 TRE. Tel 0642 230636. Fax 0642 230843. 





TEES/SIDE 









Mr Gorbachev, | presume 























E dishevelled figure to whom President 

Bush extends a wary hand off Malta this 
weekend is a man who wishes it had been pos- 
sible to let sleeping sharks lie. It wasn’t, of 
course. Shark-bitten President Gorbachev 
now knows that Eastern Europe’s ferocious 

» leap for freedom was an inevitable, if unin- 
tended, consequence of the things he has 
ne and said. That still makes it a rotten pre- 

^ tude to his first meeting with President Bush. 
For communism to have almost certainly lost 





Union to argue for turning the c 
there. It is true that Russians are di 
from Poles and Czechs; but they are п 
different. The risk of Mr Gorbachev 
overthrown by a conservative coup h 
been quite as big as nervous peor 
West have thought, because the conserva 
who scowl suspiciously at his expe 
have never been able to agree on a 
tive to what he is doing. To such peop 
happy cheer that goes up in Easter 














four countries in under six months—Poland 
in June, Hungary in October, East Germany in early Novem- 
ber, Czechoslovakia a fortnight later—leaves the chairman of 
the ex-Warsaw pact looking pretty tattered alongside the 
chairman of NATO. Mr Gorbachev's only consolation is that, 
curiously, it may help him at home: for a time. 

- Mr Gorbachev is looking tattered for one obvious reason, 
plus a less obvious one. Even before the past six months' 
events, his interest in disarmament was qualitatively different 
from the West's. For the voters of NATO countries it will be 
nice to spend less on arms. For Mr Gorbachev it is indispens- 
able: if he is to save the Soviet economy, he must hugely cut 
his budget deficit (three times as big as America's) and make a 
radical switch from guns to consumer goods. This had already 
weakened his hand in the bargaining over arms cuts. It is now 
weaker still, because the only four Warsaw pact countries that 
matter outside the Soviet Union itself may soon be, at most, 

irely nominal members of his alliance. Mr Gorbachev 
comes to Malta with hardly a picture card in his fist. 

The less obvious way that Eastern Europe's revolution 
damages him is by making it plain that his own claim to be a 
revolutionary is relatively thin. The changes he has made at 
home, excellent though they are, come nowhere near the 
democratisation those East Europeans are insisting on. 

Multi-party elections, the end of the communists’ “lead- 
ing role", no more communist cells in factories and offices— 
— these things are happening, or with any luck will soon be hap- 
pening, in most of Eastern Europe. In Russia, last Monday, 
= Mr Gorbachev yet again thumped home his insistence on the 
one-party system. He has made the liberation of Eastern Eu- 
_ tope possible, by withdrawing the Soviet veto; but it is not the 
.. sort of thing he wants for his own people. For many western- 

. ers Mr Gorbachev has been a figure of glamour. The glamour 
"is starting to appear a bit dated. 
The odd thing is that what causes Mr Gorbachev to look 
 feebler abroad reinforces him at home. Each time another lot 
- of East Europeans make it uproariously clear that they loathe 
- the old order, the harder it gets for conservatives in the Soviet 
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most of its garrisons out of Eastern Europe, the cuts in th 
































makes a clock-reversirig alterna 
dangerous, and so makes them less likely to risk it 
sion of blind frustration is always possible; but, tha 
Gorbachev may for the moment be on safer ground 
This gives him a little more time to try to get to 
the two things that could ultimately destroy him: - 
omy, and the imperial structure of the Soviet Union 
The prognosis for both is bad. | 


Malta, falter? 


Mr Gorbachev has still not nerved himself for the on 
that seems likely to rescue the economy—a break-ou 
true market system, with free prices and tough cor 
the money supply. And the internal-empire quest 
most insoluble. Some of the peoples walled up inside t 
viet Union (the three Baltic nations, the Moldavians, 
bly the Ukrainians and some of the Muslims, maybe e 
Armenians now) would prefer to be over the wall. The. 
way to stop them, if they try, is to send the army in. To 
vent them trying, Mr Gorbachev can merely dole out to 
Russians as much autonomy as jealous Russian nation 
will permit—and hope for the best. 
When the man bearing these burdens meets Mr Bush ti 
weekend, it should be self-evident that nobody outside ti 
Soviet Union can do much to help him. The dissolu 
Russia’s empire is a strictly within-the-empire business, as 
dissolution of Britain's was after 1945. Outsiders can do a 
small things for the Soviet economy, but most peopl 
that the central question is Mr Gorbachev's willing 
for a market approach. While he makes up his min 
that, the last thing he needs is “aid” that disappears, 
third-world loans, down the plughole of a discredited syst 
The one thing Mr Bush can usefully offer Mr Gorbac 
on behalf of the West is a promise not to make his- 
harder while he struggles on. Ifthe Soviet Union wil 
even bigger cuts in its armed forces than those now be 
talked about at the Vienna negotiations, arid if it wil 
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r in Europe might be celebrated with due diplomatic so- 
ity at some new Congress of Vienna, as Mr William 
Safire has suggested in the New York Times. Mr Bush could 
quietly add that he and his friends will do what they can to 
dis ourage West Germany from pressing for German reuni- 
fication; though it must be understood that nobody holds a 
veto over Germany. These things would be some comfort for 
Ar Gorbachev as he heads back to Moscow. 


C andhi rebuked 


N ow reform must emerge from confusion 
т HE sheer might of India’s democracy stirs the blood. The 


i average Indian earns $25 a month and likelier than not is 
unable to read. This did not stop the country’s half-billion 
voters from standing up squarely last week to their political 
asters—who, between elections, lord it over them and often 
from them—and uttering one defiant No after another. 
the violence (at least 110 people were killed) partly testi- 
to Indians’ democratic passion: people were less willing 
than in the past to resign themselves to ballot-rigging. 
% The voters shouted their loudest denunciations at Mr 
Rajiv Gandhi, their prime minister for the past five years. In 
1984 Mr Gandhi's Congress party won 4996 of the vote and 
more than 400 seats in parliament. He used his mandate well 
at first, making a start on loosening the red tape that throttles 
India’s economy and throwing down a challenge to the cor- 
rupt oligarchs entrenched at the top of the Congress party. 
But he had no real stomach for fighting them, or for the 
other basic chores of politics: listening and talking to ordi- 
nary people (he had too obvious a taste for the opulent and, 
worse, the foreign); following his policies through (he made a 
courageous deal to end Punjab’s Hindu-Sikh violence, then 
backed out of it); avoiding the whisper of financial scandal 
ing damning was proved about him in the Bofors arms- 
sale scandal, but he failed to come clean about the investiga- 
tion). This time, after a downcast campaign, his Congress 
party was sacked in its traditional stronghold, the northern 
H di-speaking belt. Overall, Congress won less than 40% of 
the vote and, out of 525 contested seats, fewer than 195. 
In southern India, however, where parts of the opposition 
alliance have been running state governments in recent years, 
the anti-government punishment was meted out to the oppo- 
sition. The result is a parliament in shards. With the largest 
single sliver of seats, Mr Gandhi might have still formed a 
government. But the hostility to him of practically every other 
party would have make it hard. It is more likely that the job 
will go to Mr Vishwanath Pratap Singh, a former finance min- 
ister and head of the opposition National Front, which will 
have only about 155 seats. What is India in for? 
— Ashort-lived government, is the short answer. This is the 
probably unavoidable price the country must pay for the tran- 
sition to a full multi-party democracy. For all but two of the 42 
years since independence, India has been ruled by Congress; 





ATO armies in Western Europe can go deeper too. The new 


-— А E el a E мила, HAC 


` It Would be a good thing if Mr E stayed in office 
at least a few years longer. The processes he has set in motion 
are liberating Eastern Europe, and may eventually make the 
Soviet Union a happier place too. It would not be a good 
thing if Mr Gorbachev succeeded in doing what he still seems 
to want to do—to make the Soviet Union a much stronger 
country while keeping it a one-party state. But it is increas- 
ingly unlikely he can bring that off. Give him a hand back 
aboard his shark. 








for all but four of them, by a member of the Nehru family. 
Neither dynastic nor one-party politics dies painlessly. T 
voters’ lusty nay-saying in this election is a sign that ordina, y; 
alternating democratic politics is now being born. It will take 
a time of disruption and realignment—both of which will 
probably mark the next parliament, whoever leads it—before 
this new sort of Indian democracy is on its feet. 


The tests ahead 


While this is going on, the new government will be put to 
three tests. The most immediate is whether it will be able to 
calm the ethnic tensions between the majority Hindus and 
the multitudinous minorities that between them make up In- 
dia. This will be made all the harder by the greatest surprise of 
the election: the strong showing of a Hindu nationalist group, 
the Bharatiya Janata party. 

The gir, led by Mr L.K. Advani, had an electoral pact with 
Mr V.P. Singh and—though a switch to Congress cannot be 
ruled out—is still inclined to make a deal for government 
with the opposition leader. The trouble is that the BJP, a close 
third to Mr Singh's Janata Dal, speaks with as many voices as 
the Hindu god Shiva has arms. Sometimes the BJP sounds 
though it subscribes to the Nehru version of a secular India; 
sometimes it sounds a little too enthusiastic about enforcing 
majority "rights". Mr Singh, if he is the new prime minister, 
will have to move quickly to reassure Indians that his India is 
a secular one—first by getting a compromise over Ayodhya, 
the place where Hindus want to build a temple in the pre- 
cincts of a mosque; then by reviving the Hindu-Sikh compro- 
mise over Punjab. 

The second test is to reform the political system that the 
voters poured their scorn on. Even a society with flexible pub- 
lic morals has had enough of India's systematic corruption, 
manipulated television and comical election-finance rules 
($100m was spent in this election, some 20 times the legal 
limit). America and Japan, among others, have shown that 
campaign-finance reform can backfire. In India, though, the 
revulsion against campaign corruption—and the bigger sort 
it represents—is so great that any government which neglects 
it will be in peril. 

The greatest test of India's next government is whether it 
can understand the link between, on the one hand, the vot- 
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ers’ anger over misgovernment and, on the other, the mis- 
management of the economy. Indians themselves may not un- 
derstand it consciously, though they do in their pockets, 
which is why the black economy equals at least a third of the 
official economy. But the same sort of over-regulation which 
creates grand public corruption also keeps a lid on the growth 
of what ought to be one of the world’s most successful entre- 
preneurial cultures. India badly needs public spending—on 


Send them home 


The case for treating the Vietnamese boat people differently from 


countless others seeking a better life has yet to be made 


S VIETNAM uniquely awful, a hell-hole like no other 

country on earth? If the answer is Yes, there is a strong case 

- treating with unique generosity all those who manage to 

ipe it, admitting no alternative to resettling them else- 

where. If the answer is No, and it is, there is a case for doing 

what the British government now proposes: sending those of 
them who are not fleeing persecution back to Vietnam. 

The idea of sending boat people back is repugnant to the 
liberal conscience. Vietnam is a communist country, and a 
rough one. Some boat people have risked rape, robbery and 
their very lives in trying to escape it. Many have endured 
months or years in degrading, disease-ridden camps in Hong- 
kong. And memories endure of how, in 1945, Britain sent 
back to their homelands, and death, 70,000 Cossacks and Yu- 
goslavs. Nobody wants to see a repetition of that. 

Yet Britain’s obligations to the boat people are different 
from its obligations to its prisoners-of-war in 1945—and in- 
deed to its own passport-holders, whether Ugandan Asians 
under threat in 1972 or Hongkong Chinese today—to whom 
Britain should certainly extend a welcome. Part of the differ- 
ence lies in the impetus that propels these different exiles. 

_ For most of today’s boat people in Hongkong the impetus 

that of wanting a better life. There is nothing wrong with 

* quat. It is the impetus that brought the forebears of most liv- 

ing Americans to the United States. Many of those earlier 

boat people also risked their lives in crossing the Atlantic; no 

one turned them back at Ellis Island because of an inability to 
prove persecution back home. 

The unduckable problem today is the numbers. What 
with Iranians, Turks, Poles, Tamils, Ghanaians and the rest, 
those seeking asylum in the rich countries of Europe and 

America now amount to nearly half a million a year— 
never mind the thousands who come without making the spe- 
cial plea that they deserve admittance as refugees. Faced with 
so many, western countries, even America, have long since 

. abandoned any pretence of indiscriminately accepting every- 
one. Most have decided that you can gain admittance quickly 
if you are rich, useful, related to a citizen of the country—or a 
refugee escaping specific persecution. If not, you must take 
your place in a queue as an ordinary immigrant. 

Most of the Hongkong boat people fail to qualify for in- 
stant admittance. Most are from the north of Vietnam and 

. have never worked for the United States or its former South 
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education, roads, electricity, telephones. It badly needs les 
spending on bureaucrats (who chew up 40% of the budge ), 
and fewer regulations and controls for them to enforce. Е 
Mr Gandhi, that surprisingly tragic figure, is а mod ern 
man who knew what India's economy needed. The pol tica 
system he could not master stopped him from applying hi 
knowledge. The voters' No gives his successor the ch ance t 
put that right. b. 


































Vietnamese allies. They are not ethnic Chinese, persecute d 
on racial grounds. Many have risked less than is populark 
imagined to reach Hongkong. Some have come by boat, sail 
ing by day but spending each night tied up in a Chinese ha 
bour. Others have travelled overland through China, takin 
to the sea only for the last leg of the journey. They are not the 
only such people to turn up in Hongkong. For years the au- 
thorities there have been sending back over the border -to 
communists—some 50 Chinese a day. Many of these are re- 
lated to citizens of Hongkong. К 

A few boat people, perhaps quite a few more than the 
authorities recognise, would genuinely face persecution w ere 
they to be sent home: they must stay. But even if twice as 
many were admitted, that would still leave the vast majority in 
the unhappy category of those aiming for a better life. West 
ern countries should recognise that this is a reasonable objec- 
tive. And they do; under the Orderly Departure Programme, 
some 50,000 emigrants will leave Vietnam legally this year. 
maybe 80,000 next year, for resettlement abroad. | 


The duty to keep checking 
If any boat people are to be sent home—and the Vietname 
may veto it—Britain must ensure that they are neither pun- 
ished nor persecuted on their return. That will mean moni- 
toring them for years to come. It probably also means brib ing 
the Vietnamese to liberalise their country. It is unsavoun i 
But 14 years after the end of the war, Vietnam is not as op- 
pressive as it once was. It may be no worse than Haiti, more 
than 20,000 of whose boat people the United States has s nt 
home since 1981, accepting only six as genuine refugees. 
Some 900,000 Vietnamese have been resettled since 
1975. Among the 64m who remain, an assumption has gro 
up that they have only to leave to be assured of a new home. 
Unless the West is prepared to admit tens of thousands mor 3 
this year and perhaps for years to come, that assumption wi 
have to be changed. It will not change until some of them are 
sent home. Those countries, notably America, which find the 
Prospect too distasteful to countenance have a solution in 
their hands: they can admit them. If they choose to, let them 
in logic also admit all the Haitians, Salvadorans, Tamils and. 
Kurds looking for a better life. The world has no shortage o 
wretched people on its teeming shores. 
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=lexing the EMS 


For the moment, fixity is what Europe needs 
1 Т IS nearly three years since the last realignment of the 
European Monetary System. The thoughts of West Ger- 
-many's Bundesbank are evidently turning to the next. The 
coming debate about whether and when to move the system’s 
parities will be important in its own right. But it will also say a 
Jot about the difficulties the ems will face as Europe takes the 
next steps towards monetary union. 
` The EMS is a compromise between fixing exchange rates 
and letting them float. Governments are required to keep cur- 
encies within narrow exchange-rate bands. This promotes 
trade and investment within the Community. So long as the 
system is anchored by a low-inflation country—which the 
EMS is, by West Germany—it will also keep everybody else's 
inflation low. The system then tempers this fixity with flex- 
bility. It allows currencies to be realigned by agreement—and 
the presumption has been that they will indeed be realigned if 
trade imbalances and/or differences in inflation rates show 
the parities to be badly out of kilter. 
Compromise offends the purist. At the creation of the 
EMS in 1979, many critics shook their heads sadly. Yet the 
system succeeded not only in stabilising currencies but also in 
bringing inflation down to West German levels. In doing so, 
the playing-members volunteered for greater rigidity. Infla- 
tion rates had converged, so frequent realignments to restore 
competitiveness were no longer necessary. And as shifts be- 
‘came rare, the goal of permanently fixed exchange rates, and 
perhaps even a single currency, began to look achievable. So 
why is the Bundesbank now dropping hints about an early 
ealignment—and why are West Germany's partners unkeen? 
Weare all inflation-haters now 
The system’s parities have been fixed for so long, it might be 
argued, that even small differences in inflation have left some 
currencies uncompetitive against the D-mark. Since 1986, 
West Germany’s trade surplus with France has nearly dou- 


Whose Israel? 


3 


TN ARABIC intifada means shaking off, as when a dog 
A shakes water off its back. Two years after it started, the 
Palestinian uprising has not succeeded in shaking Israel out of 
үе West Bank and Gaza (see page 54). On its own—unaided, 
that is, by war or by big-power diplomacy—it may never suc- 
ceed. Yet it has already made one irreversible change in the 
Middle East; and it may be about to make another change, 
- less obvious but no less powerful, in the way the world looks 
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The Palestinian uprising has made Israel look less like part of the West 









bled, and its surplus with Italy has quadrupled. Lately West 
Germany has tightened its monetary policy to press down on 
its own rising (though still modest) inflation rate; further in- 
creases are expected. This too has made a realignment look 
more likely. If one should prove necessary within the next few 
months, it would undoubtedly be better to bring it forward 
than to postpone it. When expectations of a change in pari- 
ties are allowed to build up, moving the bands can cause great 
financial turbulence. Far better to realign, if at all, before it 
becomes unavoidable. 

Repeat, if at all. Despite these arguments, a realignment 
ought to be not merely avoidable, but avoided. Trade "im! 
ances” are a plausible reason to change the parities only u 
they reflect gaps in competitiveness that would otherwise be 
hard to close—and even then they are by no means a compel- 
ling reason. As it happens, prices within the Community are 
not out of line. According to recent estimates by Credit 
Suisse First Boston in London, France's prices are actually 
lower, once converted into D-marks, than West Germany's, 
and so are those of Italy and most of the other EMS members. 
In other words, the D-mark is already “over-valued”’. The sys- 
tem's trade imbalances are due not to gaps in competitiveness 
but to differences in the growth of demand. Changes in ex- 
change rates are no remedy for that. 

If West Germany carries on nudging its interest rates 
higher, avoiding a realignment will oblige other countries to 
follow suit. Good. That is the anti-inflationary discipline of 
the EMS at work. A series of devaluations against the D-mark, 
in contrast, would let the Bundesbank tighten its monetary 
policy while the other central banks loosened theirs: in effect, 
West Germany would be exporting its domestic inflationary 
pressures. The reluctance of its partners to accept their side 
that contract is therefore rather encouraging—a sign that ar- 
ter ten years of the EMS the rest of Europe dislikes inflation 
nearly as much as West Germany. 
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at the two historic adversaries, the Arabs and the Jews. 

The irreversible change is the emergence of a Palestinian 
nation. Until the intifada it was still just possible to hope that 
the Arabs of Palestine, with the same language and history as 
Arabs elsewhere, might accept being something not quite Pal- 
estinian. But the intifada has turned Israel's occupation of 
the West Bank and Gaza into a forge where a Palestinian iden- 
tity is being hammered into shape. By multiplying its hammer 
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` blows, Israel merely steels the Palestinians’ sense of nation- 
hood. Even King Hussein now accepts that Jordan has lost its 
long struggle to incorporate the West Bank. Scores of govern- 
ments recognise the Palestine that Mr Yasser Arafat declared 
notionally independent a year ago. 
As the Palestinians rise in world esteem, so Israel sinks. 
Indeed, the compromisers and rejectionists have changed 
places. The Israelis were willing to partition Palestine at a time 
when the Arabs wanted all of it for themselves. Nowadays the 
Palestinians are offering the compromise of partition and Is- 
rael—or at least the senior half of Israel's divided govern- 
ment—is saying no. 

This is not the only reason for Israel's fall from grace. A 
beleaguered nation rejected by its neighbours is entitled to 
hesitate before it hands back strategic land captured in a war 
for survival. The hesitation is doubly understandable when 
by a cruel trick of history the land is the biblical homeland of 

5. those who must leave it. These things are recognised by Isra- 
i el’s friends in the West. What is harder to understand, and 
~ possible for even friends to accept, is the excessive harsh- 

is Palestinians have suffered in the course of the uprising. 
‘Two years ago, Israel hoped to shock the Palestinians into 
submission through a policy of “force, might and beatings”, a 
shameful formula which many soldiers interpreted as permis- 
sion to administer random and sometimes fatal physical pun- 
ishment. The policy failed, yet the brutalities continue. The 
Palestinians have mostly eschewed the use of firearms, yet 
scores of them are shot dead by Israeli forces every month. It 
is hard to believe that all these shootings occur only when 
soldiers are in imminent danger, as Israel claims. The beatings 
. and shootings are supplemented by collective punishments, 


Green electricity 








British nuclear power is now burdened with unfair disadvantage 


LL over the world, nuclear power is in difficulties, Over- 
whelmed by political protest, steep initial costs and unre- 
liable performance, hardly any countries will order more 
“atomic power stations in the coming decade. Britain has now 
joined the sceptics. Its nuclear programme has been shelved: 
nuclear plants will not be privatised with the rest of the elec- 
tricity industry, and for the moment three out of four 
planned pressurised-water reactors (PwRs) will not be built. 
_ Environmentalists, many of whom hate atomic power, should 
` not cheer, for the decision leaves Britain without any strategy 
to reconcile its growing demand for energy with the damage 
. to the environment that it brings. Because the government is 
іп а headlong rush to privatise electricity (before the next 
election) and coal (soon after), it risks either cheating share- 
- holders by being dishonest about the rules under which these 
new companies will trade, or—worse—prematurely ruling 
out rules that would make environmental sense. 
«= Without any more PWRs, Britain will need to burn more 
- fossil fuels to make power. One government forecast predicts 
that, by 2020, nuclear power will generate half as much elec- 
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extensive curfews and widespread detentions without tr 


















































Israelis defend this record by pointing to far worse ou 
rages elsewhere. Algeria mowed down hundreds of its « 
citizens in a matter of days in October 1988; China comm 
ted worse crimes in Tiananmen Square on a single infamo 
night last June. Against these sorts of atrocity, say Isr 
their West Bank toughness looks relatively mild. 





One of us or one of them? 
They are right. Some of Israel's critics take a queer deligh 
inflating its misdemeanours (how many other nations are 
tinely compared to the Nazis?) and making light of its 
mate fears. Yet Israel cannot in fairness test itself aga 
standard set by China and Algeria while still claiming 
part of the West. Its repression of the Palestinians coule 
fiercer—and may well become fiercer as the intifada co 
ues—but is already brutal enough to make old friends sq 
Although support for Israel is deeply entrenched i 
American Congress, it is based rather more than it used 
on the lobbying power of American Jews, rather less on à 
viction that Israel is in the right. 

For Israel, any descent from the moral high ground i: 
pecially dangerous now that the weakening of the Sc 
Union diminishes America's need for regional allies. 
Yitzhak Shamir encountered more embarrassment. 
warmth during a visit to Washington last month. If Israel сс 
tinues to shoot Palestinian civilians and reject the cot 
mise of partition, the embarrassment may eventually : 
into indifference. The intifada may not push Israel ou 
West Bank; it will have inflicted a far deeper wound on. 
if it makes the West turn its back on the Jewish state. 





tricity as it does today, in which case atmosphere-warm: 
emissions of carbon-dioxide could be almost 75% hig 
Burning coal harms nature in other ways—by contributin: 
acid rain, for instance. Yet little of this damage is huili 
the price of coal. By contrast, ferocious safety standards 
nuclear plants to carry much of the cost of averting poss 
harm. Partly as a result, the electricity generated by Br 
remaining PWR, Sizewell B, could cost three times as mu 
electricity from the most efficient coal-fired plant. I 
the French champion of cheap nuclear electrici 
achieved this cheapness partly by running up current borr 
ings one-fifth as large as the entire French national debt, 


Conservation at a price 


Next year, the world's countries will start work ona com 
tion on climate change. The evidence for fearing global wa: 
ing (see page 105) is still hazy. But Britain has already agr 
in Holland in November, that an attempt to reduce emissi 
of carbon dioxide should begin by the end of the century 
government should therefore remember other argume 











head with: a с. programme offers Ше advantage of 
urity of supply; to improve energy conservation offers use- 
economic gains as well. Both would be easier if the price of 
05511 fuels reflected some of their environmental side-effects. 
A better nuclear programme would look hard at develop- 
ng "inherently safe" reactors, designed to shut down harm- 
ssly if things go wrong rather than (remember Three Mile 
sland) heating up to 5,000? C in two minutes flat. Prototypes 
f such reactors still work badly. But, quite apart from their 
eassuring name, they would be cheaper both to build and 
ismantle because they would not need the massive concrete 
rotection of a conventional PWR. 
For proven technology, low capital cost and Ck re- 
ns, though, nothing beats energy conservation. Every ex- 
-kilowatt of nuclear capacity currently costs around 
1,300—6-12 times the cost of saving a kilowatt. The govern- 
vent hopes that the market will see that frugality makes 
se. It should, but probably won't without a nudge. Most of 
he companies in the newly privatised electricity industry will 





their job is to sell electricity, not cus 
tomer satisfaction. They will find it hard to grasp the case for 
encouraging customers to instal equipment that reduces their 
turnover. And while the return on energy efficiency may look 
good beside a new power station, the customer will judge the 
return against other investments that may pay better still. 
Attitudes would change faster if fossil fuels carried a tax to 
reflect some of their polluting costs. To do its job properly, 
such a tax might one day have to be huge. To see how huge, 
look at a plant in Texas that strips carbon dioxide from its 
flue gases and buries it, to get more oil out of oil wells: its 
carbon-free electricity costs twice as much as the ordinary 
sort. Or look at some calculations by Mr Scott Barrett of the 
London Business School of the tax rates needed in the short 
run to produce a 2096 cut in carbon-dioxide emissions: 6796 
on coal, 5496 on oil and 4096 on gas. Britain is, rightly, far 
from agreeing that 20% is the right cut. But a wise govern- 
ment would tell industry that it will soon embark upon a long 
programme to raise fossil-fuel prices in small steps. That 
would be fair to investors, too. 
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club for leaders who provide the world with continuity, 
not-so-light entertainment 


EN each day seems to bring to power a new Eastern 
European leader, and send an old one into overdue re- 
ment, there remains a handful of unloveable old rogues 
о can be relied on to provide a sense of continuity amid the 
fusion. They are members of an elite club: the Survivors. 
ly those who have served at the helm of the ship of state 
0 years or more are eligible for membership. They hail 
m all points on the globe and the political spectrum, and 
me points off it. 

The club's Grand Old Man is Kim Il Sung. For 44 years 
orth Korea has benefited from the superhuman prescience 
many miracles of this "Oreat Leader". Yet he is also 
ssed with a ruthless political instinct, vision (of the tunnel 
iety) and a knack of pulverising opponents. He is not the 
nly member of the club to have found such qualities useful. 
urvivors are proud of their achievements, real or imag- 
ed. But they are not slaves to the past. Many are determined 
› build monuments that will outlive them. The Ivory Coast's 
dent Houphouet-Boigny is busy constructing the world's 
rgest basilica, Morocco's King Hassan the world's largest 
iosque, while Romania's Nicolae Ceausescu is bulldozing his 
apital to remake it in his own image—Stalinist grotesque. 

_ Despite the demands of hanging on to power, members of 
lub are often sentimental at heart: Zambia's President 
nneth Kaunda is given to weeping at his own speeches. It 
be lonely at the top, too. So what could be more natural 
in wanting to share the burdens of leadership with one's 
est and dearest? Those who like to keep it in the family 
de Mr Ceausescu (40 in his clan); Singapore's Mr Lee 
пап Yew, who is widely thought to be grooming his son for 
1€ suc ession; and of course North Korea’s “Great Leader”, 


who has earmarked his son, Kim Jong Il, the "Dear Leader", 
to take over. But as every parent knows, a family may turn out 
to be a source of disappointment. The downfall this year of 
General Alfredo Stroessner after 34 years at the top in Para- 
guay was planned by his daughter-in-law's father, and de- 
scribed as “а squabble over the family silver". 


Pot luck 


Few club members look forward to a quiet retirement. Some, 
like Tanzania's President Julius Nyerere and the shadowy Ne 
Win of Burma, cannot bear to let go completely; they bow оч = 
only to keep control from the wings. Fly-whiskingDrKamu ` 
Banda, president-for-life of Malawi, goes on and on, while his. 
subjects wait for nature to take its course. Zaire's President 
Mobutu Sese Seko has bolt-holes abroad but so far uses them 
only for holidays, not retirement. Libya’s Colonel Qaddafi 
says he regards “the past 20 years just as an introduction". 
Many believe that only baraka, divine luck, will let King 
Hassan die peacefully in his bed. He once escaped assassina- 
tion by hiding in a giant kitchen pot, and once by tricking two 
fighter pilots into believing that they had already bagged him. 
Survivors believe L état, cest moi. Many have acted as 
midwives at their countries' births and have watched over 
them ever since. Next year Syria's President Assad will be eli- 
gible for membership. He already seems to personify many of 
the qualities that one looks for in a Survivor. In 1980, it is 
said, he foiled an assassination attempt by kicking a grenade 
out of harm's way. Four years later he challenged his muti- 
nous, tank-commanding brother face to face: “You want to 
overthrow the regime? Here I am. I am the regime." 
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Let's talk about global presence 


Global presence. It must be more than a far-flung inter 
network. It must go beyond the telecommunications and 
puter links. It must add value to the financial relationshij 
We believe the global network must function as 
cial mechanism. It must bring together internationa 
resources to solve local problems 

Around the world, you'll find us ready to talk busine: 
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To get ahead 
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Something astonishing is happening on Wall Street. 

Twenty-six fierce competitors are joining together on 
a private communications network from NYNEX: 
Top firms like Kidder, Peabody, Cowen & Company, 
and Nomura Securities. 

The new fiber optic highway links the firms directly 
to their trading partners throughout New York’s 
financial community. Carrying voice and data by light 
waves. 

And it’s going to save the members of the Securities 
Industries Association about $15 million over the next five 
years. Which even to these giants is no small change. 
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The NYNEX family of companies would like to 
work with you, too. We offer you everything from 
computers, networks, and software to the services of 
New England Telephone and New York Telephone, the 
NYNEX company that created this innovative network. 
Call us at 1-800-535-1535. 

When we say the answer is NYNEX, it’s not just a 
lot of talk. 





Need to communicate? Need to compute? The answer is 
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Severiano Ballesteros. А strong mind is his secret. 
A strong watch his choice. 


The Times called it “arguably 
the finest last round in the 
history of the championship”. 

The man who played it 
called it “the best round of my 
life”. Then he added: “So far” 

In winning his third British 
Open Championship, Severiano 
Ballesteros had displayed, once 
again, the qualities that have 
caused so many of his peers to 
regard him as the finest player 
in the world. 

His game has always been 
noted for breathtaking drives 
and the kind of recovery shots 





THE ROLEX DAY-DATE CHRONOMETER IN I8CT. GOLD WITH THE PRESIDENT BRACELET. ALSO / 


that reveal a man who clearly 
does not recognise the word 


“quit”. 


Since Seve was nine years 
old, practising clandestine golf 
strokes after hours on his home 
Pedrena golf course, his sheer 
mental stamina has driven 
him on. Indeed, when someone 
asked him recently what he 
thought was the most import- 
ant characteristic of a would- 
be champion, Ballesteros said 
promptly: “A strong mind.” 

This single-minded search 





choice of watch: a Rolex Day- 
Date. 

It isa beautiful timepiece; 
but it is as tough and uncom- 
promising as his game. “It is a 
very strong watch,’ he says. “No 
water or sand can get into it 
at all.” 

No wonder. Severiano Balles- 
teros Rolex possesses an im- 
penetrable Oyster case and 
self-winding movement. 

Together, they ensure one 
thing: however tough fits 
the going, the tough 





for perfection is reflected in his will keep going. ROLEX 
of Geneva 
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THE UNITED NATIONS AGENCIES 


A case for emergency 


treatment 


The UN was supposed to build ma 


nkind a better world. Too many of its 


agencies have become private worlds of cronyism, sloth and incompetence 


Get problems do not respect na- 
tional frontiers: the spoiling of the 
environment; trade in illegal drugs; the 

read of alps; the 15m refugees who have 
„4 their own countries only to end, some- 
times for decades, in wretched camps else- 
where. No single government can put these 
things right on its own. Who can? Call in 
the United Nations. 

That is the theory. These are just the 
sort of supranational problems that the UN 
was intended to cope with. When the vic- 
torious.allies met in San Francisco at the 
end of the second world war to draft its char- 
ter, they had two aims: to provide a talking- 
shop that might avert another war; and to 

achieve international co-operation in solving 
international problems of an economic, social, 
cultural or humanitarian character, and in pro- 
moting respect for human rights and for funda- 
mental freedoms for all without distinction as 
to race, sex, language or religion. 


In short, to make the world not just a more 
peaceful place but a nicer one. 

Since then a vast and unwieldy network 
of specialised agencies has grown up to put 
these noble aims into practice. There are 
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now more than 40 such agencies under the 
UN. umbrella charged with giving technical 
assistance to member states. They employ 
over 50,000 professionals in 620 duty sta- 
tions around the world. Not even the UN 
secretariat in New York knows how much 
the whole thing costs. Most estimates start 
at around $6 billion a year. The world seems 
to be getting poor value for it. 


Unco-ordinated monster 
True, some of the UN agencies do their jobs 
reasonably well. One makes sure the law of 
the sea is adhered to. Another sets interna- 
tional post and telecommunications stan- 
dards. The World Health Organisation 
(WHO) played a leading part in the world- 
wide efforts that have eradicated smallpox 
and in starting to contain malaria. The fund 
for children, UNICEF, has taken a firm and 
sometimes effective stand to ensure that it is 
not the poorest of the poor who pay the bill 
when the governments of third-world coun- 
tries try to adjust their economies to market 
realities. 

But for each success story there are half- 
a-dozen of UN waste, incompetence and irre- 

















































sponsibility. The respected гей 
that runs WHO's global p 
gramme on AIDS avoids using 
WHO representatives in са 
member countries to dissemi 
its work, because they are of 
low calibre. The disaster-reli 
ganisation, UNDRO, is itself à 
ter; in the mid-1980s it spent m 
on its own air-conditioning tha 
on sending staff to disaster zon 
While millions were starving 
Ethiopia, the un Economic Com 
mission for Africa, based in Adi 
Ababa, proposed to spend $73.: 
building—no, not roads or da 
or other relevant public work 
but a conference centre for its 
there; 

Such examples are mere 
symptoms of a disease th: 
gtipped the UN agencies 
since their birth. Twenty yea 
Sir Robert Jackson, an Aus 
diplomat, was asked to study ther 
then, he reckoned, the UN system cou 
likened to 

some prehistoric monster, incapable i 
gently controlling itself. This isnot bec 
lacks intelligent and capable officials, 
cause it is so organised that managerial d 
tion is impossible. 
Remarkably, even now the UN does 8 
manage to keep some capable officials; b 
the monster has lost what little muscular 
ordination it ever had. 

No intergovernmental body can hope 
escape politics, however technical its acti 
ties may appear. But the UN has let che wa: 
ries of politics intrude damagingly into its 
agencies’ doings. : 

Frequent attempts have been made, fei 
instance, to exclude Israel from the coun 
of the International Telecommunications 
Union. The Palestine Liberation Organis 
tion provides chairmen for some comm 
tees of the UN Economic Commission fo 
West Asia. Refugee camps (ie, guertilla 
bases) controlled by the Khmers Roug 
who in four years murdered one-sixth о 
Cambodia's population, receive UN aid; 
the UN does not recognise the real gover 
ment which—whatever its (much smal 
faults and its origins as a puppet of Vie 
nam-—actually runs Cambodia. So the i 
habitants of that miserably poor country g 
no UN help at all. d 

The UN's inability to act except through 
governments limits its effectiveness нт 
general ways. The main agencies that de 
with economic development have little d 
rect contact with the wealth-creating privat 
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sector of the country concerned. All their 
efforts have to be channelled through the 
relevant ministry. Far from regretting this 
- barrier to efficacy, many of the agencies are 


perfectly content with it. 


Third-world distortions 
The influence in the UN of the newly inde- 


- pendent third-world countries has not made 


its agencies more effective. The new states 


P 85, 
- argued that they must have а strong voice іп 


designing the policies aimed at helping them 


- develop. Fair enough; but as the 1970s pro- 
= gressed this approach became increasingly 
` distorted. Under third-world influence, the 


UN agencies launched a crusade against pri- 


. vate enterprise and open markets. 


í 
d 


Spearheading the campaign for a “new 


` international economic order" (NIEO) was 


UNCTAD, the UN Conference on Trade and 
Development. Multinational corporations 

- were the demons of the МЕО universe, and 
UNCTAD poured forth codes and declara- 
tions aimed at limiting their freedom of ac- 
tion, forcing them to transfer technology to 
poor countries and establishing a global tax 
system which they could not evade. 

Other agencies were quick to climb on 
the bandwagon. WHO set out to fight the 
“drug colonialism” of the pharmaceutical 
companies and their patented products. 
The Food and Agriculture Organisation 


(FAO) concentrated its aid on state-owned 


farming, the least efficient method of grow- 
ing food. UNESCO, supposedly concerned 
with education, science and culture, devised 
its "new world information order”. This set 
out from the correct premise that rich coun- 
tries control most of the world's media, 
which means that reporting of events in 
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poor countries may be patchy, non-existent 
or biased. The remedy, UNESCO concluded, 
was to encourage third-world governments 
to meddle with reporting and to require 
journalists to hold licences issued by itself. 


Survival of the unfittest 

Though some of this philosophical baggage 
is now being jettisoned, it is a slow business. 
One reason is that few agencies have staff 
able or willing to develop anything new. 
Many are packed with time-servers more 
concerned with the forms of international 
bureaucracy, above all their own little em- 
pires, than practical results. 

The way staff are recruited bears much 
of the blame for the general low quality and 
demoralisation. If they were chosen solely 
on merit, the UN would be stuffed with Euro- 
peans and Americans; that is where most of 
the world’s skilled people come from. Clear- 
ly a result so imbalanced would be unaccept- 
able; the UN is right to discriminate in fa- 
vour of people from the third world. 

Alas, third-world countries are less dis- 
criminate in choosing who to send there. 
For them the UN agencies serve often as a 
convenient dumping-ground for people 
they would rather not have at home, be- 
cause they are incompetent or a political 
threat. And under the guise of equity, they 
have insisted that cushy jobs be created for 
their nationals at all levels of the UN. 

The richer countries, who complain the 
loudest about this, must share the blame for 
the politicisation of recruitment to what is, 
in theory, an international civil service be- 
yond the reach of national governments. 
The United States, for instance, often ac- 
cused Russian UN employees of being mere 
Soviet spies—as some were. But during the 
McCarthy era an FBI office was set up at the 
UN headquarters in New York, which pro- 
duced "evidence" that led to the sacking of 
more than 100 American UN employees as 
security risks. This system of vetting ended 
only in 1986. 

Member governments’ intrusive back- 
ing of their own nationals has created a sys- 
tem in which merit plays little role. A study 
by the UN’s own joint inspection unit dis- 
covered that in the mid-1980s some 30% of 
the agencies’ professional staff had not re- 
ceived any higher education. Too many UN 
staff have got in (and on) not because of 
what they achieved but because of where 
they came from, who they knew or who 
owed whom a favour. 


A troubled agency 


For an example of a troubled agency, take 
the UN High Commission for Refugees. In 
1986 Mr Jean-Pierre Hocké was elected to 
head it. He is a Swiss, who had made his 
name as operational director of the Interna- 
tional Committee of the Red Cross. Staff at 
UNHCR were soon grumbling. At first, out- 
siders put this down simply to Mr Hocké's 





Mayor took his place 


heavy-handed Swiss manner. And he did do 
some brave things, such as cutting off food 
supplies temporarily to refugee camps in So- 
malia, because the government was claiming 
the camps held twice as many refugees as 
they actually did, and was using the food to 
feed its army. 

But the grumbling went on. This Octo- 
ber four dissidents sent a dossier on Mr 
Hocké's activities to a Swiss television sta- 
tion. It was not very dreadful: the worst 
thing they said was that he had insisted on 
travelling first class when that was banned 
for all UN employees except the secretary- 
general. Hardly enough, one might think, to 
cause Mr Hocké to resign, as he did soon 
after the accusations were made. 

Behind this, though, lay other grut.. 
bles. Mr Hocké owed his election to the 
votes of African countries. He later created 
a new division to handle "inter-organisa- 
tional co-operation” and put in charge Mr 
Antoine Noel, who comes from the Horn of 
Africa. Not all his staff were happy, and, 
some felt, while Mr Hocké did not always 
consult others appropriately, he was notably 
ready to talk to Mr Noel before doing any- 
thing major. The result was a demoralised 
staff, and a loss of confidence in the agency 
among the rich countries which finance it 
that left it facing an $80m deficit on its oper- 
ations. Mr Hocké departed. 

One can, of course, do worse than leave 
a high post in the UN. Its ordinary staffers 
have seen their wages fall hard over the past 
decade, as the rich countries have withheld 
funds, in an attempt to impose some auster- 
ity. But the holders of top posts, some of 
them politically-created sinecures, can still 
live very well—and leave very well. On his 
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If you're looking fora safe place to stash 
some booty, try sailing into Barclays. 

We'll find a nice little spot for your money 
here in the Channel Islands, where you can 
enjoy the combined benefits of security and 
banking expertise. 

Bardays can offer a wide range of 
financial services from tax advice to 
savings plans, But, perhaps the. easiest 
and safest way to take advantage of our 


position is through our range of offshore 
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deposit accounts. 

Our Fixed 
Term Deposits, for 
example, offer anyone 
investing £2,000 ($5,000) or 
more a high fixed rate of 
interest in Sterling, dollars, 
Deutschmarks ог Swiss 
Francs (but not pieces of 
eight). 

A Call Account offers 
easy access on deposits 
"over £2,000, so you can 
dig into your savings at 
any time. You can even have a cheque 
book if your holding is in Sterling. 

Whichever account you choose, you'll still 
earn a good market-related rate of interest, 
paid gross. 

And wherever you're based it's simple 
to organise any of these accounts. Our experi- 
enced staff will be pleased to advise you by 
phone. 

So to turn your spare cash into buried 
treasure give us a ring on (0481) 23223 or send 
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THE UNITED NATIONS AGENCIES 









. recent retirement one under secretary-gen- 
_ eral received a $500,000 handshake, a pen- 
sion of $50,000 a year—and a $125,000-a- 


| year contract as a consultant. 


` Knot the purse-strings? 
Not that the UN is flush with cash. Far from 
_ it. The rich countries have used their finan- 
cial power to try tO knock some sense into its 
agencies. The United States has led the way. 
Y The Americans have long been irritated 
that while they pay one-quarter of the UN’s 
_ bills, their vote on how the money gets spent 
courts for no more than that of Burkina 
_ Faso, which pays $310,000 a year. In 1985 
- Congress ruled that America’s contribution 
` must be withheld unless there was substan- 
i tial reform. The UN responded by setting up 
a group of 18 wise men to review its efficien- 
cy. They held 67 meetings in six months, 
came close to agreeing on a radical course of 
- reform and then flunked it by producing a 

_ wish-list designed to please everyone. 
= The Americans have lost the will to 
keep up the fight in public. Just before he 
- left office, President Ronald Reagan said he 
- was satisfied with the reforms under- 
` taken. But the United States is still 
_ withholding large chunks of cash: it is 
. $279m in arrears on its 1988 contri- 
- butions and owes a further $205m 
- promised this year but not yet paid. 
_ Other rich countries have taken a 


B. 


subtler line. Britain makes agencies 
- sweat until the end of their financial 
year before it hands over the cash. 
But financial austerity has achieved 
ede meaningful reform. And since 

s have been imposed across the 

4 m the better agencies have been 


_ penalised along with the worse. 
` Sack the boss? 


The rich countries' other attempted 
cure for the UN agencies’ malaise has 
been to sack the man at the top. They 
ha ave had mixed fortunes. 

_ One recent target was Mr Edouard 
-Saouma, the Lebanese director general of 
‘the Rome-based Food and Agriculture Or- 
| ganisation (FAO). Mr Saouma’s rule, now in 
its fourteenth year, has become increasingly 
autocratic. The agency's “technical co-oper- 
ation fund”, worth $40m a year, is entirely 
‘in his gift. FAO does not reveal the details of 
- how it is spent, even to those who put up the 
| money. 

E tis upto Mr Saouma to decide whether 
а country is at risk of famine. According to 
Mr Dawit Wolde-Giorgis, a former Ethiopi- 
an government official responsible for fam- 
ine relief, this is an example of how one such 
- decision was influenced in 1984: 


, 









1 went to Rome and tried to brief Saouma on 
what was going on in Ethiopia. He interrupted 
the discussion and told me that our represen- 
tative їй Rome was not a really likeable 
person ....that it would be very difficult for 
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him to co-operate with the Ethiopian govern- 
ment as long as we had this man as our repre- 
sentative in Rome. 


A few weeks later Addis Ababa recalled its 
representative to the FAO. Mr Saouma de- 
cided there was a famine in Ethiopia. 

The incident was too much for some 
rich countries. When Mr Saouma was next 
due for re-election in 1987, they put up Mr 
Moise Mensah, from Benin, as a rival candi- 
date, reckoning that he would get the sup- 
port of the African states. So sure were they 
that he would win that management consul- 
tants were approached to see how long it 
would take to draw up a plan to overhaul the 
agency. They had under-estimated Mr 
Saouma. While the rich countries were fool- 
ishly relying on the colour of their man's 
skin, Mr Saouma had individual interviews 
with each of the African national represen- 
tatives in Rome. Africa voted for Mr 
Saouma, and by 94 votes to 59 he won a fur- 
ther six-year term of office. 

Not so lucky was Mr Amadou M'Bow, 
the Senegalese head of UNESCO. Some west- 
ern countries, enraged both by UNESCO's 





But Saouma goes on for ever 


philosophy and by the way Mr M'Bow man- 
aged his fief, had spent years gunning for 
him. The Americans had walked out, fol- 
lowed by the British. At last Mr M'Bow's 
critics got support enough to replace him. 
The new man, Mr Federico Mayor Zaragoza, 
looked good on paper. A suave Catalan bio- 
chemist, his candidacy was supported by 
100 Nobel-prize winners. 

Two years later, what has Mr Mayor 
been able to achieve? UNESCO seems to be as 
unfocused as ever, with 182 "sub-pro- 
grammes", more even than there were un- 
der Mr M'Bow. Mr Mayor's plan to launch a 
global campaign against illiteracy remains a 
plan. Meanwhile many of Mr M'Bow's 
place-men hold what one would be generous 
to describe as their jobs. 

Some remarkable luminaries grace 
UNESCO's staff. A former Congolese politi- 
cian who once served on his country’s mili- 


tary tribunal is now an assistant director- 
general in charge of culture and 
information. A former official of the Jaru- 
zelski regime in Poland runs the human 
rights and peace division. 


Cleaning up the shambles 

The crude truth about many of the UN agen- 
cies is that they don’t know what they are 
trying to achieve; and that cronyism, sloth 
and incompetence would ensure they could 
not achieve it even if they did. Any man 
who ran a business the way some are run 
would long since have been out of a job— 
most probably because he would have had 
no business left to run. The obstacles to re- 
form are huge, the courage to tackle them 
nowhere visible. Still, here are some 
suggestions: 

@ The system reflects the whims and false 
starts of 44 years. Some parts of it (UNCTAD, 
for instance) are of little use. They should ' 
radically slimmed or closed entirely. 

€ Other parts are paralysed by having too 
many disparate aims, too many programmes 
(UNDP, the UN Development Programme, 
for example, tries to oversee 4,930 
separate projects) and not enough 
cash. Each agency should be given a 
manageable set of objectives and fo- 
cused on those. 

€ Accountability must be improved. 
That would at least mean regular and 
public reports on where and how the 
money goes, and on how far pre-stat- 
ed targets of achievement are in fact 
being met. 

ө Co-ordination between the various 
agencies is much talked about. It 
should happen. Sir Robert Jackson 
suggested that UNDP be given the job 
of setting overall policy guidelines 
and sub-contracting the work to spe- 
cialised agencies. After 20 years of in- 
ter-agency bickering in which UND 
has been the big loser, this remains a 
good idea. Similarly UNEP, the envi- 
ronment programme, should co-ordinate ac- 
tion in its field. 

@ The quality and morale of professional 
staff must be raised. The only way to do this 
is to start rewarding merit, not political or 
personal connections. 

@ Not least, the length of time anyone can 
run an agency should be strictly limited. Mr 
Saouma was well thought of during his first 
term at the FAO. 

These suggestions are elementary com- 
mon sense. One might innocently think 
they would be judged as such by the third 
world, which suffers most from the failures 
of the UN agencies. But in practice third- 
world governments have been the fiercest 
opponents of reform. There is little hope for 
even minimal change unless the countries 
that pick up the bills take the task of reform 
seriously. 
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The Decade of Responsibility. 
An Oxford Analytica 


Special Business Report 
The Agenda for the 1990s. 


As the 1980s was a decade of historic change, so the 
1990s will reap the consequences. Will turmoil or 
stability prevail? What are the special challenges for 
business? The new opportunities? The attendant 
responsibilities? 

The Agenda for the 1990s is a thought-provoking 
Oxford Analytica report. Produced by a multi- 
disciplinary team of senior scholars it provides an 
incisive and essential frame of reference for the 
future. One which produces clear insights on such 
issues as: 
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* Europe. How far is the map going to be redrawn in consequence of new found 
democracy in the East? What will be the impact on the EC? 


* Perestroika. Will it come of age, or are the limits of political reform about to be 
reached? 


* Trade. How far will *1992" enable the EC to gain on the US and Japan? 


x Environmentalism. Will it become the common denominator of all economic 
systems? What burdens will fall on business? 


* Industrial Consolidation. Will increased international stability produce new 
global winners and losers? 


* Third World. Is the move towards democracy sustainable and what are the 
responsibilities of the developed world? 


* China. If retrenchment gives away to reform can Western business play a 
productive and profitable part in the process? [ 


Never has understanding change been more important and potentially profitable. 
Nowhere will you find a more stimulating analysis than The Agenda for the 19905. 
It costs just £285. To obtain your copy simply fill out the form. 
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[LJ CHEQUE ENCLOSED FOR £285 РЕК COPY. O PLEASE BILL ME/MY COMPANY. 
TO: OXFORD ANALYTICA LTD. 91A HIGH STREET, OXFORD, ENGLAND. TEL: 0865-244442. FAX 0865 242018 
OXFORD ANALYTICA INC. SUITE 9069, 1 WORLD TRADE CENTRE, NEW YORK, USA. TEL; 212-524-8272 
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9 | These days, the big news fr om 
Hungary isn't only on the front pages. 


$80,000,000 


The First Hungary Fund 
Limited 


80,000 Ordinary Shares 


We acted as financial advisors and placement agents 
in the private placement of these securities. 


Bear, Stearns & Co. Inc. 





International Finance Corporation 











November 1989 


It's also on the financial pages. 
The First Hungary Fund Limited pro- їп Hungary. While the rest of the world 
vides investors a way to participate in the | watches events unfold in Hungary, we 


business opportunities emerging from аге among the first with the foresight to 
the political, economic, and legal reforms capitalize on them. 


Bear, Stearns & Co. Inc., 245 Park Avenue, New York, NY 10167 (212) 272-3194 
Bear, Stearns International Limited, 9 Devonshire Square, London EC2M4YL (01) 626-5656 
International Finance Corporation, 1818 H Street, N.W., Washington D.C. 20433 (202) 477-1234 


issued by Bear, Stearns & Co. Inc. Approved by Bear, Stearns International Limited, a member of The Securities Association. 
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An Indian rope trick 


FROM OUR INDIA CORRESPONDENT 


АЛУ GANDHI is far from finished. He 
is no longer India’s prime minister, but 
he remains head of the Congress party, de- 
spite its humiliation in the election that 
ended on Sunday. On Wednesday night the 
partys members of the new parliament 
unanimously re-elected him as their leader, 
mping their tables and cheering as they 
so. They are not yet ready to dis- 
pose of the remnants of the Gandhi 
magic that has helped to keep them in 
power for so many years. Many are 
confident that before long they will 
be running things again. 

Well, perhaps. Congress was de- 
cisively beaten. With a few results still 
to come in, it seemed at midweek that 
the party would end up with no more 
than 191 of the 525 contested seats in 
the 545-member parliament. The 
electorate has not given a clear man- 
date to anyone. The Congress party's 
main rival, the National Front, won 
about 155 seats, of which nearly all 
were taken by the Janata Dal, led by 
Mr Gandhi’s former finance minis- 
ter, Mr Vishwanath Pratap Singh. 
Still, on Thursday it looked as if Mr 
Singh, despite playing hard to get, 
could be the next prime minister. 

Before the election the Front had 

ade a tacit alliance with both the 
Hindu-revivalist Bharatiya Janata 
party (BJP) on the right and the Com- 
munist party (Marxist), which is now 
communist only in name, on the left. 
Both have done well, the BJP remark- 
ably so. Both have agreed, in princi- 
ple, to support the Front without actually 
entering into a coalition with it. 

An alliance unsupported by a coalition 
could look a bit like the rope trick. But Mr 
Singh seems willing to try it. The вур'ѕ 85 
seats (up from only two in the previous par- 
liament) and the 39 won by the Commu- 
nists and their allies should give him a com- 
fortable majority. The Front is likely to gain 
a few more seats when an election takes 
place in the north-eastern state of Assam, 
where voting was postponed. Assam is ruled 
by one of the Front's member parties. 

This election, it is being said, is a water- 
shed in Indian politics, and for once the 
tired cliché is not inapt. The Congress party 
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(founded by an Englishman, A.O. Hume, in 
1885) has governed India almost uninter- 
ruptedly since the country got its indepen- 
dence from the British in 1947. The voters 
threw it out of power briefly in 1977, in a 
spasm of anger against the dictatorial ten- 
dencies Indira Gandhi was then showing. 
She had declared an emergency, put off elec- 





Damaged but not destroyed 


tions, thrown thousands of her opponents 
into jail. Her stringent birth-control policies 
cost her many votes in the Hindi-speaking 
heartland of northern India. But the anger 
soon spent itself, and the anti-Congress gov- 
ernment fell apart. 

In. this election there has been no 
deeply-felt anger, even though the number 
of deaths has, sadly, been more than 100. 
The turnout was almost 1096 below 1984's, 
when Mr Gandhi was swept to power with 
401 seats and 4996 of the vote. This time he 
lowered the voting age to 18 from 21, a risk 
in a country where students are usually in 
revolt against their elders. But exit polls 
showed that the vote for the Congress party 





among the youngest was only 396 lower than 
in other age groups. The true cause of the 
Congress party's defeat is that, for most In- 
dians, the days when the dominance of asin- 
gle party was acceptable have come to an 
end. Voters are at last willing to trust some- 
body else with running the country. Indian 
democracy may have come of age. 

The percentages tell the story of the 
Congress party's slipping hold on the elec- 
torate. In India’s first three elections it gor 
44-47% of the vote. By 1967 that was down 
to under 41%. In 1984 Indira Gandhi's 
assassination won it the sympathy vote, and 
pushed the figure up to a record 4996. Now 
the trend of the 1960s has reasserted itself: 
preliminary estimates suggest that 
Congress's share of the vote has 
dropped to just below 4096. Coupled 
with the fact that the main opposi- 
tion parties avoided fighting each 
other in 425 constituencies, that en- 
sured the Congress party's defeat. 

Mr V.P. Singh is likely to start 
out as a popular leader. An exit poll 
of those who voted for the National 
Front showed that 8396 wanted him 
as prime minister. His reputation as 
the Mr Clean of Indian politics has, if 
anything, grown stronger since he 
was expelled from the Congress party 
in 1987 for trying to investigate the 
illegally-held foreign bank accounts of 
prominent Indians. In the past six 
months the Congress party has done 
its best to smear him. He has been ac- 
cused of holding illegal accounts 
abroad in his son's name, and of tak- 
ing $1m from America's Central 
Intelligence Agency. As each charge 
was disproved, people's faith in him 
grew stronger. 

Mr Singh says he aims to clean up 
Indian politics. He intends to reform 
the way elections are paid for—per- 
haps setting up a national fund for 
the use of candidates—and to appoint an 
ombudsman to investigate charges of cor 
ruption in public life. He wants India's state- 
owned radio and television to become an in- 
dependent corporation, not unlike the BBC. 

His few remarks on the economy suggest 
that he will not reverse the policy of eco- 
nomic liberalisation that he helped Mr Gan- 
dhi usher in five years ago. He is likely to 
simplify India's tax laws, and replace some 
of its irrational excise duties with a value- 
added tax. 

And what of Mr Gandhi? He has not 
been an inspiring leader of his party in this 
election. But, surprisingly, in many in- 
stances voters appear to have put aside their 
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personal thoughts about the party leader. 
Ins tead, they have taken a cool look at their 
- local candidate and the conduct of the local 
party. The result is that, while the Congress 
I ym badly beaten in its old stronghold 
of northern India, winning barely 50 seats 
ош of nearly 350, in the south, where the 
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non-Congress parties had been strong, the 
Congress has won 125 out of 150 seats and 
increased its share of the vote. To this ex- 
tent the voters have declared a plague on 
both houses. In the mature democratic India 
that seems to be emerging, no one's vote can 
be taken for granted. 





An the name of charity. 


` FROM OUR HONGKONG CORRESPONDENT 


ANG warfare in the boat people’s 
Ф У camps; accusations of official brutality; 
unwilling families made ready for deporta- 
tion. The stories hog this week's headlines 
dr | Hongkong as the governments of Britain 
and its colony seek to bribe Vietnam into 
g back those who do not wish to 
к. 
_ Perhaps the inducements—so 
far, it seems, $620 for each returning 
Vietnamese—are too low. On No- 
vember 28th Vietnam's official news 
agency, parading high principles 
Vietnam rarely practises, announced 
that “the Vietnamese side rejects as 
always the return under duress and 
considers the best solution to be to as- 
sure the principle of free consent” 
- . Yet clearly some dramatic twist in 
this sorry affair is meant to be immi- 
ment. Last week Britains Mrs 
Th atcher told America's President 
Bu sh that the "mandatory repatria- 
tion" of boat people from Hongkong 
would soon occur regardless of Amer- 
‘ica’s repeated, insistent view that "in- 
гена repatriation is unaccept- 
ible until conditions improve in 
Vietnam”. 
Mrs Thatcher's ministers and her 
governor of Hongkong echo her sentiment: 
there is no alternative—so expect it, in the 
words of Mr Emrys Davies, Britain's ambas- 
sador to Vietnam, "before the end of the 
ear, certainly before Christmas”. 
` Reasons do exist. Hongkong has 57,000 
Vi ietnamese, the colony’s largest expatriate 
group by far. Almost 45,000 of them came 
or after June 16th last year, when a 
icreening process (designed, in vain, to de- 
te ) was introduced: to separate ' 'genuine ref- 
; " from mere "economic migrants". So 
fr. j just under 700 have made the grade, and 
more than 6,000 have failed. The implica- 
tion, therefore, i is that of the 45,000 perhaps 
pes one in ten will join the 12,400 counted 
is proper refugees because they landed in 
E Hongkong by June. 15 1988. The rest will be 
- "illegal immigrants", to be deported as auto- 
matically as America deports its unwanted 
. Mexicans and Haitians. It already takes 
_ years for the "genuine" Vietnamese to be 
resettled in America and other western 
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countries (just over 4,000 have left for 
homes there so far this year); it would be 
horribly inhumane to keep thousands 
penned up who have no hope at all of 
resettlement. 

Nor does the reasoning rest solely on 





Martin Lee proposes another way 


the arithmetic. Hongkong officials, no 
doubt decent human beings all, argue that 
unless mandatory ("forcible" is not a word 
they like) repatriation begins soon, the fa- 
vourable winds of next March will bring 
thousands more boat people with their im- 
possible dreams. At that point, they say, the 
patience of Hongkong's Chinese (not 
known for their sympathy for other races) 
will snap, and they will demand the ending 
of Hongkong as a port of first asylum. And 
what then? officials muse. Hongkong's ma- 
rine police will be forced to turn away Viet- 
namese boats loaded to their rotten gun- 
wales with malnourished wretches. 

But not everyone finds the reasoning so 
compelling that there is no alternative. Mr 
Martin Lee, the liberal conscience of Hong- 
kong’s Legislative Council, this week of- 
fered a different line of thought. Screening, 
he argues, hurts Hongkong, since those 
"screened out” have no remaining claim on 
the resettlement countries and so automati- 
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Stalin lives 


OME things remain constant in a 

changing world. North Korea 
held local elections on November 
19th. According to the government's 
news agency, 100% of those eligible 
had voted “amid a high degree of po- 
litical enthusiasm" for officially ap- 
proved candidates by two o'clock in 
the afternoon. 











cally become the colony's responsibility. 
Nor will ending Hongkong’s status as a port 
of first asylum make any difference: under 
“customary or general international law” 
(Mr Lee is a lawyer of some repute) Hong- 
kong must still provide temporary shelter 
and still cannot forcibly return boar- 
people to Vietnam “unless we are Ci 
tain that they will not be persecuted 
upon their return". 

That certainty is something the 
governments of Britain and Hong- 
kong seek, but Mr Lee doubts it can 
be found. Why attempt a policy of 
mandatory repatriation when it risks 
retaliatory economic sanctions 
against Hongkong from America’s 
Congress, let alone scenes of sorrow 
and acts of desperation before the 
world’s television cameras? Surely it is 
folly for Hongkong to ask the western 
world to “take us by the millions for 
fear of being returned to a communist 
regime in 1997” while simultaneously 
“demanding the British government 
to send the boat people back to Viet- 
nam, another communist country, 
against the wishes of these people”. 

Better, Mr Lee argues, to estab- 
lish an internationally financed cer 
tre on one of the Philippine islands to hol 
all the region's unwanted boat people. Let 
the "illegal migrants” live and work on their 
island "until Vietnam, with foreign help, 
can restore its economy”. 

All very well, if the Philippines would 
make an island available and work could be 
found for all the Vietnamese who went 
there. Hongkongers would be pleased. 
Though they gave millions of dollars to their 
compatriots in China in May and June, they 
can find little sympathy for the Vietnamese. 
Mr Lee is an exception. 

He asked this week, "Are we as a com- 
munity so utterly devoid of the milk of hu- 
man kindness that it is now a sin to be chari- 
table... ? Are we so full of self-pity for our 
own plight because of 1997 that we cannot 
spare a thought for those who are more un- 
fortunate than we. . .? Let us do unto the 
Vietnamese people as we would have the 
free world do unto us.” 
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AMSTERDAM 


worldwide 


KLM took off in 1919 and has been 
building its worldwide network ever since. 
Brick by brick. 

Bridging more than 140 destinations 
in 76 countries. 
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“With IBM, we have 


the power to manage 
the power” 


— Hung Chuan Lu 
Director, Information Systems Department 
Taiwan Power Company 


Taipower supplies all of Taiwan with electrical 
energy. The company’s biggest challenge is to 
keep up with the explosive growth of the 
country’s economy and to anticipate its needs 
well into the next century. 


The key to meeting this challenge is advanced 
management of information. Every hour, 
Taipower needs to know what the demand is 
likely to be and where the energy will come 
from. Working with industry specialists from 
IBM, Taipower has developed a sophisticated 
system that provides a detailed graphical 
analysis of electrical supply and demand. 


Today, an intricate forecasting job that used to 
take a month now takes just two minutes. The 
IBM system also helps Taipower planners get an 
accurate idea of which sources of electrical 
power — fossil, nuclear, hydroelectric — will be 
the most cost-effective over any given time 
period. 


To be a world competitor, Taiwan relies on a 
constant flow of electrical energy. To provide 


that energy, Taipower depends on a constant flow 


of information. In the words of Hung Chuan 
Lu, *IBM is an essential part of our business." 


We're in the results business 
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our expertise is in creating wealth. 
Ours is in orchestrating its growth. 
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WHILE you are able to conduct your business 
with speed and efficiency, rarely do you have the 
time to orchestrate your personal investments 
with equal ease. 

At Lloyds Bank International Private Banking, 
we have an expert international investment team 
able to make quick investment decisions on your 
behalf. Based on agreed objectives, a Portfolio 
Manager will ensure your funds are invested in 
the best possible way, balancing risk and return in 
line with your needs. 

We have both the time and resources to assess 
world markets continually, to weigh the impact of 
political and economic changes. In today's volatile 
conditions, such facilities are invaluable to the 
private investor. 















YOUR PRIVATE BANK 
Through a personal adviser, your account execu- 
tive, all the skills of a banking network spanning 
40 countries can be mobilised to help you achieve 
your goals. Nowhere will you be assured a more 
professional, discreet, efficient and personal 
service — worldwide. 

To find out more, please contact: Steve 
Ushiyama, 2901-4 Admiralty Centre, Tower 1, 
18 Harcourt Road, GPO Box 10126, Hong Kong, 
or telephone (852-5) 823.2122/3. 


I Lloyds Bank 
International 
i Private Banking 
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Philippines 


Spectre of the 
cronies 


FROM OUR SOUTH-EAST ASIA CORRESPONDENT 


HE Philippines had a headstart on 
many other Asian countries. Twenty 
years ago its people were better off than the 
South Koreans and Thais. While the coun- 
try lived under an illusion of prosperity, Fer- 
dinand Marcos and his cronies raped it. To- 
day the Philippine economy is best known 
for the inequality of its income distribution. 
It has more in common with Latin Ameri- 
ca’s poorer countries than most of its 
neighbours. 
Last year it looked as though the econ- 
omy could break loose from the Marcos leg- 
y of debt and corruption and begin to re- 
in lost ground. Output expanded by 7.5% 
in the first nine months of 1988; but in the 
same period this year it had slowed to 5.6%. 
The Philippines can scarcely afford even 
this considerable growth. А consumer 
boom has been its main engine; three- 
month waiting-lists are common for a new 
Japanese car in Manila. This year’s trade def- 
icit is certain to be more than double last 
year's $1.1 billion, according to the Ameri- 
can embassy. Inflation is said to be over 
13%, and a recent rise in the cost of oil will 
drive it up even further. The government is 
relying on savage interest rates to squeeze in- 
flation and prop up the peso. But even bank 
lending rates of 24-30% have not prevented 
the peso from falling to a three-year low 
against the dollar. The peso is expected to 
be devalued by more than 10% early next 
year. 
The economy overheated so quickly 
thanks, in part, to the country’s debilitated 
nfrastructure. There was plenty to put 
„ight.  Manila's — "brown-outs"— power 
cuts—are now so regular that newspapers 
publish timetables for them. Mrs Aquino 
has promised normal power by June. It is un- 
clear how she will do this. The Marcos ex- 

















Power-cuts for Aquino 


travagant solution for abundant electricity, 
the nuclear power plant in Bataan, across 
Manila bay, has been abandoned, unfin- 
ished, and the government hopes to be 
spared repaying the $2.2 billion debt run up 
to build it. 

Mrs Aquino is an optimist. She has 
promised to double Manila’s bus fleet and 
to build more decent roads. New telecom- 
munications firms are to be allowed (but not 
to compete in areas served by the Philip- 
pines Long Distance Telephone Company, 
which is controlled by the Cojuangco fam- 
ily, of whom Mrs Aquino is one). The fight 
against corruption is to be renewed. When 
this list of promises was offered to an audi- 
ence of businessmen one of them remarked 
on "her mastery of indirection”. 

Criticism from politicians—jostling for 
attention as the 1992 presidential election 
appears on the horizon—is more intense. 
Without a vastly improved infrastructure 
(and a more liberal investment policy) the 
Philippines will remain unat- 
tractive to the Japanese, Tai- 
wanese and Korean industri- 
alists combing South-East Asia 
for sites for low-cost factories. 
Without their investment, the 
Philippine economy is unlikely 
to create enough jobs for the 
voters. The unemployment 
rate in Manila is thought to be 
over 1796. Mr Vicente "Ting" 
Paterno, chairman of the Sen- 
ate's economic committee, says 


some Im new jobs a year for 
the next eight years just to stop 
unemployment from rising. 


Mrs Aquino's land-reform 


the economy needs to create ` 


programme is getting nowhere. Congress 
has refused to confirm Mrs Aquino's 
choice, Mrs Miriam Defensor Santiago, a 
the head of the programme. Whatever 
Defensor's qualifications for the job may b e 
she has won few friends among congressmen 
by comparing their intelligence to that of 
the lower forms of marsupials. : 
Aquino's decision not to sell her family's es- 
tate to its workers, but rather to offer them 
shares in it, has sent the wrong s 
Marcos's former cronies: that it will soon be 
business as usual. z 
Last week one of Marcos’s buddies, Mr 
Eduardo “Danding” Cojuangco, an es 
tranged cousin of Mrs Aquino, decided it 
was safe to come home. Mr Cojuangco held 
a monopoly on coconut exports and co 
trolled San Miguel, which used to have a 
monopoly on brewing. He was in the aircraft 
that took Marcos to exile. Mr Cojuangco is” 
still immensely rich. He will take a keen in- 
terest in the next presidential election. 






























































Hongkong 


And now, hard 
times 


FROM OUR HONGKONG CORRESPONDENT 


MPTY rooms at the Mandarin Hotel, ' 

easy reservations in the Cantonese res 
taurants, vacant spaces at the Garden Road 
car park, no pre-Christmas crowds in t е. 
Wing On department stores. Even the dea fA 
and the blind can sense the economic 
is fading. 

Last week Hongkong’s affable financial 
secretary, Sir Piers Jacobs, gave substance to 
their fears. He forecast that the British co 4 | 
ny's economy this year would grow by 3%. _ 
Not bad for most of the world’s economi 
but it compares with an annual average 
dynamic Hongkong of 8.3% for the past de 
cade. Moreover, only three months ago Sir 
Piers had said 5%, and six months ago 6% 
What is going wrong with an economy so” 
proud of its resilience? М 

The short answer is neighbo g 
China: its inflation shows up in the price of 
the food it exports to Hongkong; its anti 
inflation programme of austerity limits ii 
ports from Hongkong; and, most perni 
ciously of all, its political repression is 
encouraging more and more Hongkongers 
(the rate now is about 50,000 a year) to leave ` 
before China takes over in 1997. 

Hongkong's figures since China pun- 
ished its dissident democrats in June tell the 
story. Between July and September exports 
of goods made in Hongkong fell in real 
terms by 1% compared with the summer 
months of 1988; the number of visitors (one - 
in four is normally on the way to or from 


mainland China) dropped by a fifth, to 
39 
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Where have all the flowers gone? 


FROM OUR EAST ASIA CORRESPONDENT 


OUTH KOREA faces a drastic threat 

to its future well-being: a shortage of 
girls. This is no joke. The statistics people 
in Korea’s Economic Planning Board pre- 
dict the number of South Korean men per 
100 women—79 in 1980—will be 105 by 
the end of this year and will rise to 120 in 
the year 2000 and 126 a decade after that. 

Such predictions are made by relying 
more on calculators than on common 
sense. But there is a traditional preference 
in Korean society for boys rather than 
girls. A United Nations survey of 28 
developing countries in the late 1970s 
showed that, along with people in such 
poor countries as Nepal, Pakistan, Indo- 
nesia and the Philippines, Koreans would 
much rather have boy children than girl 
ones. In olden days country folk would re- 
sort to infanticide if the stork failed to de- 
liver a boy. 

That practice died out this century. 
But industrialisation has brought back 
two modern versions of it. One is adop- 
tion. Many poorer Korean families, keen 
to have a son, are so disappointed to dis- 
cover that they have a girl instead that 
they send off the hapless child to be 
adopted abroad. 

A Korean official tells of two reporters 
of the Wall Street Journal who came from 
America to interview President Roh Tae 
Woo. They pulled out photographs of 
their babies to show the president. Both 
babies were adopted Koreans. Although 
the president nodded politely at the pic- 
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heaven for them 





tures, a stern editorial appeared in a Seoul 
newspaper later about the insult this flow 
of babies causes to Korean pride. 

Some parents in search of sons take 
more direct measures. Korea's secondary 
sex ratio (the number of boys born alive 
per 100 girls) began to creep up in the 
1970s. In 1966 the ratio was 107.5, just at 
the upper limit of international norms. By 
1980, it was 108.3; and in 1985 it had 
risen to an unusual 110.4. 

Mr Lee Hee Baik, a professor at Seoul 
National University's graduate school of 
health, says there are three possible ex- 
planations. One, implausibly, is that Ko- 
rean folk doctors have discovered a way of 
conceiving boys, which has hitherto 
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eluded western medicine. Another is that 
disappointed fathers delay registering the 
birth of their daughters for perhaps a 
year, thereby distorting the figures. The 
third is that pregnant Korean women in 
large numbers are finding out the sex of 
their child, and aborting the foetus if it is 
female. 

Evidence for the third explanation can 
be found in the city of Taegu, in south- 
east Korea, whose census figures are 
alarming. Of children born third in Taegu 
families, there are 305 boys to every 100 
girls. For fourth children, the rate is 582 
to 100. Most Koreans expect to have one 
or two children; when they are on num- 
bers three or four, it would seem that des- 
peration prompts extreme methods. 

“When a woman comes in for her 
third child," says Mr Hong Sung Bong, a 
Korean gynaecologist and obstetrician, 
“the doctor does not need to ask: he 
knows she has two daughters." Mr Hong 
thinks that 20,000 "selective" abortions 
are carried out every year, and that some 
doctors could well be doing 20 a day at 
500,000 won ($750) a piece. 

Traditional demographers might argue 
that the imbalance will eventually disap- 
pear: as young men look in vain for girl 
friends, parents will come to value daugh- 
ters more. Sociologists might say that be- 
ing primitive enough to prefer boys but 
advanced enough to have the technology 
to detect and get rid of girls is a sign of the 
uneasy half-way house that Korea now in- 
habits. The government wants to take no 
risks. In 1987 it imposed stiffer penalties 
for performing illegal abortions, and re- 
cently it has firmly told doctors to desist. 
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to Hongkong’s unions; and workers from 
the mainland are unacceptable to the go 
ernment because they could all too easi., 
disappear among their Hongkong kinsfolk 
and become permanent residents of an over- 
crowded territory. So far, despite the an- 
guish of Hongkong’s employers, the govern- 
ment has given entry approval to only 2,500 
workers, all skilled. 

Must the remedy, therefore, be a pain- 
ful, job-destroying recession? Not necessar- 
ily. Perhaps Britain and its allies will stem 
the emigration of talent by now providing 
passports or other guarantees of sanctuary 
should China’s rule after 1997 prove cruel. 
Perhaps China will bolster Hongkong’s con- 
fidence with words of sympathy, and with 
offers of money for the infrastructure 
projects. More prosaically, perhaps China 
will soon devalue its currency and so lessen 
Hongkong's imported inflation. But until 
then, Hongkongers will increasingly spend 
less and save more— just in case they decide 
to leave. 


to come from the private sector) and timeta- 
ble will demonstrate a confidence in Hong- 
kong's future after the British have left. 

The problem is finding people to do the 
work. One estimate is that the building in- 
dustry, which now has 72,000 workers, is 
10,000 short of the number needed to cope 
with the project—and 2,000 of those 
needed are skilled workers. Keeping labour 
costs within budget will be almost impossi- 
ble. Indeed, Hongkong's bus drivers went 
on strike this week for the first time since 
1967, in the disturbed days of China's Cul- 
tural Revolution. 

The problem is not insurmountable, 
merely difficult. Sir Piers and his colleagues 
know full well that they could use some of 
the 57,000 Vietnamese boat people locked 
in Hongkong's detention camps; or they 
could import contract labour from the Phil- 
ippines and elsewhere; or they could allow 
in Chinese workers from the mainland. But 
not, apparently, just yet. The Vietnamese 
are unacceptable to Hongkong's Chinese; 
contract labour is supposedly unacceptable 


| down, admitted to slower sales. Meanwhile, 
` unemployment is at a minimal 1.4%—zero 
| for practical purposes—and the price of ev- 
— erything from school fees and food to trans- 
—— port and medicine is rising by more than 
10% a year. In October demand for imports 
. grew so weakly that the trade surplus was 
four times the October 1988 figure. Hong- 
| kong is staring at a stagflationary combina- 
tion of rising prices and slowing demand. If 
nd in America, which takes a third of 
— Hongkong-made exports, also weakens, 
- Hongkong's woes can only worsen. 
; Is there an easy remedy? In October 
-  Hongkong's governor, Sir David Wilson, 
- announced a HK$127 billion ($16.27 bil- 
— lion) scheme over the next ten or more years 
- to build a new airport, along with new con- 
— tainer-shipping terminals and a connecting 
— road system. The idea makes economic and 
- political sense: renewing the infrastructure 
- will boost the economy in the short term 
and enhance its prospects over the long 
term; the required money (6096 of which is 
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No Matter How Many Pieces 
Of Luggage You Own, We Guarantee 
ee ТШ You'l Use This Bag The Most. 


| Dru p 
| ym E To Prove It, 
| айй . We’ll Bet You ant in Cash! 


$100 says this is the bag you'll use the most! In 
fact, we doubt you'll ever travel without it! 
We're that confident because this new 
patchwork leather bag by Kluge is a 
traveler's dream. Here's why we can 

make this incredible offer... 


















Sensational value! Payable in three monthly 
installments of just $45.50 each! 

Our direct-to-you price is just $129. And thre 
monthly payments of only $45.50 can bi 
charged to your credit card. (The 


Am i oS cena total of your payments will 
om le ara be $129 plus $7 50 shipping 
The new leather bag 1 hand! 126 50* 1 

by Kluge collapses to fit end. handling, or SG 
y B P There are no middlemen 


under an airline seat 
with all you need for an 
overnight ...yet ex- 
pands to hold every- 
thing for a week-long 
stay! It's light as any 
bag you've ever car- 
ried...and elegant, too. 
The exclusive new 
design keeps your 
shirts from crushing, 
your suits neatly 
pressed — all in one 
good looking, light- 
weight carry-on bag. Even 


No extra markups. This 
new Kluge is an exclusive 
new design available uni- 

quely through this offer 


No Risk Guarantee. 

Order now! 

Order now at absolutely 

no risk. If vou're not com- 
pletely satisfied that the 
new Kluge is everything we 
promise, return it within 30 
days for a full refund. And 
has separate places for your shoes, dirty laun- if it’s not the bag you most use 
dry, and toiletries. The ingenious expanding after one year, we'll pay you 
compartments let you replace three standard lug- $100 — and you keep the bag! Just let us 
gage pieces with this amazing new Kluge bag! know. Order the best bag you'll ever use — today! 
















Unbeatable Features of 
This Exclusive Kluge Bag 


* Wide, padded, detachable 
shoulder strap. 

* Comfortable, padded 
carrying grip. 

* Hardened plastic feet. 

* Three zippered central 
compartments. 

* Long-lasting hardware. 

* Zippered "secret" 
compartments. 

* Easy-to-open outer pouches. 

* Removable shoes and Ingenious expanding compartments expand 


toiletries bags. for longer trips, collapse to a compact 
21" x 13" x 8" for overnights. 








ox 4 Call Now! 
7| TOLL-FREE 1-800-367-4534 


Send mail orders to: Orders shipped UPS within two = Extension 656 
LUGGAGE DIRECT business days. - (Phone Mon.-Fri. 8:30 A.M.-10:00 
47 Richards Avenue "Residents of these states please add =} PM., Sat. 9-5 Eastern Time) 





Norwalk, Conn. 06857 the following to include state sales tax: 
© 1989 MBI CA-6%, СТ-8%, NY-4%, TN-7%4%. 


All orders subject to acceptan 
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. This AutoCAD comes complete with: With this AutoCAD, you get: 
Fines and imprisonment The latest technology 
Computer viruses Direct technical support and training 
Guaranteed downtime Timely low-cost upgrades 






Which AutoCAD 
Does Your Company Depend On? 


AutoCAD is the world's most widely-used CAD 
program for desktop computers. But if your people 
are depending on an illegal version, they're putting 
you, your company, and your critical projects at risk. 
An authorized version of AutoCAD pays for itself 
many times over—let us show you how. Call your 
Authorized Autodesk Distributor and ask about our 
full range of services, including volume discount 














programs. 
® 
Japan Australia Singapore Seoul, Korea Bangkok, Thailand Kowloon, Hong Kong Lahore, Pakistan 
813-473-9511 613-429-9888 65-224-2669 82-2-780-8777 662-235-8354 852-3-736-2322 92-42-871-546 
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El Salvador's death squads reawaken America's dismay 


Harsh reminder from the 


neighbours 


WASHINGTON, DC 


HE Bush administration's main aim for 

Central America in 1989 was to have it 
go away. Remembering the long Reagan 
rows over Nicaragua and El Salvador as an 
enervating distraction, Mr James Baker, the 
secretary of state, sought bipartisan support 
for a policy of encouraging democratisation 
by persuasion rather than by war. For most 
Ж the year this seemed to work. But the 
alm could not survive the November offen- 
sive by the Salvadoran rebels. The slaughter 
of six Jesuit priests by uniformed men drew 
dismayed protests from liberal Americans; 
then a plane-load of eastern surface-to-air 
missiles destined for the guerrillas crashed, 
drawing protests from the right. Central 
America was back. 

The immediate effect of the missile dis- 
covery was to bump the region to near the 
top of the Malta summit agenda. Armed 
with repeated promises from the Soviet 
Union that Nicaragua would not supply 
weapons to the Salvadoran guerrillas, and 
specifically that surface-to-air missiles would 
never reach them, Mr Baker carpeted the 
Soviet ambassador and Mr Bush set out for 
Malta ready to demand explanations. 

The Soviet Union stopped supplying 
Nicaragua at the end of 1988 and is said to 
be angry with the Cubans for continuing to 
do so. Mr Bush's retort to this is to say, in 
effect: how dare you ask the West for sup- 
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port for economic reform at home while 
sending five times as much money to Cuba 
and Nicaragua as the United States sends to 
the entire hemisphere? Mr Bush's advisers 
seem determined to make good Russian be- 
haviour in Central America a condition for 
good relations. 

Domestically, the Cessna crash helped 
the administration to make its point, just as 
the murder of the priests helped the Demo- 
crats and religious groups who want military 
aid cut off to El Salvador to make theirs. 
There was a series of protests and Mr Bush 
was heckled by a group of nuns in Chicago. 
But the fragile bipartisan consensus on Cap- 
itol Hill survived an attempt to cut off aid, 
both houses passing a resolution making 
further military help for El Salvador condi- 
tional on a serious attempt to arrest the 
murderers of the priests. 

The administration takes the view that 
the rebel offensive was sparked not by offi- 
cial repression but by the absence of repres- 
sion. The guerrillas, according to this inter- 
pretation, needed to  provoke the 
government. They had been trying to do so 
through assassination without success and 
the offensive was an act of desperation di- 
rected at American television viewers: a Sal- 
vadoran Tet offensive (some of the guerrillas 
are said to have been trained in Vietnam). 
As the offensive temporarily wound down, 









assassination resumed: on November 28th a р 
former chief justice was killed. 1 
In Nicaragua, the Bush administratior 
calculated that, once the contras were out о 
the news, President Daniel Ortega would 
soon shoot himself once more in the foot, 
restoring domestic American opposition to 
himself. And so it has been. The hopeful 
Democratic view that, given space to 
breathe, Nicaragua would concentrate on . 

domestic restructuring was damaged by 
} 



































discovery of the Cessna's missiles, one of six 
flights exporting to the Salvadoran guerril 1 
las an unprecedented ability to dent the gov- _ 
ernment’s air superiority. Such interfe d 
in a neighbour's war, in contravention of ar- 
ticle six of the Tela agreement, did Mr Or- 
tega harm among fellow Central Americans. 
Mr Bush was able to say that he had been _ 
asked by no lesser man than Costa Rica's 
President Oscar Arias to raise the question - 
of arms supplies with Mr Gorbachev. à 

A senior State Department official in- 
terprets most of Mr Ortega's latest actions _ 
as a sign of the Sandinists’ lack of confi- ! 
dence in their ability to win the February 
election. He argues that they have not only _ 
suspended the ceasefire and escalated the 
war in El Salvador, but have also begun un- 
leashing mobs at opposition rallies and 
intimidating voter-registration efforts. If the 
election is not seen to be fair, Congress - 
might more easily be pushed on to the war- 
path again. 

The administration's policy towards 
Nicaragua now has few severe critics on the — 
left. The right, however, grows angrier by 
the day. Mr Tom Cox of the Heritage Foun- — 
dation lists a long series of election irregular- - 
ities that he says have passed with too litt 1 
protest from Mr Bush: from the denial of - 
television time to the opposition to the fact — 
that soldiers can queue separately in shorter 
queues than civilians to register. “There is _ 
one guy who could stop all this with a 
word—and it's Mr Gorbachev,” says Mr El- _ 


liott Abrams, a former assistant secretary oi | 
" 
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state (see next page). 
The administration is less certain than it 
used to be that Moscow pulls all the strings; 
it recognises other causes of unhappiness in 
the region. Ask that senior State Depart- _ 
ment official how long it will be before _ 
things get better in Central America and _ 
you get three answers: this could be the last _ 
death rattle of communism; El Salvador _ 
could turn into Lebanon; or the worst vio- _ 
lence always precedes the peace as both sides 7 
jockey for advantage. Moke the absence of — 
the Reaganite nightmare: a red horde de- - 
scending on Texas. 
— 
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AMERICAN SURVEY 






| D ase dismissed 


" ATEVER may have happened in 
V V the lran«ontra affair, each passing 
weel makes it less likely that the American 
public will ever find out what it was. True, 
people are not clamouring to know: they 
would just as soon the whole mess (in which 
arms were sold to Iran in exchange for hos- 
tages and some of the profits diverted to the 
icaraguan contras) were consigned to 
some dusty archive shelf. They may have 
eir wish: the dismissal of all charges 
gainst a CIA agent last week confirms that it 
virtually impossible to bring people to ac- 
in the courts for the misconduct of 


















\ 
Опе way of looking at Mr Fernandez 


4 
Mr Joseph Fernandez was the CIA’s man 
n Costa Rica at the time when President 
's National Security Council was try- 
to find some way to support the contras 
despite the rulings of Congress. He helped 

vith the building of a secret airstrip in Costa 

ca, and he regularly gave Mr Oliver North 
information about drops of weapons, dispo- 
ition of contra forces, and even the 
wi eather. The passing of intelligence was not, 
for much of the time, illegal. But Mr Fernan- 
dez denied his more questionable activities 
in p (including those to do with the 
ürstrip when he was questioned about 
them , and it is these that were the substance 
of the charges against him. 

— His lawyer contended that Mr Fernan- 
dez could not get a fair trial unless he was 
allowed to reveal the sites of three cıa field 
offices in Central America and the existence 
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of three secret agency programmes there. 
All these were classified, and the attorney- 
general, Mr Richard Thornburgh, has re- 
fused to let them be disclosed. At this, the 
trial judge dismissed the charges. 

Mr Lawrence Walsh, the special pros- 
ecutor who has been trying for three years to 
bring the Iran-contra business to some kind 
of tidy legal resolution, has accused Mr 
Thornburgh of protecting “fictional se- 
crets" already in the public domain. For 
what it is worth, he is to appeal against the 
dismissal. Mr Walsh had already lost the 
core of his cases against Mr North and Mr 
John Poindexter, the former national secu- 
rity adviser, because both men were refused 
access to classified government documents. 
Now he has lost a case entirely. 

Mr Thornburgh says that he is not try- 
ing to protect either the administration or 


the defendants. In the prosecutor's office, 
however, suspicion is rife that the CIA has 
been putting none-too-gentle pressure on 
the attorney-general to leave its agents 
alone, mostly out of fear that higher-ups 
could be implicated. Mr Fernandez, in an in- 
terview after his case was dismised, said that 
his superiors certainly knew what he was up 
to, as did Mr Elliott Abrams, who was in the 
State Department. Mr Abrams, along with 
Mr North and a senior CIA man, Mr Alan 
Fiers, was a member of the innermost coun- 
cil that determined American policy in Nic- 
aragua. He has nonetheless done a smooth 
job, over the past three years, of professing 
to know "nothing about nothing" as Repre- 
sentative Jack Brooks of Texas once put it. 
This week, bored with it all, Mr Abrams said 
he was not going to get back into the busi- 
ness of denials. 


Since lran-contra was more of a political 
scandal than a criminal affair, the individual 
cases tend to fall apart as soon as political 
pressure is brought to bear. Mr North is the 
only player to have gone to trial: convicted 
on three charges, he was sentenced to a fine 
and community service, and is appealing. 

Shortly before the Fernandez case came 
to a head, Mr Walsh lost the possibility of 
two more trials. Mr Richard Secord, who 
ran "the Enterprise", the curious organisa- 
tion that funnelled money from arms sales 
to Iran into various projects, pleaded guilty 
to a single charge of lying to congressional 
investigators. A few days later, Mr Albert 
Hakim, who ran the Enterprise accounts, 
pleaded guilty to giving Mr North an illegal 
gift, a security fence round his house. In re- 
turn for their pleas, all other charges against 
the two have been dismissed. Since some of 
these charges were about to run into difficul- 
ties over classified documents, Mr Wals* 
may have felt that this was the best he coul 
hope for. 

There remains the trial of Mr 
Poindexter, now set for January. But even 
that is not certain. Mr Poindexter has suc- 
ceeded in getting a subpoena for the private 
diaries, and the testimony, of Mr Ronald 
Reagan, at whose behest when president all 
the players acted. The diaries are supposed 
to be handed over by December 6th. In pre- 
trial arguments, Mr Poindexter has claimed 
that much of the lying to Congress of which 
he is accused originated with Mr Reagan, 
who—while not authorising him to lie— 
told him not to talk. 

But precedent weighs against the suc- 
cessful subpoena of a president, and Mr 
Reagan, it seems, is preparing to resist the 
call. Deprived of "material necessary to his 
defence", Mr Poindexter, too, might suc- 
ceed in getting the charges against him dis- 
missed. The moral is disheartening: officials 
involved in secret foreign schemes at the 
president's whim can no more be brought tc 


book than the president himself. 





Right to die 
Will the judges let 
her? 


WASHINGTON, DC 


EXT week, the Supreme Court hears 

arguments in the first case it has agreed 
to take on a person's right to die. As medi- 
cine steadily increases the quantity of life for 
the dying, at the expense of its quality, more 
Americans will one day find themselves 
faced with the decision of when to stop their 
own treatment and die. More than 10,000 
families already face the more difficult deci- 
sion of whether to stop life-saving treatment 
for an unconscious relative who will proba- 
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bly not regain consciousness. 

The case before the court is one of those 
10,000. It concerns a young woman, Miss 
Nancy Cruzan, who has been lying uncon- 
scious in a hospital in Missouri for nearly 
seven years since a car accident stopped her 
heart for long enough to starve her brain of 
oxygen. She is in a “persistent vegetative 
state" in which she lacks all reactions save a 
few simple reflexes. Only three people out of 
100,000 have ever recovered from such a 
state and none after two years. Miss Cru- 
zan’s brain has begun to atrophy. 


But she is in no danger of dying so long 





Worst friend 


WASHINGTON, DC 


AYBE the Supreme Court will 

not find a right to die con- 

cealed in the constitution but it has 

already discovered a right not to die 

at the teeth of a pit-bull terrier. In the 

wake of a string of rather gruesome 

assaults by these unpleasant dogs in 

1987—*which became one of those 

stories that fill the summer 

| news—several states passed laws re- 

| stricting the right to own a pit-bull. 

The city of Overland Park, Kansas, 

did so too—and was taken to court by 

13 dog owners. 

The city ordinance defines a pit- 

bull as any dog that has the appear- 

ance of being one of several breeds of 

Staffordshire or pit-bull terrier. This, 

the dog owners said, was too vague. 

Losing, they appealed their way to the 

Supreme Court in one of those le- 

galistic excursions that boggles non- 

American minds. 

The court sensibly refused to lis- 

| tento arguments and left the law in- 

tact despite the fact that judges in 

| California, Florida, Washington and 

| Minnesota have all struck down pit- 

| bull laws. So now, if you own a pit- 

| bull in Overland Park, you must keep 

it indoors or muzzled and acquire a 

| $50,000 liability-insurance policy. 

| Otherwise you will face up to 30 days 
| injail if your dog kills somebody. 








as she is fed every day through a tube. 
Therein lies the problem. Although her par- 
ents and her doctors want the feeding 
stopped, the nurses who feed her have 
grown attached to her and do not. So when 
a judge ruled that the feeding could be 
stopped, the Missouri attorney-general ap- 
pealed to the state Supreme Court, which 
ruled by four votes to three in his favour. 
The Cruzans, supported by the American 
Medical Association, appealed to the federal 
Supreme Court. 

Missouri's victory was based not on the 
nurses' warm hearts but on the preamble to 
a 1986 state abortion law, which states that 
"Missouri adopts a strong predisposition in 
favour of preserving life." The majority ar- 
gued that this gave the state no choice but to 
defend Miss Cruzan's life from her parents 
"however diminished the quality.” 

For practical and moral reasons, most 
medical experts side with the Cruzans. It is 
not hard to see why. lt costs Missouri 
$130,000 a year to keep Miss Cruzan alive, 
her insurance having run out some time ago. 
She once expressed during her conscious 
life the desire not to be kept alive in such a 
situation. She is gaining nothing from life 
and burdening others. The decision to in- 
sert a feeding tube to her body is just as 
much, or more, of an intrusion into her free- 
dom as withholding it would be. The family, 
not the state, should decide such matters. 

The arguments on the other side are po- 
litical—and convincing in their different 
way. To give a constitutional sanction to a 
form of euthanasia would open such a can of 
lawyers as could never be closed. Slippery 
slopes, tricky dividing lines and grey areas 
beckon. An issue as big and dangerous as 
abortion would spread out before reluctant 
politicians. 

But the Supreme Court does not decide 
cases on either moral or political grounds. 
Its job is to find in the constitution a funda- 
mental right of Nancy Cruzan's to live or to 
die that the state must uphold. The Cru- 
zans’ lawyer will argue that the fourteenth 
amendment guarantees a person liberty 
from intrusion such as forced feeding. Mis- 
souri’s lawyer (supported by the Bush ad- 
ministration paying its dues to the anti-abor- 
tion lobby) will argue that the state has a 
duty to protect its citizens’ rights. 





Drugs 


Ice overdose 


ARCOTIC addiction is the Medusa's 

head of social ills. Identify one new 
problem—cocaine, angel dust, crack—and 
another bobs up to replace it. The latest 
pharmacological nightmare, rising in Hono- 
lulu, is called ice. A smokable form of meth- 
amphetamine, it has the potential to make 

































crack cocaine seem almost benign. Or so itis 
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said. 

Ice, say the Hawaii police, is difficult to 
detect, easy to make, and extremely potent: 
It leads to bouts of violent psychosis: users 
pick fights, drive like maniacs, sometimes 
kill themselves. An ice high can last for 14 
hours, compared with 20 minutes for crack. | 
Users crave the drug after a couple of doses. 
And it may now be on its way to the 
mainland. 

But it has been here for a decade 
ready, says a San Diego narcotics officer. It is. 
just, he adds, that "we haven't adverti 
it". Called "glass" or "crystal" in south: 
California, ice is part of the much wider 
problem that has now made San Diego the 
methamphetamine capital of North 
America. 

The San Diego police say that ice can be 
had there for a tenth of its $7,000-an-ounce 
Honolulu price. They blame aggressive mar- 
keting by island drug-dealers, in which the- 
Honolulu police may be unwittingly playing 
a role, for giving the drug a prestige that it 
previously lacked. Ice is now being fearfully 
reported up and down the west coast, їп 
Florida and in Texas. Yet it may have been 
there quietly all along. 

The drug's potential for harm is 
enough. Ice was rare in Hawaii two years. 
ago. Now one hospital averages six ice over- 
doses a day. And maternity wards report ba- 
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More of a monster than need be 


bies born with methamphetamine in thei 


bloodstream, the result of their mothers’ ice 
addiction, The babies, like other ice users, 
risk permanent brain damage or pulmonar 
edema, in which they drown in their own 
lung fluids. 

Ice can be fabricated from ephedrine, an 
ingredient found in many over-the-counter 
drugs. All that is needed to turn metham- 
phetamine into ice is hot water, a container, 
and a refrigerator. In its finished form ice 
looks like candy or rock-salt, making it difi- 
cult to detect. And since it is odourless, it — 
can be used in public with little risk of detec- _ 
tion. Like other amphetamines, ice helps a 
person to lose weight. This makes it particu- 
larly popular in Hawaii where swim suits are 
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de is опус one of a pantheon of so-called 
gner drugs" emerging from basement 
ratories. Others include Ketamine (“Vi- 
in K”), a legal anaesthetic with effects 
milar to heroin; Eu4ia, an amphetamine- 
€ stimulant that can be synthesised from 
verthe-counter legitimate drugs; and 3- 
ethylfantanyl, a depressant many times 
ore potent than heroin. Recipes for many 
these drugs are readily available on the 
ck market. lt takes little knowledge of 
hemistry to concoct them. Pharmacologists 
that as soon as one drug is stamped out 
nother will quickly take its place. 
_ So maybe ice or crystal will be no more 
in a passing fad. But the publicity could 
e making it into something more. The tales 
pread by the media and by Honolulu nar- 
otics. officers have policemen across the 
ited States looking for ice in their morn- 
ng cereal. Many drug enforcement officials 
ieve it will not be long before they add ice 
heir urban pharmacopoeia. 





LD URIED in the small print of the 1990 
LJ budget bill, passed on November 21st, 
entirely new system for paying doc- 
der Medicare, the health-care pro- 
e for the old. 

e rapid growth of Medi- 
> spending in the 1980s has 
used much pain. The reme- 
s that have been tried in- 
de bigger premiums and de- 
bles before beneficiaries 
im; freezes on hospital 
rges and doctors’ fees; and 
ives for old people to 
managed health-care 
With one exception, 
have had little effect (see 
). The exception. was a 
esale revision of hospital 
yments in 1983, which re- 


patient-day with a fixed flat- 
e scale based on 470 "diag- 
is-related groups” (DRGs). 
DRGs, which were in- 
ted by academics at Yale, 
couraged hospitals to turf patients out 
rly rather than keep them in as long as 
sible. But lower spending on hospitals 
partly offset by more spending on out- 
ts and doctors. When forced by DRGs 
t costs, many hospitals just shifted the 
rden t6-doctors and out-patient depart- 
nts, discharging patients quicker and 
ker and doing more surgery within a day. 
Having stamped down on Medicare 
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spending in one place only to see it pop up 
in another, Congress has now set about re- 
peating the trick for doctors. More academ- 
ics, this time led by Dr William Hsiao from 
Harvard, were asked to devise a new pay- 
ment scheme for doctors. They came up 
with a “resource-based relative value scale” 
(RBRVS) that weighted doctors’ work accord- 
ing to things like time, skill, stress and train- 
ing. The result suggested that surgeons were 
earning too much and family practitioners 
too little. 

The hope was that the new scale would 
give cheap primary and preventive care an 
edge over expensive surgery. But Congress 
and the administration were suspicious, 
knowing how easily doctors can drum up 
offsetting extra treatment. So they decided 
to accompany the RBRVS with an "expendi- 
ture target" saying what can be spent on 
doctors each year, and to set limits on bal- 
ance-billing—the practice of doctors charg- 
ing Medicare patients more than the gov- 
ernment will pay. If the expenditure target 
were exceeded, all fees would be cut the fol- 
lowing year. 

The American Medical Association, 
which supported the RBRVS, howled about 
the spending target. Under pressure, some 
congressmen backtracked. But the Bush ad- 
ministration said it would accept the RBRVS 
only if it came with a direct limit on spend- 
ing. The fight nearly doomed the whole 
package. Eventually the target was resur- 
rected in milder form by the Senate dis- 
guised under a new piece of gobbledygook, 
volume-performance standards. Since these 
allow more leeway before fees 
are cut, and since they give fee- 
setting power to Congress 
(which can be lobbied) not to 
the administration, the AMA 
reluctantly went along. 

The new system will take 
time to work out. The RBRVS 
has to identify 7,000 proce- 
dures and apply them to 
500,000 doctors, taking local 
cost differences into account. 
To avoid too much pain, the 
scale will be phased in from 
1992, coming fully into effect 
in 1996. The cut in permitted 
balance-billing to 15% of 
Medicare’s normal fee will also 
be phased in. And the fee cuts 
that can automatically be im- 
posed if volume-performance 
standards exceed the guidelines will be 
brought in gently, reaching 3% by 1996. 

The new scheme, though probably an 
improvement on the old haphazard meth- 
ods, raises a lot of questions: 

ө As with DRGs, higher spending may sur- 
face elsewhere. Out-patient costs, the only 
bit of Medicare that will stay unlimited, are 
expected to shoot up. The private sector, 
too, may end up with bigger bills, though 





private insurers will probably adopt RBRVS 
as they did DRGs. 

@ The quality of care could go down if doc- 
tors, irked by controls, opt out of Medicare 
altogether, or if they offer more time and 
better treatment to non-Medicare patients. 
e lf a doctor runs hugely over budget, the 
rules mean that he and all his colleagues will 
be fined a little the next year—though he 
himself will end up better off. The hope is 
that there will be peer pressure on doctors 
who run up big bills. It might be more effec- 
tive to penalise only naughty doctors, and 
not their colleagues. 

€ Are price and volume controls the right 
answer to rocketing medical costs? Since 
medicine will always be an imperfect market, 
they may be the most sensible way to drive 
down costs: countries with national health 
insurance use them too. But they could fur- 
ther distort a market already twisted by a 
combination of insurance and governmer® « 
subsidy. And they will be a bureaucrat 
nightmare. 

Several other countries that have 
adopted DROs, including Canada and Aus- 
tralia, are keenly interested in the RBRVS. In 
America, though, this latest tinkering at the 
edges of the world’s most expensive health- 
care system merely increases the need for a 
more fundamental review. 

‚жм a 


Charity 
Big fish in small 
ponds 


CLEVELAND 


EVENTY-FIVE years ago a new type 

of charitable foundation was in- 
vented in Cleveland by Frederick Goff, a 
local banker. The start of the century was 
a great time for setting up private foun- 
dations, as industrialists such as Ford 
and Carnegie competed to shed their 
robber-baron image. But the new "com- 
munity foundations" were designed to 
be local and to avoid the eccentric re- 
strictions attached to bequests that had 
to respect the wishes of what Goff called 
the "dead hand of the past”. 

Goff's idea. spread quickly. Ameri- 
cans are generous, giving 2% of their in- 
come to charity, more than twice as 
much as most Europeans. In 1969 com- 
munity foundations were given preferen- 
tial tax treatment- over private founda- 
tions. That and energetic proselytising 
by the Council.on Foundations has 
made them the fastest-growing part of 
the charity. industry. Today there аге 
more than 300 community foundations 
with total-assets of nearly $5 billion mak- 
ing annual grants-of over $300m (private 
foundations have total assets of $100 bil 
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INDIVIDUALITY. A CLASSIC TIMEPIECE THAT REPRESENTS 1 


THE STEEL AND YELLOW METAL ELITE. PART OF A COMPLET 


VISIT ALFRED DUNHILL IN LONDON: ALSO IN ATLAD 
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Now, more than ever before, leading corpora- But corporate finance deals of this complexity 
79 tions around the world are shifting their focus far need the worldwide services that only a global 
X. beyond their home markets. institution like ours can deliver. 
A Inevitably, this has caused a surge in company It's because of our global perspective and our 
Ж mergers, acquisitions and divestitures in many knowledge of the world’s key industries that we know 
® comers of the globe. exactly where to look for target companies. 





p The Chase Manhattan Corporation 
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5 CM. At Chase, knowledge from the four corners 
of the world is applied to every merger and acquisition 
m ® we do in your corner of the world. 
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Once they've been identified, our knowledge Obviously, any corporate finance deal you do 
of the tax laws and government rules and overseas is going to be critical to the success of 
regulations in over sixty countries is put to work. your business there 
This helps us to guide our clients through Which is why we're suggesting you shouldn't 
unfamiliar business and regulatory environments trust it to anyone who isn't at home on 
which are often encountered overseas. foreign turf 
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Clearly the judges had no difficulty 


in voting Camus the best cognac in the world. 


In 1984, we at Camus 
decided for the first time 
to enter our 
XO Cognac in the 
International Wine and 


Spirits Competition. 





Camus XO 
was deliberated upon 
by a collection of 
the most highly-qualified 
palates in the world, 
who duly pronounced 
the Camus XO 
a worthy winner of the 
gold medal 
In 1987, we entered again, 
this time with 


Camus Extra 





Not surprisingly it, too, 
won the gold medal, 
leaving Camus with the 
enviable record 
of two entries and two 
gold medals. 
Incidentally, no gold 
award was given in 1988, 
Coincidentally, 
Camus did not enter 


that year. 


CAMUS 


COGNAC, FRANCE 

















lion). Three-quarters.of them are small, 
with less than $5m to their name; the 
biggest have $500m or more. 

The 'Clevel Foundation, the 
country's .second-biggest (after New 
York) as well as the oldest, remains the 
paradigm. Though it will now sometimes 
accept a gift that puts restrictions on the 
use of the money, it is choosy and will 
reject others. It prefers to give its grants 
to specific new projects rather than to go 
on subsidising old ones. Its favourite area 
is education, and it provides anything 
from scholarships to school computers. 
lt tries to avoid being an overbearingly 
big fish in a small charity pond by help- 
ing out other Cleveland charities. 

A criticism of community founda- 
tions is that they are unaccountable and 
unregulated. They tend to drift towards 
the middle-class. preoccupations of the 
.ceople who give money rather than 
tose of the people who need it: only 8% 
“of foundation board members are from 

minorities. Mr Steven Minter, the Cleve- 
land Foundation’s director (and himself 
black), accepts part of this criticism and 
argues for more formal standards. 
Standards will be needed as commu- 
nity foundations proliferate. The idea is 
spreading in the United States and also 
overseas. In the past ten years Britain has 
set up some 25 foundations (usually 
called community trusts). Canada and 
Australia have also joined in. One has 
just opened in Costa Rica. The next 
stamping ground could be Eastern Eu- 
rope. Mr Jim Joseph, the president of the 
Council on Foundations, recently re- 
turned from the Soviet Union and re- 
ports that the Russians seem quite keen. 
^. 




























Nintendo 
Please, Daddy 


SEATTLE 





OME 2m little tykes may be in for a big 

disappointment on Christmas morning. 
They had Nintendo’s Game Boy on their 
list, but Santa ran out of this exciting new 
toy before he got to their house. 

Game Boy is a video game that can be 
held in the hand and carried about. This will 
. make children love it and teachers, parents 

and just about everybody else hate it. It costs 
$80-90 and its game cartridges, which cost 
an extra $20 each, closely mimic the action 
of Nintendo’s full-sized home video sets. To 
i. create a Game Boy fever (like the Cabbage 
<- Patch fever a couple of Christmases ago) the 


2: Japanese parent company will be sending 


Nintendo of America no more than 1.1m 
sets from its home in Kyoto, plus about 
_. 2.5m cartridges. Though a few people think, 

. or hope, that the game will fizzle, Toys R Us, 
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the giant toy retailer, estimates thar it will be 
sold out by mid-December. 


Nintendo stepped into the market in 


1985 when its competitors were in trouble. 
Since then its home video games have be- 
come almost as ubiquitous as comic books 
were in the 1950s. Its models, which consist 
of a small 8-bit computer attached to a tele- 
vision screen, are already in one out of every 
five American households, and the com- 
pany hopes to have them in 3096 by the end 
of next year. Other companies sell home 
video games that are faster, brighter and 
more expensive: Nintendo keeps ahead by 
offering lots of choice. 





The dream of all mainstream computer- 





NEW YORK 


Tu entrepreneurial spirit is alive and 
well. From the land of the “fuzz 
buster” (a dashboard device that warns 
drivers of police speed-traps ahead) 
comes a new wonder: drug-free urine. An 
enterprising Texan who calls himself Jeff 
Nightbyrd is selling powdered urine from 
his Byrd Laboratory in Austin. Lured by 
the slogan “Pee for pleasure, not for em- 
ployment”, punters receive two vials and 
accompanying instructions for $19.95. 

A growing number of firms and gov- 
ernment agencies are putting their em- 
ployees through drug tests. A study by 
the Bureau of Labour Statistics reveals 
that last year 20% of the companies sam- 
pled were testing either their existing 
staff or people applying for jobs; in 1984 
the figure was 3%. New York is the latest 
city to launch a random-testing pro- 
gramme: Mayor Ed Koch, active to the 
end, has just signed an order making em- 
ployees in 53 safety-related jobs liable to 
tests. 

Mr Nightbyrd says that there is a seri- 
ous. purpose to his merchandise. Apart 



















lar household feature. Through its | 
Nintendo may be beating ther to it 
are the стојат horse. Nintendo is Бех 
to look beyond the children to th 
ups: together with Fidelity Inv 
Boston mutual fund, it is work 
project that will enable Nintend 
like some other computer owners; te 
rect on the stockmarket. First gerh 
bully Dad to buy the toy; then get D 
use it for his business. : 

But, for the moment, Nintendo is 
on making its characters an integral t 
American. culture. Zelda and the 
Brothers appear on pyjamas and 
boxes. "Nintendo Power", its new: 
has 1.2m paid subscribers. The com 
distribution centre in Redmond, W 
ton, employs 100 “game couns 
vise frustrated players on the intrica 
the Legend of Zelda, The Advent 
Link, Teenage Turtles and other Nin 
games. They take calls until Opin. six di 
week. 

Presumably, those still grapi 
Zelda at that hour are doing зо 
pense of other pursuits. Video 
now blamed, as comics once 
academic marks and for teenage viol 
study of schoolchildren between: 19 
1989 showed a 10% decline in c 
lar fitness: one of the named culpi 
Nintendo. 


































































































from the infringement of civil libe 
he argues that the tests are шїї 
and that, when the initial screeni 
positive results, these are falsein 1 
of cases. Guidelines issued by the N 
tional Institute for Drüg Abuse say th 
any “presumptive positive” rest from 
first screening should be confirmed by a 
second test. But many companies do 
bother to commission the second (mo 
expensive) test. 
Drug-free urine began in 1986 
political joke: a small newspaper a 
vertisement offering a non-existent’ 
uct as a protest against testing. 
ders began to arrive, from potasio 
who did not want to stop, from 
changing their jobs and worried ab 
the reliability of the tests. To begin | 
Mr Nightbyrd turned to elderly chui 
goers for his supplies, but soon had 
switch to a manufactured alternati 
was not a question of unreliability с 
sufficiency but of quality: the pensione, 
urine was-so full of legitimate drugs th; 
it often tested positive. 
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International 


GLOBAL BUSINESS FORMATION AND ADVICE 


. Join the World's Leading Executives 
for the Senior Management 
Event of the Year 


Youare invited to join some 100 senior executives from top international companies for 
Business International’s 25th Annual Chief Executive Officers’ Roundtable, Strategic 
Redirection for the 1990s: Corporate Leadership Under Global Change. It will be held 
February 25-28, 1990 at The Hyatt Regency Cerromar Beach Hotel, Puerto Rico. 


Designed expressly for chairmen, chief executives, managing directors, chief operating 
officers, executive vice presidents or executives of similar status, this meeting gives you 
the opportunity to díscuss key business issues with prominent corporate, government and 
banking representatives. This year's distinguished speakers include: 


Helmut Schmidt, Former Chancellor, Federal Republic of Germany 
John C. Lewis, Chairman & CEO, Amdahl 

Leslie G. McGraw ]r, President & CEO Elect, Fluor 

John J. Murphy, Chairman & CEO, Dresser Industries 

Per-Olof Eriksson, President & CEO, Sandvik AB 

Raymond V. Gilmartin, President and CEO, Becton Dickinson 
William Shanahan, Chief Operating Officer, Colgate-Palmolive 
Rimmer de Vries, SVP & Chief Economist, Morgan Guaranty 
Shijuro Ogata, Deputy Governor, The Japan Development Bank 
Lars H. Thunell, Executive Vice President and Member, Group 
Executive Management, ASEA 

John A. Hinds, President, AT&T International 

Christopher A. Bartlett, Professor, Harvard Business School 

Philip B. Crosby, Chairman, Philip Crosby Associates 

Peter O. Kliem, Senior Vice President and Member, Management Executive 
Committee, Polaroid 


Business International's Chief Executive Officers! Roundtable is truly the premier 
event for senior executives. To receive further information, please contact Robin Allen 
at 212-460-0600 (telephone) or 212-995-8837 (facsimile), or return the coupon below. 


BI's 25th Annual Chief Executive Officers’ Roundtable 


OD Please send me more information. 





Name Title 





Company 





Address City/State 





"Telephone Facsimile 


Send to: Robin Allen, Business International Corp, 215 Park Avenue South, New York, N.Y. 10003 
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The rise of the Iraqi phoenix 








FROM OUR SPECIAL CORRESPONDENT IN BAGHDAD 


HE body bags stopped coming home 15 

months ago. But anti-aircraft guns still 
top the skyscrapers in Baghdad and 600,000 
soldiers still guard the front. Defence spend- 
ing swallows 4096 of the budget and wartime 
austerity continues. Iraq is not at war, but 
neither is it at peace. 

Iraqis no longer expect the ceasefire of 

_ gust 1988 to flower into a formal peace 
with Iran. They argue that Iran's President 
Rafsanjani is not yet strong enough to make 
the necessary concessions. They have made 
things harder for him by insisting on Iraqi 
sovereignty over the Shatt al-Arab water- 
way. But neither do they expect a resump- 
tion of war. And they are still waiting for the 
fruits of victory. 

In time, those may come. Iraq's vast oil 
reserves, ample land and water and fairly 
well-educated population of 17m make it a 
potentially rich country. But $80 billion of 
foreign debt and droopy oil prices make it 
hard to realise that potential. The economy 
will remain on a war footing until oil reve- 
nues grow, which may not be for years. 
Meanwhile life is hard: shortages have 
pushed inflation above 4096, and onerous 
wartime restrictions, including a ban on for- 
eign travel, remain in force. 

President Saddam Hussein makes sure 

e regime helps its own. Government shop- 


President as street furniture 
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ping centres, once open to all, are now re- 
stricted to members of the ruling Baath 
party and officials of the state. Ration books 
entitle them to imported goods, hardware, 
clothes and food at a fraction of the market 
price. Senior government employees get 
cheap cars and travel allowances. Generous 
grants have gone to the families of the 
250,000 Iraqi war dead, the 500,000 
wounded and the 70,000 soldiers still held 
in Iranian prison camps. Demobilised sol- 
diers are given cash handouts. The perks 
system helps many, but excludes many 
more. 

Much war damage has already been re- 
paired—most spectacularly at Basra, Iraq's 
second city and long the target of Iranian 
guns. Some rebuilding is symbolic. “Wel- 
come to Faw, the city of sacrifice and vic- 
tory" says a placard at the entrance to a 
small southern town obliterated in one of 
the great battles of the war. Beyond a monu- 
mental arch built out of volcanic rock from 
Yemen (the gift of North Yemen's presi- 
dent), the street-plan of a new town has 
been laid out, though few houses have been 
built. In Celebration Square, only 600 me- 
tres from Iranian bunkers across the water- 
way, coachloads of visiting schoolchildren 
learn how the Persians were defeated. On 
the waterfront 90 bronze statues of Iraqi war 
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The house of 
Takrit 


FROM OUR SPECIAL CORRESPONDENT 


N ONE way, Iraq is still reminis- 

cent of old-style communist coun- 
tries, and other places where the boss 
knows how to keep order. President 
Saddam Hussein preserves the loyalty 
of his Baath party—membership said 
to be between 500,000 and 1m—by 


the usual perks and privileges. The _ 
party keeps an eye on things for him: = 


there is a Baathist on every street and 


in every workplace. But he does not — 


let it take the big decisions. 

Nor does the Revolutionary Com- 
mand Council command much real 
power. The foreign minister, Mr 
Tariq Aziz, the first deputy prime 
minister, Mr Taha Yassin Ramadan, 
and the council's vice-president, Mr 
Izzat Ibrahim, carry some clout, 
roughly in that order; but they are 
not at the heart of things. The heart 
of things is an Iraqi speciality. 

The inner circle of power is occu- 
pied by a small number of President 
Saddam Hussein's relations, who 
come from what can best be de- 
scribed as an extended clan that lives 
around Takrit, north of Baghdad. 
They include the al-Majids, the family 
of the president's father; the Tulfahs, 
his mother's family; and the al-Ra- 
shids, his cousins. One cousin, Mr 
Ali Hassan al-Majid, runs internal se- 
curity, meaning the secret police. An- 
other, General Hussein Karmel al- 
Majid, who is also the president's son- 
in-law, is in charge of the key ministry 
of industry (which includes the arms 
industry). General Adnan Khairallah 
Tulfah, the president's brother-in-law 
and defence minister, who was killed 
earlier this year in a helicopter crash, 
was another member of the clan. 

The president has a sense of dy- 


nasty. He may not insist on primogen- | 


iture: his eldest son, Uday, is an un- 
disciplined young man who killed one 
of his father's bodyguards last year in 
a fit of rage. But President Hussein 
does wish, in Arab tribal style, to pro- 
mote the ablest within the clan. Gen- 
eral Hussein Karmel is seen by some 
Iraqis as the heir-apparent. Tricky: 
the president knows that to groom a 
successor can be to groom a rival. 
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heroes point accusingly towards Iran. 

The government wants to revive the am- 
bitious development programme the war in- 
terrupted. Its priorities are defence, oil, pet- 
rochemicals, manufacturing, phosphates, 
steel: all of them. Next year, it says, more 
attention will be given to agriculture, to cut 
a $2 billion bill for imports of food. But 
development is hindered by the vast foreign 
debt, which consumes precious foreign ex- 
change and makes it difficult to attract new 
credits. 

To save its dollars, Iraq is squeezing out 
some of the 2m migrant workers, over half 
of them Egyptian, who kept the country go- 
ing during the war, but who sent home over 
$2 billion dollars a year. Returning soldiers 
want their jobs (the 400,000 part-timers of 
the People’s Army and 200,000 regulars 
have been demobilised). To encourage 
Egyptians to leave, the government has 
slashed the amount they can send home in 
hard currency. It has also turned a blind eye 
to some nasty things that happen to Egyp- 
tians in Iraq. A flood of embittered Egyp- 
tians arriving home has not improved rela- 
tions between the two countries. 

Once centralised-socialist, Iraq's econ- 
omy has loosened up a bit. The state system 
has been slimmed down, and some state en- 


terprises (agricultural production, trans- 
port, food processing, bits of tourism) have 
been sold off. Private companies may now 
use foreign money to import goods, and are 
allowed to charge market prices for what 
they sell. But the appearance on the market 
of imported videos, televisions and washing 
machines, and plenty of high-priced fruit 
and vegetables, has caused grumbles among 
the crustier socialists of the Baath party. 
And foreign investors have largely stayed 
away because they do not know how long 
the new liberalisation will last. 

Even greater uncertainty surrounds the 
political reforms promised a year ago by 
President Saddam Hussein. There has been 
heady talk of abolishing the Revolutionary 
Command Council, through which the 
president rules, and even of putting the 
presidency up for election. Last April a few 
non-Baathists were allowed to stand for elec- 
tion to the National Assembly—a powerless 
body which rubber-stamps edicts from the 
RCC. Committees are studying a new con- 
stitution, the legalisation of opposition par- 
ties, the freeing of the press. 

None of this is a commitment to real 
change. Nobody expects the president to 
give up much power, or abandon the ruth- 
less ways in which he has maintained it. 





Iraq's 4m Kurds are paying a bitter price for 
the accusation that they were disloyal during 
the Gulf war: thousands of villages have 
been demolished and their inhabitants re- 
settled far out in the desert. Yet it is not only 
repression that keeps Mr Hussein in power. 
Even Iraqis who dislike his methods argue, 
not all tongue in cheek, that a strong hand 
at the centre is necessary to stop the country 
splintering into its separate Shia, Sunni and 
Kurdish components. 

The president led Iraq into the blunder 
of an eight-year war against Iran, yet 
emerged with a near-victory. He claims 
other achievements—a period of internal 
stability unequalled since the overthrow of 
the monarchy in 1958, and welfare policies 
that provide all Iraqis with access to schools 
and doctors. lt is said that nobody goes 
hungry. The government is relatively free 
from corruption. There is religious, if not 
political, freedom. 

Iraqis tell you they respect a strong m: 
When he became president ten years ago, 
Saddam Hussein was merely the top 
Baathist. Since then he has been lionised by 
a personality cult of Stalin-like proportions. 
The message of state propaganda is that Mr 
Hussein is Iraq. Perhaps he will test it one 
day, by having a real election. 

a 





The intifada at two 
Unhappy birthday 


FROM OUR ISRAEL CORRESPONDENT 





Two years after it started, on December 9 1987, the Palestinian uprising is 
going strong. But what does an up-to-date balance sheet really show? 


PREVIOUS anniversary may provide 

some answers. On November 15th Pal- 
estinians celebrated the first anniversary of 
Mr Yasser Arafat's declaration, from far- 
away Algiers, of Palestine's independence. 
Soon afterwards he renounced terrorism, 
recognised Israel and so ended America's re- 


54 


fusal to talk to the Palestine Liberation 
Organisation. These were big gains, yet the 
first birthday celebration in the occupied 
territories was muted. 

The first year of the intifada was 
characterised by dramatic confrontations 
with Israeli soldiers and vivid coverage on 


television. The “war of the stones" 
revolutionised the fortunes of the Palestin- 
ians. King Hussein's decision in the summer 
of 1988 to disengage from the West Bank 
paved the way for the Algiers declaration 
and Mr Arafat's renunciation of terrorism. 

In the second year, the crowds of 
women and children who challenged Israeli 
troops have largely gone. Now small groups 
of masked youths carry out hit-and-run at- 
tacks on soldiers in the alleys of Nablus or 
Gaza, and torture and kill fellow-Palestin- 
ians suspected of collaborating with the at 
thorities. The journalists and televisio.. 
crews who thronged the American Colony 
Hotel in Jerusalem have moved on to bigger 
and happier revolutions in Eastern Europe. 

None of this obscures the fact that Is- 
raeli soldiers or settlers still kill and wound 
Palestinians every week (see chart on next 
page). Current guesses hover around the 
100 mark for Palestinians killed by Israelis 
with a further 140 or so killed by Palestin- 
ians. Some 42 Israelis have been killed in the 
same period. 

Much of the moral agonising by Israeli 
soldiers in the first year has gone. Only a few 
score soldiers—mostly middle-aged reserv- 
ists—have been jailed for refusing intifada 
duty. The Shin Bet internal security service, 


` badly hit in the first months of the intifada, 


has recovered its balance and is now round- 
ing up hundreds of suspects. On November 
25th alone 70 wanted youths were arrested 
in the Tulkarm area of the West Bank. 
Some changes in Palestinian tactics 
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Intifada ‚ j 
Palestinians killed in the West Bank and Gaza 


have been counter-productive. A well- 
planned ambush in which two soldiers were 
shot dead in Gaza in mid-November helped 
nvince both the government and its crit- 
__ s that the uprising is just another chapter 
in the unchanging saga of Arab "terror- 
ism". Israeli doves cannot defend 
Palestinans who kill Israeli soldiers. But dire 
predictions that the intifada is about to turn 
to armed struggle are premature. Most of 
the Palestinians who take to the streets are 
armed only with stones, knives and bottles. 

The pressure for armed revolt comes 

m organisations like Hamas, the Muslim 
fundamentalist group that has grown spec- 
tacularly since the uprising. Although Mr 
Arafat’s Fatah organisation remains domi- 
nant, Israeli intelligence people think Ha- 
mas would win 30% of the vote in a free elec- 
tion. Palestinians agree. 

Palestinian society has held up remark- 
ably well under the strain of its longest con- 
tinuous struggle since the 1948 war. Re- 
peated strikes, curtailed business hours and 
curfews have brought great economic hard- 
ship. The fall of the Jordanian dinar has 

aade matters worse. In general, the strategy 
' ^f urging Palestinians to stop working in Is- 
rael proper has failed dismally. 

. Even so, there is still a great readiness to 
make sacrifices. One of the few revivals of 
foreign interest in the intifada came in the 
autumn, when the prosperous burghers of 
Beit Sahour, a Christian town near Bethle- 
hem, maintained a prolonged tax revolt 
which brought them a siege by Israeli troops 
and bailiffs, huge fines and the wholescale 
confiscation of property. 

About 40,000 Palestinians have been 
through prisons during the past two years 
and 10,000 are still detained without trial. 
This has done much to create a sense of soli- 
darity in a society which is still highly tradi- 
tional. Young people are the standard-bear- 
ers of the struggle, but the family is still a 
source of comfort and strength. Self-help 
and digging patches of land to grow basic 
foodstuffs has provided a sense of self-suffi- 
ciency, even though this can do little more 

boost morale. The West Bank's tiny in- 
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dustrial sector has shrunk. 

From Nablus or Gaza, the 
diplomatic manoeuvres of ls- 
rael, the PLO and the big pow- 
ers seem abstract, remote and 
agonisingly slow. Despite the 
mediation efforts of Egypt and 
the United States, the argu- 
ment is still about who will 
speak for the Palestinians. Isra- 
el's hardline Likud prime min- 
ister, Mr Yitzhak Shamir, said 
on November 27th that he 
would rather deal with the 
devil than with Mr Arafat. He 
means it. 

lt is premature to talk of 
despair. Mr Sari Nusseibeh, a 
prominent West Bank academic, argued re- 
cently that the PLO should now create a pro- 
visional government to run its phantom 
state. This would allow the formation of 
quasi-national institutions in the territories 
and do something practical for the future. 
Some PLO loyalists fear that such a strategy 
might help Israel's plan to build a local Pal- 
estinian leadership in competition with Mr 
Arafat and his men in Tunis. 

Most Israelis have absorbed the intifada 
into their daily lives with the same breezy 
can-do mentality that has carried them 
through other testing times in the past. If 
the Labour half of Mr Shamir's uneasy coali- 
tion government has failed to make the 
break and go to the country, it is because it 
knows that the country still prefers unity 
and territory to risk and change. Two years 
on, as the danger of Arab resistance appears 
to be flagging, the status quo has not yet be- 
come untenable for the Jewish state. It may 
yet happen, but there will almost certainly 
be more anniversaries first. 
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Lebanon 


Waiting... 


L HAS had two of virtually everything 
else, and now it has two army command- 
ers. One of them, General Michel Aoun, re- 
mains ensconced in the basement of the 
presidential palace at Baabda, from where 
he spent six months hurling shells, and now 
hurls mainly defiance, at Lebanon's Syrian 
occupiers. 

The other army commander is the for- 
mer Colonel but now General Emile 
Lahoud, who has just been given the job by 
Lebanon's latest Syrian-backed president, 
Mr Elias Hrawi. Mr Hrawi is a new boy him- 
self: he was elected president on November 
26th, a few days after the assassination of his 
hapless predecessor, René Muawad, who 
had lasted only 17 days. 

President Hrawi, General Aoun and 
General Lahoud are united by religion—all 
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three are Maronite Christians—but 
rated by one vast difference of opi 
General Aoun accuses the other two mer 
acquiescing shamefully in Syria's occupi 
tion of Lebanon. He bases his charge ot 
their acceptance of a new constitution that 
gives the Syrian army permission to stay in 
Lebanon for at least two years and probab 
longer. The constitution was written 
Saudi Arabia and ratified by a parliamen 
that the general had tried to dissolve. 
Soon after his election Mr Hrawi serv 
General Aoun with notice to quit the p: 
at Baabda or face eviction in a military оре! 
ation “of a few hours”. Yet the fiery talk b 
lied a weakness: neither the new presiden 
nor his new army commander command: 
many troops. So unless the Lebanese army 
splits, or defects en masse to Mr Hrawi 
side, the promised operation would have te 
be mounted by the Syrians. 
Syria has indeed reinforced its ga 
around Beirut with thousands of exti 
troops and long convoys of tanks and 
lery. But a Maronite president who gi 
foreign army the nod to march we nt 
the Christian enclave would store up bitte 
trouble for the future. Most units of the Leb- 
anese army are standing by the general, and 
thousands of ordinary people in the Chris. 
tian enclave have flocked to Baabda to show 
their support for his anti-Syrian stand. The 
Syrian threat has persuaded his old rivals in 
the right-wing Phalangist militia to rally to 
General Aoun's banner. 
Mr Hrawi and the Syrians may be bl 
ing, in the hope of unnerving General Aoun 
or of persuading his own officers to 
him out of Baabda. One argument ag 
an attack is the visit to Baabda of more thai 
30 French parliamentarians to join the "hy 
man shield" defending him. A French wa 
ship has arrived offshore, and Israel is grow 
ing that it might shoot down any Ѕуйај 
aircraft that try to intervene over Lebanon 
Mediation— perhaps by France—cou 
yet result in the general stepping gracefull 
aside. But General Aoun has already prove 
that he can be fearless as well as stubborn 
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... for another final showdown 
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man with the final decision on whether 
launch a war, President Hafez Assad of 
, has a flinty streak of his own, and is 
E ul to stop the general from par- 
ioning Lebanon. Those Lebanese who 
nnot flee are busy filling sandbags. 
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- Betting on Blanco 


É FROM A CORRESPONDENT 
$ 


SHABBY and scruffy, yet somehow sim- 
patico, little Uruguay has just set an elec- 
94 example to Argentina and Brazil, the 
p - giants next door. Confronted on November 
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MONTEVIDEO 


26th with a dozen presidential candidates in 
‘a mind-boggling multiple-choice system of 
simultaneous party primaries and general 
elections, Uruguayans plumped for some- 
. one who looks eminently sensible. Mr Luis 
Alberto Lacalle, an urbane lawyer and 
| , takes power on March Ist. He wants 
‘to revive Uruguay’s economy, and seems to 
|ы know how to go about it. 
І The economy is not quite as sick as it 
_ was in 1985, when the outgoing president, 
Mr Julio Maria Sanguinetti, took over after 















By Latin American standards Uruguay is a 
haven of prosperity. But inflation threatens 
_ toreach 100% this year, and the budget def- 
` icit—fuelled by an overblown state sector 
which either employs or subsidises one 
worker in three—refuses to budge from 
f about 5% of GNP. Output and investment 
- are slowing. Exports have expanded, and so 
have imports: the trade surplus dawdles 
_ along at a couple of hundred million dollars 
ба year at best, far short of the demands of 
-the $6.3 billion foreign debt. 
— Uruguay is one of the few Latin Ameri- 
‘can states not to have defaulted on its debt 
"repayments. Mr Lacalle says creditors 
s should remember this in forthcoming talks 
- on debt reduction. He favours debt swaps, 
` sees growth as the "only way to рау”, but 
- recognises that both inflation and the deficit 
. must come down first. To bring them down, 
| he says he will cut spending, boost revenues 
апа open the doors wider for private enter- 
E prise, overseas trade and foreign investors. 
i All this runs counter to the traditional poli- 
| cies of his Blanco party. Fixated with statism 
_ and suspicious of foreign investment, it had 
— been out of power for 23 years until he came 
ооа. 

Having persuaded his party to change, 
Mr Lacalle now has to convince the rest of 
Uruguay. The election did not give him a 
parliamentary majority: the Blancos got 

3896 of the 2m votes cast, against 3196 for 
the Colorado party and 2296 for the Frente 
Amplio. Mr Lacalle is now trying to forge a 
coalition cabinet. Some or all of the depart- 
ing Colorado party, not least Mr Sangu- 
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inetti, will go along with him. Mr Lacalle’s 
main problem may be with the corporatist 
factions within the Blancos and with the 
left-wingers of the Frente Amplio, an alli- 
ance whose close links with trade unions 
suggest opposition to both economic reform 
and Mr Lacalle’s plans to make balloting be- 
fore strikes obligatory. 

People who draw parallels between Mr 
Lacalle and President Carlos Menem’s shift 
to un-Peronist economics in Argentina, 
should remember this difference: Mr 
Menem made his U-turn once he was in 
power. Much more laudably, Mr Lacalle 
spelled it out on the hustings. Uruguayans 
knew what they were voting for, and they 
rate stand by him all the more solidly for 
that. 


— | 





Ethiopia 
Hunger as a 
weapon of war 


FROM OUR EAST AFRICA CORRESPONDENT 


NABLE to get the better of the Eri- 
trean and Tigrean rebels on the battle- 
field or at the negotiating table, Ethiopia’s 
President Mengistu Haile Mariam now 
seems eager to starve his opponents into 
submission. Aid agencies believe renewed 
famine threatens the lives of more than 4m 
people in the war-ravaged and largely rebel- 
controlled northern Ethiopian provinces of 
Eritrea, Tigre, Wello and Gonder. Because 
the rains have again failed this year, some 
650,000 tonnes of food and relief supplies, 
along with hundreds of heavy vehicles, are 
needed if a rerun of the 1984-85 catastrophe 
is to be averted. 
President Mengistu’s army has spent 


A spectre for the Christmas feast 


much of 1989 in retreat, with Tigrean rebels 
now fewer than 100 miles from the capital, 
Addis Ababa. The government has banned 
the movement of relief supplies along the 
main road north from Addis Ababa to Tigre 
(see map on next page) where, by early Janu- 
ary, the lives of 2m or more people will be at 
risk. Unless a huge relief operation can be 
mounted in the next few weeks a further 2m 
people in Eritrea will face starvation. Relief 
workers say the situation is not yet as serious 
as in 1984, though it could become so unless 
food reaches the drought-affected regions by 
the end of the year. 

The government also controls the sup- 
ply route to Eritrea from the northern port 
of Massawa, forcing aid agencies to rely on 
the 800-mile road from Port Sudan over the 
mountains to reach Eritrea and the Tigrean 
town of Adigrat. Much of this difficult and 
dangerous journey must be undertaken at 
night to avoid attack by the government’ 
MIGS. 

Repeated crop failures have led Ethiopia 
to hold out the begging bowl with dismal 
regularity. Erosion is rampant, rainfall capri- 
cious and farming techniques primitive. The 
green revolution is a distant glimmer: a sur- 
vey in the mid-1980s found fewer than 8% 
of farmers using fertiliser or improved seed. 
Western donors have provided nearly 4m 
tonnes of food aid since the great famine 
five years ago. 

Yet famine in Ethiopia is not only the 
result of war and drought. In the areas still 
under Mr Mengistu’s control, masochistic 
agricultural policies have added to the mis- 
ery. The government’s main idea has been 
to aggregate the rural masses into harmoni- 
ous units of shared production under the 
guiding hand of the central planners. Yet for 
all the apparatchiks' best efforts, only 10% 
of farmers have joined the collectives—a se- 
lect minority who absorb most government 





THE ECONOMIST DECEMBER 2 1989 





——Q 


























UST PUBLISHED 
КЕТ FLEXIBILITY: TRENDS IN ENTERPRISES 
By B. Brunhes, J. Rojot, апа W. Wasserman 


fabour market flexibility can be achieved within firms as well as in 
abour market, and how workers are affected by these changes. 
sses the relationships between personnel and training policies, 
bargaining processes, labour-management co-operation and public 
5 for labour market adjustment. 

PN 92-64-13286-4 1989 74 pages 
ПО; US$17; ЕЕВО; DM33 


` RESEARCH MANPOWER: MANAGING SUPPLY AND DEMAND 


Today rapid technological and scientific developments require qualified re- 
search personnel which is essential to continued growth. This study looks at 
how OECD Member countries are forecasting the future supply of and demand 
for high level research staff in the various research fields and employment 
sectors. 


ISBN 92-64-13272-4 1989 
£11; US$19; FF90; DM37 


OECD SCIENCE AND TECHNOLOGY INDICATORS REPORT: 
NO 3—R&D, PRODUCTION AND DIFFUSION OF TECHNOLOGY 


Presents analysis and the latest statistics on the resources devoted to R&D and 
selected output indicators by sector in OECD Member countries. 


ISBN 92-64-13217-1 1989 132 pages 9289031 
£24; US$42; FF200; DM82 


DELINQUENCY AND VANDALISM IN PUBLIC TRANSPORT 


Acts of vandalism, violence and the defacing of facilities are increasing in public 
transport systems. This study focuses on the scale of the problems involved and 
different ways of resolving them. It compares the experiences of a number of 
transport systems. And it provides an analysis of the social and pyschological 
causes which is a prerequisite to formulate corrective measures. Finally it 
reviews the responsibilities of national governments, local authorities, and 
operators. 


ISBN 92-64-821-1126-1 1989 
£11.50; US$20; FF95; DM39 







8189031 







70 pages 9289041 















165 pages 7589021 


SEND YOUR ORDER TO: 
United States: 
OECD Publications and Information Center, 2001 L St NW, Suite 700, 
Washington, DC 20036-4095. Telephone 202 785 6323. 
United Kingdom 
. HMSO Books, PC16 Publications pelle 51 Nine Elms Lane, London SW8 
5 


Germany, Austria, Switzerland: 

- OECD Publications and information Centre, 4 Simrockstrasse, 5300 Bonn. 

Telephone 0228 216045. 
Japan: 
OECD Publications and information Centre, Landic Akasaka Bldg, 2-3-4 
Akasaka, Minatu-ku, Tokyo 107. Telephone 03 586 2016. 
All other countries: 

OECD Publications Service, 2 rue Andre-Pascal, 75775 Paris CEDEX 16, 
France. Telephone 45-24-81-67. 









THE ECONOMIST DECEMBER 2 1989 

















| payable to Databank Ltd to: 
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fundamental economic issues aris 
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the new economic rules. 
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ending on agriculture yet produce yields 
ttle better than those wrought by the ne- 
ted peasant scratching away at his indi- 
dual plot. 

|| Despite its reputation as a hostile semi- 
sert, Ethiopia has a lot of relatively fertile, 
latively well-watered highlands. These ar- 
i could produce far greater yields than 
do. Sweden spent 23 years giving agri- 
ural training and advice in the Arsi 
vince south-east of Addis Ababa. By the 
id of the 1970s yields there had risen to 
ice the national average. Then the reign 
he ideologues began, and production 
agnated. Earlier this year the Swedes with- 
w in despair. 

Not every farm could have replicated 
‘Swedish success, but it showed how 
ch Ethiopia’s agriculture could be im- 
oved. The key, say western helpers, is to 
don the collectives and give more help 
smallholders, In a modest way, the regime 
ay be listening. Early last year it agreed to 
easants sell more of their harvest to pri- 
grain traders and less to the state mar- 
ing board, which paid such low prices 













Bank, the European Community and th 
Italian government agreed to supply Ethio- 
pia with fertiliser as a reward for having 


made the change, yields are expected to. 


climb. But it is hard to improve agriculture 
when hunger is turned into a weapon of war. 
Ene e 





South Africa 


How to be 
Africanest 


FROM OUR SOUTH AFRICA CORRESPONDENT 


T IS not easy for South African blacks to 

challenge the position of the banned Af- 
rican National Congress or its legal counter- 
part, the United Democratic Front. This 
weekend, however, the.ANC's old rival, the 
Pan-Africanist Congress, is launching a new 
mass organisation in open competition with 
the Оре. It is to be called the Pan-Africanist 
Movement, and it is being born with the 
blessings of Mr A.P. Mda, a contemporary 
of Mr Nelson Mandela and one of the most 
revered exponents of “Africanism”’. 

The creation of the new organisation is 
not just a grab for power. The old quarrel 
between blacks who call themselves African- 
ists and those in the ANC is becoming sud- 
denly relevant as blacks and whites edge to- 
wards negotiation over apartheid's future. 
Africanists broke with the ANC over the 
1955 Freedom Charter, which said among 








OTHING was left to chance in the 
assassination on November 26th of 
the president of the Comoro Islands, 
_ Ahmed Abdallah. The archipelago's va- 
nilla-scented calm was disturbed by the 
sound of its ruler being dis- 
patched in his bedroom by 
ап anti-tank missile. 
It is the end of an era: 
Abdallah was ready to be- 
‘gin a third six-year term in 
. office after a referendum in 
which he received 92.5% of Б 
"the vote. It may not be the . 
"dawn of a new age, al 
hough western technicians 
ho met Abdallah just be- 
€ he was killed say he had no concep- 
jon of how to run a country, and was 
ot entirely sane. 
One prominent resident of the -Is- 
Tamic Republic of the Comoros is “Colo- 




























‘commodities for which demand is finite: 













nel” Bob Denard, a French mercenary 
who arrived on the islands in 1978, with 
a German shepherd dog plus 30 French 
and Belgian "dogs of war”, to reinstate 
Abdallah, who had been deposed in a 
coup three years earlier. His presence in 
this former French colony, as com- 
mander of the presidential guard, embar- 
„„ Tasses France but not neces- 
| sarily South Africa, which 
has allegedly used the is- 
lands as an entrepot for 
sanctions-busting and run- 
ning arms to rebels in Mo- 
zambique. 

Whoever killed the pres- 
ident (suspicion falls on the 
presidential guard), the lot 
of the people will not im- 
prove. Most of the 400,000 
islanders live at subsistence level. And 
the country’s main exports will still be 





















vanilla, cloves, and an essence, used in 
making scent, called ylang-ylang. 
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PAC gunmen started: 
firing at South Afrig 
turning their guns o 
derous bursts of fratricia, 
tional Youth Unity emet, 
obscurity to become the fastest grum... | 
litical organisation in South Africa. More 
recently the Africanists formed the Pan-Af- 
ricanist Student Organisation. 

On the trade-union front the South АЁ 
rican Black Municipal and Allied Workers 
Union formally adopted Africanism as its 
guiding philosophy in 1986. Another 
pointer came in the same year. when the PAC 
flag was raised at the founding meeting of 
the National Council of Trade Unions. 

But though Africanism is growing, its 
chances of outstripping the ANC look slim. 
The great hope of the PAC is that the ANC 
may peak too soon, and so find itself unable 
to fulfil the expectations it has helped to cre- 
ate. Something similar seemed to happen in 
1986, when the góvernment snuffed out the 
ANC-inspired revolt that had set the town- 
ships alight. The ANC leadership had de 
clared victory too soon, persuading many 
disillusioned blacks to turn to Africanism, 
with its emphasis on a longer struggle. 

The pac thinks the ANC may be about 
to make the same mistake again. That at any 
rate was the view at the Pan-Africanists' first 
"consultative conference" since being out- 
lawed in April 1960. The consultations, be- 
tween members of the PAC's central commit- 
tee in exile and 24 delegates “from inside 
Azania” took place in Zimbabwe's capital, 
Harare, only a week before the launch of the 
new Pan-Africanist Movement. Some dele- 
gates were worried about the possibility of 
the ANC making a deal with the white gov- 
ernment and so leaving the PAC out on а 
limb. Most thought it would be a bigger mis- 
take to enter negotiations too soon. African- 
ists, it seems, are still ímpressed by Mao 
Zedong’ 8 aphorism: nothing сап Бе won at 
the negotiating table which has not already 
been won on the battlefield. 
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They just had to say boo 


FROM OUR SPECIAL CORRESPONDENT IN PRAGUE 


OT since the Paris crowd discovered 

that the dreaded Bastille contained 
only a handful of prisoners and a few terri- 
fied soldiers has a citadel fallen with such 
ease. A fortnight ago Czechoslovakia's 
Communist party looked quite solid enough 
to resist the students in Prague's Wenceslas 
Square who were calling for an end to one- 
arty rule. For years the party had beaten off 
-he protests of actors and writers led by Mr 
Vaclav Havel, from inside jail and out. Yet 
after a blundering show of force against the 
students on November 17th, the party's 
determination swiftly began to crumble. 

In 1968 Czechoslovakia's experiment in 
"socialism with a human face" came two de- 
cades too early, and its Warsaw-pact part- 
ners, led by the Russians and the East Ger- 
mans, sent in the tanks to stop it. This time 
force was not on. From Russia, Mr Mikhail 
Gorbachev had been urging change. The 
conservative East German regime had just 
collapsed. The young soldiers of the Czecho- 
slovak army could not be relied on—unlike 
China's last June—to fire on fellow-teen- 
agers. Some of the diehards at the top of the 
Communist party may have longed for for- 
eign troops. But the party had resisted re- 
form too long, and was on its own among 
unsympathetic neighbours. The roughings- 
up of November 17th had failed to stop the 
demos growing. The party cracked. 
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Desperately, it tried the political equiva- 
lent of defenestration, that fine old tech- 
nique pioneered in Prague several centuries 
ago. Two meetings of the party's Central 
Committee in four days emptied the once- 
unchallenged Politburo. 

The first, on November 24th, dumped 
Mr Milos Jakes, the secretary-general of the 
party, and seven of his allies. In his place 
came Mr Karel Urbanek, a 48-year-old ex- 
stationmaster. Mr Urbanek at first seemed 
to share Mr Jakes's view that the Czechoslo- 
vaks were on the whole so amiably comfort- 
able a people that a few small concessions 
might persuade them to disperse and go 
home. If that is what he hoped, Mr Urbanek 


was wrong. Encouraged by the example of 


their neighbours, the Czechoslovaks were at 
last ready to say Enough. 

The party's retreat accelerated; and, as 
it fell back, it suddenly ceased to look all- 
threatening. Mr Alexander Dubcek, the 
Communist who had led the "Prague 
Spring" in 1968, and has lived under a re- 
gime of imposed silence in Bratislava for 
most of the 21 years since then, appeared 
alongside Mr Havel at an electrifying press 
conference in Prague on November 24th, 
just as the Central Committee was holding 
its first emergency meeting. 

The second session began on Sunday af- 
ternoon, November 26th. It dropped more 
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people from the Politburo, including мы 
Miroslav Stepan, the Prague party boss, 
whom the demonstrators blamed for the po 
lice baton charges of the 17th. In came the 
leader of the party-controlled students" 
union and some other relatively voung 

ple. By now, though, the revolving door had 
come to seem irrelevant. The party was at 
last paying the price for its post-l 
"normalisation", the purge of Mr Dubcek's 
reformist supporters. Even within its | 
dwindling ranks its leaders’ credit was close 
to zero. І 

The opposition had meanwhile gath- 
ered itself together into a new co-ordinating - 
group, Civic Forum (see box on next page). 
It kept uþ the pressure by calling a two-hour 
general strike for noon on Monday, Novem- 
ber 27th. As the hour neared, bells rang 
hundreds of thousands of people of all 

nverged on Wenceslas Square. 
і оа flag, symbol of refound пў 
tional pride, was everywhere: in windows, 
on cars, in buttonholes. Exhilarated but 
calm, the people in the streets seemed to 
sense they had already won. 

Towards two o'clock, as Wenceslas 
Square emptied, the crowd rolled down to ' 
Old Town Square, the place where 41 years. 
ago Klement Gottwald declared Czechoslo- 
vakia a "socialist republic", meaning that it | 
had fallen under Communist control. Then. 
the crowd swept past the stone saints on the 
Charles Bridge and up to the offices on 
Kafka's Castle, the symbol 
of unapproachable power. Ten days before, 
the police had blocked the way. Now, at the 
castle gates, when people unfurled a bann 
saying "End one-party rule", office work 
at the windows of the Central Committee 
smiled and waved. і 

The strike's success sent the Commu- 
nist party into virtual invisibility. This left 
the prime minister, Mr Ladislav Adamec, to 
salvage what he could from the disaster. 
One of the few senior Communists to have 
shown any interest in reform, Mr Adamec 
had vainly urged his party to open a di 
logue with the opposition early in Novem- 
ber. On the morning after the strike 
Adamec met the leaders of Civic Forum 
quickly gave in to their main demands. 

He undertook to produce by Decem 
3rd the names of a proposed new govern 
ment which will, it is assumed, include none 
Communists. He said he would ask раа | 
ment to abolish various articles in the 
constitution: the one that gives the Commu- 
nist party "a leading role" in the state; the 
one that guarantees its predominance in the 
coalition of satellite parties known as the 
National Front; and the one requiring а _ 
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ist-Leninist catechism in schools. The 
:е of change did not let up. The next day, 
nent overwhelmingly approved these 
ges and Mr Adamec backed the opposi- 
tion’s call to reassess the Warsaw pact inva- 
sion of 1968. Just to be safe the opposition 
asked the armed forces to respect these 
moves towards democracy. 

| For days, Civic Forum has given news 
conferences in the Magic Lantern theatre, 
against a stage set resembling, suitably 
nough, the nozzle of a giant vacuum 

. Full of triumph, the Forum has 
called for the resignation of Mr Gustav 
Husak, the elderly president who oversaw 
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the post-1968 purge. A possible replace- 
ment is Mr Dubcek. 

There are still many things to be done 
before Czechoslovakia can safely say it is a 
democracy: a date has to be set for a multi- 
party election, the apparatus of one-party 
power has to be dismantled. Civic Forum, 
which has said it will give Mr Adamec's new 
government until the end of the year to 
prove its democratic intentions, is itself a 
transitional group. The Communists will try 
to keep the Socialist and People's parties on 
their side, though these small satellites will 
struggle to escape from them. On the whole 
the signs are good. Czechoslovakia's Com- 


The road to Hradcany 


| FROM OUR CENTRAL EUROPE CORRESPONDENT 


| | the Magic Lantern theatre, the 


“revolution of the theatre" was 


| about to be catapulted on to the stage of 
| power. It was an awesome prospect. As 
recently as November 26th nobody was 
sure if Civic Forum was up to the job it 
| had set itself, nothing less than arranging 
x end of communist power in Czecho- 


" akia. aes ا‎ movement had 
К rather good at demonstrating on 

. the streets, but it had not shown that it 

| would know what to do if it left the 
streets and moved into government of- 
fices. It was led by artists 

| and playwrights, not 


` or technocrats. 

“We had to move 
away from the ‘revolu- 
tion of the theatre’ to a 
movement of experts,” 
says Mr Petr Pithard, 
until a few days ago a 


lovember 26th Civic 


Citizen Havel 


р artists and liberal Chris- 
tians. The students ran 
` things on the streets. The artists—above 
| qs Mr Vaclav Havel, banned play- 
` wright—got up and talked to the crowds 
the students had helped to assemble. 
` The Christians, led by Mr Vaclav Maly, 
| banned priest turned political organiser, 
` reassured the crowds that, this time, un- 
like 1968, hope would not wither over- 
night. What was missing was a bridge 
from passionate feelings to practical 

` action. 
Enter, last Sunday, the Institute of 
Forecasting, where some of the country’s 
` best economists have survived the Com- 
| munist party's disapproval over the past 
` few years. Mr Vaclav Klaus, the insti- 
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tute's number two, was asked to put pen 
to paper. By Monday morning he had 
prepared a seven-point draft, called sim- 
ply "What we want", of the Forum's 
views on the political, economic and con- 
stitutional changes Czechoslovakia 
needs. He was soon joined by his boss, 
Mr Valtr Komarek, a bearded, avuncular 
figure much liked by students and, for 
some Czechoslovaks, a good man to be 
the next prime minister. 

Compared with East Germany's New 
Forum and Hungary's Democratic Fo- 
rum, Civic Forum has 
one undoubted advan- 
tage plus a quality that 
could both help it and 
hurt it. The clear advan- 
tage is Czechoslovakia's 
strong and fairly recent 
democratic tradition, 
which carried the coun- 
try through from its 
post-1918 creation to 
the Communist take- 
over in 1948. The more 
dubious asset is the 
looseness of its organisa- 
tion. It includes liberals, 
Christians and social 
democrats under one tolerant umbrella. 
Its leaders, if they do not mind being 
called that, are glad to be open-minded 
men. This was grand for building up an 
opposition. It may prove rather fragile 
when hard positions have to be taken, 
and the Communiísts try to divide their 
adversaries. 

By this weekend Civic Forum had 
started the business of creating a coun- 
trywide organisation. A conference with 
delegates from all over Czechoslovakia is 
planned. These people may have joined 
the East European revolution late in the 
day, but when they did join they did it 
with style, and a certain Czech precision. 






munists have discovered that you cannot 
have neo-Stalinism in one country. 
Nothing can disguise the quiet jubila- 
tion of this November revolution. The fear 
that change could slip away again, though 
still present, now seems to be receding. Mr 
Ludvik Vaculik, a writer with a mordant 
tongue who well remembers the disappoint- 
ment of 1968, was asked what had made him 
laugh the most this past week. ‘Nothing 
made me,” he said, “I laughed voluntarily." 





The Germanies 


The will to one 


FROM OUR BONN CORRESPONDENT 


Y UNVEILING his personal plan for 

German reunification, West Germa- 
ny's chancellor, Mr Helmut Kohl, has r“ 
gained the political initiative at home ar 
given people abroad a lot to think about. 
His scheme, which he described to parlia- 
ment on November 28th, is short on detail. 
But one thing is now a lot clearer. Mr Kohl 
wants to see the two Germanies eventually 
forged into a single, tightly-knit federal state 
(albeit one embedded in a united Europe), 
not just a loose confederation. 

Mr Kohl badly needed to pull some- 
thing out of the bag. A combination of bad 
luck and hesitation has made him look al- 
most irrelevant during the recent heady 
weeks of upheaval in East Germany. Early 
last month, when the Berlin Wall began to 
crumble, Mr Kohl was on a trip to Warsaw; 
when he got to Berlin next day he spoke last 
at a celebration meeting and was roundly 
booed by left-wingers. The Austrian chan- 
cellor, Mr Franz Vranitzky, has already been 
to East Germany for talks with the country's 
new leaders; Mr Kohl will not go until the 
second half of December at the earliest. 

All this matters not least because Ger 
man unity looks set to be the core issue in 
the campaign for the general election which 
is only a year away. The far-right Republican 
party, which made big strides in regional 
elections this year, said this week that its top 
priority was a united Germany with Berlin 
as its capital. The opposition Social Demo- 
crats have not made up their collective mind 
about unity, but two of their number, Mr 
Walter Momper, the mayor of West Berlin, 
and Mr Willy Brandt, the founder of 
Ostpolitik in the 1970s, have kept a high 
profile. So have the Free Democrats, junior 
partner in Mr Kohl’s centre-right coalition, 
thanks to Mr Hans-Dietrich Genscher, the 
foreign minister. 

Mr Kohl suggests three broad stages on 
the road to unity. The first would have to be 
free elections in East Germany. Early 
changes would be essential both in East Ger- 
many's constitution and in its election law, 
so that independent parties would be able to 
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FROM OUR BONN CORRESPONDENT 


R ALFRED HERRHAUSEN, killed 

in a terrorist bomb attack on his 

car on November 30th, was not just West 
Germany's most powerful man of busi- 
ness. That he certainly was as, among 
other things, boss of Deutsche Bank, the 
country's biggest bank, and chairman of 
| thesupervisory board of Daimler-Benz, its 
biggest industrial concern and arms 
maker. But he was a lot more besides. As a 
| close adviser to the chancellor, Mr 
Helmut Kohl, he wielded strong though 
largely unseen political influence. As a 
long-term strategist he worked to change 
the face of the German economy. His 
plan, devised with two other “wise men”, 
to revamp the steel industry a few years 
ago is one example. His drive to diversify 
| Daimler out of just vehicle-building and 
into high-technology, including aero- 

space, is another. 

With such a dominant position in an 

| institution which owns, or otherwise has 





influence over, big chunks of German in- 
dustry, Mr Herrhausen attracted plenty of 
envy and criticism. New moves have re- 
| cently been urged by the political centre- 
| left to "curb the power of the banks." 
That really meant the power of Deutsche 
| Bank and, implicitly, of Mr Herrhausen 


Germany's terrorist jolt 








Chairman among chairmen 


himself. 

His influence also made him a prime 
target for those German terrorists, origi- 
nating with the Baader-Meinhof gang in 
the 1970s, who do not just hate the coun- 
try's political system but abhor its eco- 
nomic power. Mr Herrhausen's murder 
brings back memories of that of Hanns- 
Martin Schleyer, head of both the Ger- 


man industry federation and of the Ger- 


man employers’ association. He was | 
kidnapped in 1977, held for weeks, then 
shot and stuffed in the boot of a car. The 
same year Jürgen Ponto, head of the 
Dresdner Bank, second in Germany only 

to Deutsche, was shot dead at his home j | 
near Frankfurt, only a few miles from || 
where Mr Herrhausen was murdered. 

Since then there have been sporadic 
terrorist killings, with ever-more refined 
methods. Senior businessmen have often 
been among the victims. After each attack 
there has been an increase, at least tempo- 
rarily, in security precautions for top peo- 
ple. But still the murders go on. 

Mr Herrhausen came relatively late to | 
banking. Born in Essen in 1930 he worked 
for a big utility, vew, before moving to the 
executive board of Deutsche Bank in 
1970. He became, in effect, co-chairman | 
of the executive board in 1985 and since a 
1987 had the job alone. He has diversified 
Deutsche strongly into new fields includ- |) 
ing management consultancy, venture 
capital and property. His death comes just I 
after his latest coup, the takeover of Mor If 
gan Grenfell, a British merchant bank he 
had his eye on for years. His murder oc | 
curred just as Deutsche Bank was bracing | _ 
itself for new opportunities in Eastern Eu- _ 1 
rope, where West German influence will | 
come  naturally—influence that Mr | 


co-ordinated. 





compete with the communists on an equal 
basis. 

In the meantime Mr Kohl is ready to of- 
fer immediate, unconditional humanitarian 
aid, such as food and medicines; West Ger- 
many would quickly help set up an inter- 
German fund from which East Germans 
could draw D-marks to travel abroad; East- 
West German negotiations to protect the 
environment and improve motorway links 
would be speeded up. Pots of money for East 
Germany's economy would come when 
agreement had been reached between the 
country's present rulers and the opposition 
groups on the constitutional and electoral 
changes required. Previously Mr Kohl had 
insisted that this would have to await free 
elections and market-oriented economic 
reforms. 

The chief reason for this change is that, 
if East Germany’s economic woes get worse 
this winter, and no early help is in prospect, 
that could trigger a new flood of emigrants 
across the now more-or-less open border 
into West Germany. The result would be 
economic disaster in the East and more so- 
cial friction in the West, where housing is 
already scarce and unemployment high. 

In the second stage, after free elections 
in East Germany, Mr Kohl proposes setting 
up “confederal structures", including a joint 
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government committee to co-ordinate pol- 
icy and a body drawn from the members of 
both parliaments. Alongside, there would 
be much greater co-operation in such things 
as science and technology, transport, tele- 
communications, health and culture. This 
would not mean a pooling of sovereignty, 
but it would draw the two states much closer 
than they are now. The third stage would be 
a fully-fledged "federal state system in Ger- 
many", implying that East Germany would 
have the status of a Land (or group of 
Lander), much as, say, Bavaria and Lower 
Saxony have in West Germany now. 

All that still leaves many questions un- 
answered, not least the timing of the three 
stages and what German unity would mean 
for western security. Mr Kohl skips those 
difficult bits. There is also the problem of 
what the East Germans think about it all. 

Mr Erich Honecker, East Germany's 
boss until October, liked to say that unity 
between the two German states was as feasi- 
ble as combining fire and water. Some of 
East Germany's traditional—but so far still 
powerless—parties like che Liberals, are less 
dogmatic, saying that “confederal” links 
could make sense at some point. Many of 
the leaders of the new informal opposition 
groups in East Germany are against unity, 
fearing it would mean domination of the 


Herrhausen would have personified and | 























small partner by the big one, thereby replac- 
ing the ill-defined humane socialist system 
they hope to establish with West Germany's _ 
brash capitalist one. 1 
On the other hand more placards фе 
manding “a single Fatherland” are appear- _ 
ing at the big demonstrations in Leipzig and 
other cities. The Kohl plan could be a wine 

ner after all. 
P س‎ 





Soviet Union 
Doing it their way 


FROM OUR MOSCOW CORRESPONDENT 


T IS a back-handed tribute to Mr Mi 

Gorbachev's revolution that the 
Union now shares with Stalinist Ro 
the distinction of being one of only 
Warsaw pact states not to have had its 
munist party leadership overthrown this 
year. The Soviet leader has watched as first 
Poland, then Hungary, East Germany and. 
now Czechoslovakia have started to shrug _ 
off one-party rule. He seems to accept that, 
within some pretty loose constraints, the _ 
countries of Eastern Europe will have to find 
their own way to political and economic re- 
vival. And so, argues Mr Gorbachev, must 
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the Soviet Union. But when it comes to his 
own party's survival, he seems confident 
that Russians will make their revolution dif- 
erently. Will they? 
—. [tis not that ordinary Soviet people are 
passive. In. the Baltic republics, national 
days bring hundreds of thousands out in 
support of local grievances. The miners' 
strikes this summer filled the streets once 
more, this time with angry workers. Indeed 
the big change in the Soviet Union this year 
has been that perestroika is no longer a 
lonely attempt at revolution from above; the 
demand for reform has been picked up from 
below. The way in which the Soviet Union 
differs from Eastern Europe is that pres- 
е for change in the Soviet Union pushes 
opposite directions at once, whereas in 
I Europe people seem to know what 
sort of reforms they want. 

- Some of Mr Gorbachev's supporters 
now wonder whether he can control the 
ution he has started. He may be hoping 
mollify some nationalists with a new law, 
d this week by the Supreme Soviet, the 
ing body of the country’s parliament, 
h gives the Baltic republics unprece- 
ed control over their own affairs. By 
ast, parliament's decision to return the 
ted territory of Nagorno-Karabakh to 
Azerbaijani control has only outraged 
neighbouring Armenia. 

- But it is worker demands that may prove 
hardest to satisfy This summer's strikes 
were a warning that perestroika is failing the 
in whose name it is being done. 
Three of the laws upon which economic 
reform will rest have recently been consid- 
ered by parliament. The most important of 
the property law, has passed its first 
ing and has now been published for 
iblic debate. Although it fudges the issue 
ether Soviet citizens can own private 
, a draft law on land and a new law 
leasing should in theory make it easier 
workers to rent land or to lease factory 
pment to start up new businesses. But 
leave loopholes which can be used by 
ering bureaucrats to make them mean- 
ess. That is because the whole notion of 
ate property in the Soviet Union, in 
1 to that in Eastern Europe, is still 
deeply controversial. 
— Mr Gorbachev's reforms have not only 
split the working class, they have also badly 
split the party that still claims to rule in its 
name. Later this month the Lithuanian 
party, exasperated at the slow pace of 
change and mindful of the separatist senti- 
ment at home, will probably vote to sever 
ties with its Moscow masters. But other bits 
of the party are trying to haul back on re- 
form. Some 15,000 members of the Lenin- 
` grad party recently turned up in freezing 
temperatures to hear speaker after speaker 
` denounce the party's leaders, Mr Gorba- 
` chev included, for irresponsible reformism. 
Other targets of their wrath were private 
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property, co-operatives and the press. 

No matter that other party members in 
Leningrad have since denounced the meet- 
ing as “hysterical”. Taking the battle over 
reform right inside the party has blurred the 
lines between reformers and conservatives. 
Mr Boris Gidaspov, who is now both Lenin- 
grad regional party boss and city boss, was 
thought to be something of a reformer. Yet 
he has now emerged as a standard-bearer of 
conservatism. He addressed the Leningrad 
meeting and has proposed that the voting in 
Leningrad's local election be organised not 
on the basis of where people live, but where 
they work. In the factories, trade-union 
bosses would be able to influence the out- 
come of the election. 

Mr Gidaspov's second thoughts about 
reform may not be entirely unconnected to 
fears that the rout of communists in Eastern 
Europe could spread to the Soviet Union. 
From Warsaw to Prague, Communist party 
leaders have been forced to bring non-com- 
munists into government. The Inter-Re- 
gional Group of Deputies—an informal 
gathering of 400-500 members of the Con- 
gress of People's Deputies, the body from 
which the working parliament is chosen— 
announced this week that it wants the lead- 
ing role of the party on the Congress's 
agenda when it meets this month. 

That will enrage party conservatives. In 
the party newspaper Pravda this week, Mr 
Gorbachev once more argued, contrary to 
what he has tolerated in Eastern Europe, 
that the Soviet Communist party should re- 
tain its monopoly of power. Intriguingly, 
though, he hinted at eventual change. "At 
the present complex stage,” he wrote, “the 
interests of the consolidation of 


society . . . prompt the advisability of keep- 
ing the one-party system." That is not much 
for advocates of multi-party democracy to go 
on. In Prague it would be shouted down. In 
the Soviet Union it is another half-inch 
forward. 





Hungary 


Oh no you don't 


FROM OUR BUDAPEST CORRESPONDENT 


UNGARY'S revolution, launched by 

reformers within the communist 
party, is not going the way its organisers had 
planned. In exchange for the promise of free 
elections to parliament, the reformers (who 
now call themselves Socialists) had expected 
to provide the country’s head of state. The 
new president was expected to be elected di- 
rectly by the people, before the new parlia- 
ment was chosen, thereby giving the Social- 
ist candidate, Mr Imre Pozsgay, a good 
chance of winning. 

This historic compromise collapsed on 
November 26th, when Hungarians decided 
by referendum not to choose a president un- 
til they have chosen their new parliament 
Since parliament may then want to choo 
the president itself, and since the Socialist 
party does not expect to win anywhere near 
a majority of seats, Mr Pozsgay's chances 
look dim. 

So do the Socialists’ chances of having 
guaranteed seats in the new government. 
The party changed its name in the hope of 
making people like it better, but has been 
getting only 13% support in recent opinion 
polls. Its potential coalition partner, the op- 
position Democratic Forum, is also losing 
support. In Hungary’s growing anti-commu- 
nist mood, the Forum’s once cosy relation- 
ship with the Socialists has become a vote- 
loser. Anxious to distance itself from the 
communists, the Forum may now try to out- 
bid its rivals in anti-ccommunism. Under 
these circumstances, it would be suicidal for 
the Forum to talk of inviting the country's 
present rulers into the new government. 

Almost all the other opposition groups 
have now lined up behind the Alliance o* 
Free Democrats, the organisation that calle: 
for the referendum in the first place. It 
preaches Thatcherite economics and has 
risen from near-obscurity to become the 
country's third biggest party in the polls. It 
now leads a four-party coalition including 
the right-wing Smallholders, the Social 
Democrats (who have just purged their 
party of Socialist sympathisers) and the Alli- 
ance of Young Democrats. 

It has been suggested that parliament 
should dissolve itself on December 18th, 
making way for a free election in March. No- 
body yet knows how the dinosaurs now in 
occupation of the parliamentary seats will 
react to the prospect of being turfed out. 
Nor is anyone guessing who will become 
Hungary's president, or even how he will be 
elected. The Free Democrats, in a rare dis- 
play of magnanimity after their referendum 
triumph, said they would not oppose the di- 
rect election of a president, after the par- 
liamentary election. But they want the new 
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This two volume set, Swaps: Under the 
Brady Umbrella and Innovations in Swaps 
Investments, is a follow-up to our highly 
successful Guide to Debt Equity Swaps published in 
1987. Over the last two years, the trends identified in that 
report have become realities. 


It is now clear that the process of restructuring and 
converting debt is a creative one. Witness the historic 
debt reduction agreement between Mexico and its 
creditors, oriented towards privatisation and 
infrastructure investments. If the experience of the last 
few years has taught us anything it is that there is a wide 
array of options available to creditors and debtors alike in 
dealing with the debt crisis. 
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Pozsgay needs more votes 


head of state to be a merely ceremonial fig- 
ure: in a parliamentary democracy, they ar- 
gue, the president should stick to receiving 
foreign visitors at the airport. Not quite 
vhat Mr Pozsgay had in mind. 





NATO 


The peace wars 


FROM OUR SPECIAL CORRESPONDENT IN BRUSSELS 


Wii heads were turning this week 
from the upheavals in Prague to the 
seas off Malta, where President Bush and 
President Gorbachev will begin their sum- 
mit talks on December 2nd, NATO's defence 
ministers were gathering in Brussels for their 
twice-yearly meeting in a mood of some 
trepidation. Mr Dick Cheney, Mr Bush's de- 
fence secretary, had just announced that, 
because the Warsaw pact now looks less 
threatening, he would be seeking big cuts in 
American defence spending over the next 
four years. What his European colleagues 
now wanted was an assurance that the 
United States was not going to withdraw 
from Europe and that the two superpowers 
were not going to do a deal off Malta over 
their heads. 

Mr Cheney was adamant that there 
would be no bilateral deal done at Malta. 
But when it came to the likely effects of 
America's defence cuts, he was more cagey. 
He made clear that there would be no Amer- 
ican troop withdrawals from Europe during 
the year that ends in October 1990 (except 
for the several thousand men who manned 
the medium-range missiles that are being de- 
stroyed in accordance with the 1987 INF 
treaty). He also said that none are planned 
for the following year in the budget that will 
shortly go to Congress, 

But in the three years beyond that, 
those in which most of Mr Cheney's cuts 
would take effect, the story looks a bit differ- 
ent. The size of America’s forces for those 
years would be planned under several as- 
sumptions; that the treaties limiting the 
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long-range nuclear forces of the superpow- 
ers and the conventional forces of NATO and 
the Warsaw pact would be signed, and that 
the thaw in East-West relations would con- 
tinue. In other words, if those assumptions 
hold, there will be cuts in American forces 
deployed in Europe. 

That came as no surprise to Mr Che- 
ney's audience, but they had hoped for a 
pledge that America would not cut its troop 
levels in Europe by any more than it was ob- 
liged to by the treaty on conventional forces 
now being negotiated in Vienna. Mr Che- 
ney would not go that far. The most he 
would say was that nothing would be done 
without "consultation" within NATO and 
that some American troops would remain in 
Europe for the foreseeable future. 

The upheavals in Eastern Europe, com- 
bined with the talk of American defence 
cuts, are producing pressures for budget cuts 
in Western Europe at least as great as those 
in America. That worries the European de- 
fence ministers. Mr Gerhard Stoltenberg, 
the West German defence minister, told his 
colleagues that Western European countries 
must not expect to make the same sorts of 
savings that America is hoping for. Others 
pointed out that the size of the Warsaw 
pact's forces has not yet diminished much. 
Soviet military production, though it has 
slowed recently, still exceeds NATO's by a 
large margin. 





The European summit 


Just ignore her 


FROM OUR BRUSSELS CORRESPONDENT 


A NEXT week's Strasbourg summit of 
European Community heads of gov- 
ernment, Mrs Thatcher may be grateful for 
the turmoil in Eastern Europe. It is one issue 
on which she may not end up disagreeing 
with everybody. On the other two main 
items, economic and monetary union (EMU) 
and the social charter, Britain will grumble 
but the 11 others will press on. 

On Eastern Europe, the summiteers 
will draw up a declaration setting out the 
principles agreed on in Paris earlier this 
month: aid in return for political and eco- 
nomic reform. They will also consider what 
the Community can offer beyond “co-oper- 
ation agreements” to increase trade and in- 
vestment. Those have been signed with Po- 
land, Hungary and, last week, the Soviet 
Union. Mr Frans Andriessen, the foreign- 
affairs commissioner, wants a standardised 
"association agreement"—covering aid as 
well as trade—that could be offered to 
democratising East Europeans. 

France has made the social charter, 
and EMU, the priorities of its six-month pres- 
idency of the EC council of ministers. Presi- 
dent Francois Mitterrand has tried hard to 















































persuade Britain to sign the charter, whic 
would be a declaration without legal force 
To the ire of the European Parliament and 
some member states, France has greatly war 
tered down the commission's first version О 
the charter. Gone, for example, are refe 
ences to a minimum wage, a maximum nur 
ber of working hours, and a minimum le 
of social-security payments. 
Britain had argued that the charter 
a blank cheque: the commission might la 
use it as the authority for specific legislat 
proposals. The commission has now pul 
lished a programme of 45 proposals а 
promised to propose binding legislatioi 
only half of them. Sir Leon Brittan, the 
petition commissioner, who had opp 
the charter, now says Britain should 
claim proudly that it has won—and sign it. 
Mrs Thatcher is unlikely to do so. In 
private letter sent to President Mitterran 
last month, she said that she could not sign: 
text that was unclear on the definition ol 
Community competence, and which would 
increase labour costs. 
On European Monetary Union, all 
12 countries have agreed on the details o 
stage one. As a result, several changes wil 
come into effect next July. Commission offi- 
cials see these as a half-way house to thi 
more formal structures that the later s 
of EMU will entail: 
@ The existing committee of central-bai 
governors will become an embryonic Eui 
pean central bank, with its own staff. It 
make non-binding recommendations, some 
times in public, on how member centra 
banks should conduct monetary policy, for 
eign-exchange market intervention : 
banking supervision. 
€ A new system for co-ordinating 
economic policy will include a twic 
review by the council of EC finance mini 
of the general economic situation. They 
set objectives and make policy recommenda- 
tions. More controversial will be regu 
country studies that the ministers will p 
lish. These will include policy recomme 
tions on such delicate matters as current 
counts and budget deficits. 
There will be no agreement on wha 
happens after stage one. The Madrid sum 
mit decided that an intergovernmental con 
ference should be called to work out th 
later stages of EMU when full and adequati 
preparation had been carried out. Frane 
maintains that the report produced 
committee of senior officials—consistin 
seven pages of questions raised by EM 
fils that requirement. Mr Mitterrand 
fore hopes to crown the French presideng 
by calling a conference for autumn 1990. — 
That decision can be taken by a simple 
majority vote. Most member states will back 
Mr Mitterrand. Some see the EMS as a way to 
escape the monetary tutelage of West Ger- 
many's Bundesbank. The attraction of a Eu- 
ropean central bank for France, Italy, Spain, 
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nd and the Benelux countries is that 
‘ould then have a say in monetary pol- 
_ Greece and Portugal are less enthusias- 
‚ but reckon their reward for signing up 
i be more regional aid. 

- Britain is sceptical, and had hoped for 







































































ST six months ago, the prospect of a 
:uropean economic space" (EES) was 
as improbable as it was vague. The con- 
cept was designed to reassure the six coun- 
ies of the European Free Trade Associa- 
tion: (Austria, Finland, Iceland, Norway, 
Sweden and Switzerland) that there could 
still be a life worth living outside the Euro- 
n Community. It seemed destined ei- 
ther to deliver too little to its EFTA mem- 
S, or to ask too much of their 
ionhood. 
Now, the great space could well take 
shape, and long before the Community's 
гојесг for economic and monetary 
union. Responding last March to an ini- 
dative from the European Commission, 
'eams of officials from the EC and EFTA 
have forged a joint agreement which lays 
down a framework for an EES. Much scope 
for argument remains, but both sides are 
confident that ministerial talks due to 
_start in Brussels on December 18th will 
lead within a year to agreement on a 
_ treaty. 
_. The EFTA countries’ sudden haste to 
snuggle up to the Community has been 
spurred by the success of the Ec’s drive 
towards a single market. In return for ac- 
cess to this, the Eftans—Switzerland in 
particular—now concede that they will 
have to sacrifice some me independence and 
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help from countries that favoured the goal 
of EMU but thought it premature to set 
dates. But the new Dutch government now 
has a socialist minister of finance who is 
more favourable to the French line. French 
pressure has also shifted Denmark and Lux- 





conform with an organisation that can 
speak to Brussels with one voice. 

The deal is that EFTA will accept EC 
laws that govern the "four freedoms”: 
movement of goods, services, capital and 
people. These include EC rules, for in- 
stance, on the single banking passport, 
the harmonisation of industrial standards 
and.open public procurement. Exceptions 
will be negotiated for things that EFTA 
considers to be of deep national interest. 
The Ec also accepts that EFTA should not 
have to swallow the common agricultural 
policy, EC trade policy (including anti- 
dumping measures) and the complete re- 
moval of frontier controls. 

EFTA has also agreed to follow EC rules 
that flow from the existence of the four 
freedoms—such as the need for.a uniform 
policy on competition and state aids, and 
for an environmental policy. The Eftans 
will take part in the Community's re- 
search and development programmes, 
and aid its backward regions. 

There will be plenty of argument over 
the detail of these broad commitments; 
for instance, EFTA wants to be able to ap- 
ply stricter industrial standards than the 
EC, and does not like unbridled free move- 
ment of labour. But the real battle will be 
over the institutional arrangements to 


govern the EES. The metaphors used by 











embourg. Britain's most nfluential: poten- 
tial: ally i$ West Germany, whose govern- 
ment is divided on the wisdom of calling a 
conference. But the best bet is that Mr 
Helmut Kohl will back France. 








the two sides to describe the way forward 
are menacingly mixed. There will be "two 
pillars" linked “by osmosis” and 
equipped with а. “соттоп с, по 
less. This biped apparently implies lots of 
discussion to help minds meet on new 
laws; a powerful committee representing 
the commission and EFTA at the highest 
level; and a special court, including EFTA 
judges, to ensure compliance with EES law. 
The crucial point is.that.this law would 
have primacy over national law. 

But the EC insists that EFTA should 
take part only in the shaping of EES deci- 
sions, not in actually taking them. So 
Eftans could help draft new laws, but | 
would be excluded from the EC working | 
parties and ministerial meetings that ' 
eventually passed them. If the. osmosis 
failed to osmose, Eftans would find them- 
selves having to implement Community 
decisions. EFTA will not accept this loss of 
sovereignty. It wants joint decision-tak- 
ing, and says that, if a consensus cannot 
be reached on a measure, it should fall. 
Finland, one of EFTA’s four neutral mem- 
bers, says that, if EFTA could not block EES 
decisions, Finland's neutrality would be 
sullied. 

The Community replies that joint de- 
cision-making. would mean changing its 
own constitution, which it is loth to do, 
Mr Frans Andriessen, the commissioner 
for foreign affairs, admits that the EC plan 
is "perhaps a bit uneven. But that is the 
unevenness of life." He says that you can- 
not give everyone the privileges of club 
membership, or there is по point in Һау: 
ing a club. 

Squaring this circle has long been the 
nub of the EFTA-EC problem. Yet this time 
it does seem that the will exists to find 
some sort of compromise— giving Eftans a 
say in the regime they will bow to, without 
the EC changing its existing constitution. 

Both sides have much to lose if they 
fail. The. EFTA economies risk being 
shoved aside by the great Ec market. The 
Euro-federalist plans of Mr Andriessen 
and the president of the Brussels. commis- 
sion, Mr Jacques Delors, risk being wa- 
tered down. For, unless the EES is success- 
ful, more EFTA members will be tempted 
to follow Austria and apply for. ЕС meme” 
bership. Mr. Andriessen is not keen on 
this. He thinks the Community. should 
complete its current projects and reform 
its constitution before reopening its mem- 


bership book. 
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HE copycat days are over. Japanese industry is 
well on the way to becoming not just self-suth- 
cient in technology, but a big exporter of know-how 
as well. Its engineering laboratories are brimming 
with ideas that have been cultivated entirely at 
home. Japanese firms now have a virtual strangle- 
hold on the technologies for making cars, cameras, 
semiconductor memory chips, video equipment, fi- 
bre optics, robots, quality steels and composite ma- 
terials. Japanese firms are responsible for almost half 
of the patents being filed around the world. All this, 
and they are only just getting into their stride. 
A few of Japan's technological treats in store for 
""| the 1990s: 
@ Television sets as flat and wide as a painting on 
the wall, with a picture quality better than the 
movies. 
@ Telephones that automatically translate between 
Japanese and English. 7 
e Trains speeding at 320 mph while suspended mag- 
netically a couple of inches above the ground. 
€ Sports cars with the oomph of a Porsche and the 
price of a Toyota. 

But there are weaknesses, too. Japan's technical 
supremacy lies only in that handful of fields it has 
grabbed for itself. It still runs into difficulties when 
tackling less run-of-the-mill feats—how, for exam- 
ple, to enclose a baseball park with an air-supported 
dome, or to write the computer programs that let a 
dog-fighting aircraft slither sideways through the 
sky. Japan is going to have to broaden its techno- 
logical base considerably in the years ahead. 

Japan will also have to turn itself technologically 
inside out. To leap instinctively for the “hardware 
solution” has been Japan’s great strength. This capi- 
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Back to the drawing board 





































talised on its genius in manufacturing, Thus it made 
the video recorder not the movie, the hif not the 
record, the camera not the film, the computer not 
the program. But now manufacturers around the 
world offer hardware every bit as good, and often 
much cheaper into the bargain. From now on, Ja 
pan will need to reach out for the “software soli 
tion" as well. Predictably, Sony has been one of the 
first to see the writing on the wall-—which explains 
its foray into the American record and film indus- 
tries. Unlike the hardware solution though, the soft- 
ware answer plays to a Japanese weakness rather 
than a strength. No one in Japan has a clue where all 
the software writers are going to come from. 

More than anything, it was the FSX imbroglio 
earlier this year that awoke the western world to Ja- 
pan's technological maturity; Traditionally, lapan 
has equipped its airforce with aircraft built under 
licence from the United States. This time, it felt 
ready to build an advanced fly-by-wire fighter all of 
its own. The Americans bridled and brought their 
heavy political guns to bear, Only reluctantly, and 
after much recrimination, the Japanese agreed to 
base their new ЕЅХ support-fighter on an existing 
American design. 

Could Japan have put a state-of-the-art fighter 
into the sky without some technological help from 
abroad? Outside Russia and the United States, only 
the French come vaguely close to being able to do so 
independently. An ЕЗХ designed and developed eni 
tirely in Japan would probably have been as com) 
and uncompetitive as the Americans claimed. 
later versions would doubtless have been che; 
nimbler and more effective. Later versions — 
would probably have been quite deadly. << 2 
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upon Japan, will the Japanese use the military tech- 
nologies acquired in the process to break into the 
civil-aircraft business—America’s most lucrative ex- 
port earner? The answer is that it cannot fail to be of 
some assistance, but that other developments— 
both within Japan and within the American aircraft 
industry itself—will be of vastly greater help. Japa- 
nese industry is set to become a big supplier of aero- 
space products, just as it has in electronics. And 
that is a fact that no amount of techno-nationalism 
by America and Europe can forestall. 

How come? Do not forget the leg-up that Japan 
got from abroad. Mr James Abegglen, long a 
watcher of Japanese industry, reckons that between 
1950 and 1980 Japan spent no more than $10 bil- 
lion acquiring all the foreign technology it needed. 
That must rank as the shrewdest investment any na- 
tion ever made. But buying licensed know-how is 
nowhere near as easy as is supposed. lt requires 
technical judgment of the highest order, and pains- 
taking attention to detail. During the decades that 
Japan was importing technology from abroad, it ne- 
gotiated no fewer than 30,000 separate agreements 
with foreign companies—a measure of the monu- 
mental effort it put into getting its industrial infra- 
structure right. 

For that, thanks must go to the Japanese gov- 
ernment's unswerving commitment to education, 
which has allowed the-country to amass:an army of 
engineers and scientists every bit as big as Ameri- 
ca's. Japan. now has more than 5,000 technical 
workers per million of population, America 3,500 
and West Germany 2,500. No other country comes 
close. As a percentage of GNP, Japan spends as much 
on research and development (R&D) as the United 
States—and more than any of the big European 
countries. 

Two things are unique about Japanese funding 
of R&D. The amount of money going on defence 
research in Japan is miniscule by international stan- 
dards. And, unlike their competitors in other ad- 
vanced countries, manufacturers in Japan get (con- 
trary to the popular myth) fewer handouts for 
innovation. Elsewhere, governments generally foot 
half the bill for the R&D done within the country; 
the Japanese figure is less than 20%, The private sec- 
tor in Japan finances virtually all its own R&D. 

Yet another factor is at work: capital invest- 
ment. Over the past four years corporate Japan has 
grown so rich as to have an almost unlimited range 
of options. Today a factory for making world-class 
semiconductors (for example, computer memory 
chips that store 1m or more bits of data) costs close 
on $200m. Half a dozen Japanese companies can 
choose not just whether to build one, but whether 
to throw up fresh factories as the demand expands. 
Within five years making microchips will require a 
lithography that uses X-rays instead of light; a fab- 
rication plant will then cost $1 billion or more. Who 
among the semiconductor makers elsewhere will 
still be in the running? In Japan, where the semi- 
conductor has replaced steel as the rice of industry, 
the question for electronics firms will be not 
whether to build a $1 billion microchip plant, but 
how many. 

Another reason for Japan's increasing self-suffi- 






Now a second anxiety plagues critics in Wash- ^ ci 
ington about thersx. Having foisted a joint venture: 











enough of their own RS 
foreign lnow-how—have 
More anc more of Japan's nati; 
from indtstries that add value 
rates irr excess of $100 a pound (sei 
Japanese companies operating below chat: 
savaged by leaner and meaner manufacture 
South Korea, Hongkong, Singapore and Taiwan: 

Those Japanese firms that can are retreating 
upmarket, carving out niches for themselves in the 
higher reaches of manufacturing where profes- 
sional, industrial and luxury goods command far 
fatter margins. In turn, this has meant upgrading 
their level of inhouse technology. No longer is it 
good enough merely to turn out products that are 
well designed, of reasonable quality, with lots of fea- 
tures and a modest price. Now they have to be 
packed with "technological smarts"—in short, be 
able to make decisions and remember things, 
optimise their own performance, even anticipate 
the customer's whims. 








































Onthemove,again |... 
In the process, Japanese industry is being remade. 
Take a look at the chart below. Japan’s manufactur- 
ing still occupies mainly the top row of the grid— 
buying some technology from abroad, developing a 
lot at home, and selling bits of its know-how to for- 
eign firms, while continuing to export the goods it 
makes as a result. But remember one thing: ever 
since 1986 Japan's economic growth has come ex- 
clusively from domestic demand; net exports have 
been a negative influence on GNP, to the tune of 196 
or so. Meanwhile, imports have risen on the back of 
the soaring yen. Japanese firms have hastened the 
process along by shipping their know-how to sub- 
contractors in South Korea, Thailand and Taiwan, 
who then manufacture the goods for them and stick 
on Japanese labels. | 
The implication is clear: Japanese industry is mi- 
grating from the top row in the chart below towards 
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anori Moritani, a former director at the No- 
mura Research Institute, "calls for a shift from the 


services, centring on technology." 


ogy—and the route it has mapped out for propel- 


ling its high-tech industries into the twenty-first 
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ology laboratories. There, far more money has to be 
poured in at an earlier stage—so that curiosity may 
be given freer rein. But, eureka, once the formula is 
found, a product lies not that far behind. Should it 
be a drug, of course, then testing may take years and 
4 gobble up still bigger sums than those spent on mak- 
ing the initial discovery. Science-based industries 
like pharmaceuticals are noted for their exception- 
ally heavy R&D spending—well over 1296 of sales. 





xport of products to the export of software and: 
' This survey seeks to answer some of the ques- 
tions about Japan's indigenous strengths in technol 


entury. A few signposts may help the reader along | 


science-based industry, the stuff that springs from. 
the test-tubes and retorts of chemistry and microbi- . 





echnologies, by contrast, have more 
tes for R&D. They tend to reside with- 
lustries that need to spend between 4% 
their turnovers on R&D to remain com- 
interesting trend over the past few 
ie way Japan's high-tech firms have been 
the technological stakes. Firms like Hitachi 
iow devoting around 1096 of their gross sales to 
laboratories. The average for the whole of Jap- 
anese industry is 212%. 
In surveys about Japanese technology, it is usual 
< to laud the Japanese government—especially the 
. Ministry of International Trade and Industry (rri) 
and the Science and Technology Agency (sta)—for 
г its carefully laid plans for nurturing the countty's 
fledgling industries. This survey does not salute the 
‘government. Between them, MITI and the STA have 
many imaginative programmes for stimulating inno- 
vation. The ERATO programme for exploratory re- 
search is one; the Key Technologies programme is 
another. All of these, however, operate at the mar- 
gin. The real driving force behind Japan's techno- 
logical juggernaut is not the nudging or cajoling by 
government, but the sheer weight of private invest- 
ment—past, present and the trillions to come. 





Pragmatic dreamers 


TE irony is that most Japanese are not particu- 

larly enthusiastic about technology. Yes, they 
find it useful. But. many think it is a chillingly heart- 
less way of conducting human affairs. Americans, 
by contrast, are far more turned on by technological 
innovation. In a recent survey by the prime minis- 
ter's office in Japan, only 40% of people polled be- 
lieved that technology had made their working lives 
more comfortable; among Americans, an over- 
whelming 9096 thought so. 

Enthusiastic or not, the Japanese have a genu- 
ine talent for turning technological know-how into 
world-beating products—from pocket-sized video 
players to telephones that translate a foreigner's 
spoken words automatically. How come? Not by 
blindly copying gadgets invented elsewhere— not, 
that is, since the late 1950s. At that time, Japan pro- 
duced some of the shoddiest goods to be found. A 
factory revolution later, it was churning out prod- 
ucts that were, if not of the highest quality, at least 
the best that one could buy for the price. Then, in 
1975, came a stroke of technological genius. 

Old hat now, "mechatronics" was one of those 
technological feats that go beyond mere innovation. 
As its name implies, it fused ideas from the greasy 
world of machinery with notions drawn from elec- 
tronics. The products it bequeathed range from the 
lowly digital watch to the modern Nc (numerically- 
controlled) machine tool. More than anything, the 
mechatronic product that helped make Japanese 
manufacturing what it is today was a humble ma- 
chine tool that was affordable, reliable and offered 
unprecedented precision. Three separate industries 

came together as midwives for its birth. Fujitsu, a 
leading supplier of communications equipment at 
“the time, developed a compact little controller 
based on a cheap but highly accurate stepping-mo- 
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tor instead of the usual feedback controller (which 
suffered from wear and tear in the works). A bearing 
manufacturer, Nippon Seiko, perfected a ball-screw 
with friction low enough for the stepping-motor to 
do its job. And a materials company came up with a 
Teflon-like compound for coating the machine 
tool’s sliding bed—so both controller and bearing 
could work more smoothly than ever before. Sepa- 
rately, each was merely a modest advance; together, 
they fused to become a powerful innovation. At the 
time Japan's machine-tool industry was languishing 
in fourth place behind those of America, West Ger- 
many and Russia. Five years later it led the world. In 
the process, the machine-tool maker concerned (to- 
day called Fanuc) became the biggest in the 
usiness. 


Fusion solution 


At its most creative, Japanese technology blends in- 
cremental improvements from several (often alien) 
fields to create a product endowed with some extra 
ingredient not found elsewhere in the marketplace. 
Mr Fumio Kodama, professor of science policy at 
Saitama University, believes that the “fusion” pro- 
cess underpins the best of Japanese technology. The 
essence of technological fusion, says Mr Kodama, is 
reciprocity. It happens only when the two industries 
start. investing mutually in one another. For in- 
stance, companies famous for their bone china had 
long made insulators for the electricity industry. 
With the arrival of semiconductors, some even be- 
gan making ceramic packages to cope with the heat 
of military microchips. But the "new materials" 
revolution got underway only when the machinery 
industry started investing in ceramics. A meeting of 
minds then took place, allowing turbine blades to 
be made for jet engines using exotic ceramics like 
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‘silicon nitride. _ 


Technological fusion can happen anywhere. 


But Japan appears to offer especially fertile soil. For 
one thing, Japan has more talking shops for compa- 
nies to air their problems with one another. And it 
has six big keiretsu families of firms with cross-hold- 
ings in one another that have grown up around Ja- 
pan’s largest commercial banks since the second 
world war. For all their faults, these firms provide 
useful forums for swapping technological notes. 

Mr Kodama sees technological fusion as Japan’s 
home-grown answer to mergers and acquisitions. 
Where these have been used by American compa- 
nies to bring alien technology into their own work- 
shops, the thin float of shares on 
the Tokyo Stock Exchange 
(where only 20% of shares are ac- 
tually traded) has prevented even 
the wealthiest of Japanese manu- 
facturers from snapping up do- 
mestic rivals with tantalising 
know-how. 

But fusion is not just a 
cheaper way of acquiring new 
technology. It is also a far more 
efficient way of transferring 
know-how from one firm to an- 
other. The partners come to- 
gether as equals with a common 
purpose—each to create a new 
market for itself. All have a strong 
vested interest in the venture’s 
success. By contrast, when a west- 
ern firm acquires another for its 
technology, the priceless gadfly 
geniuses that come with the pack- 
age frequently flee on arrival (as 
happened at Exxon Enterprises). 
Worse, the home team, threat- 
ened by the arrival of bright tech- 
nologists from outside, often 
spends more time sniping at the 
outsiders’ ideas instead of em- 
bracing them. 

Then there are the men from D 
MITI. They have pointed the way, 
and generally bullied firms into 
collaborating with one another. To a lesser extent, 
the Ministry of Health and Welfare has played a 
similar role in the Japanese pharmaceutical and 
medical-equipment industries. The Ministry of 
Posts has done.the same in telecommunications. 

This was how Japan built its lead in optical fi- 
bres—those hair-thin strands of glass that transmit 
millions of telephone messages as pulses of light. 
Corning Glass in America was the first to offer opti- 
cal-fibre cables. But it failed to solve the two most 
pressing problems that prevented would-be custom- 
ers from using them. The fibres snapped too easily 
and too many messages were lost in transmission. 

The answer to the fragility problem came froma 
cable maker, Sumitomo Electric, in the form of a 
special coating that armour-plated the glass fila- 
ment. The transmission loss was solved by a poten- 
tial user, Nippon Telegraph and Telephone (NTT). 
Where the glass maker was trying to improve the 
cable’s performance by making the material more 
transparent, NTT looked instead at the wavelength 
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ofi tused to carry the messages. Sure enough, 


the longer the wavelength the lower the transmis- 
sion loss. The mass-production methods for com- 
mercialising optical fibres were then worked out 
jointly by the two Japanese companies, not the origi- 
nal American firm. zs 
Western companies frequently act as though in- 
dustrial innovation is simply a matter of bursting 
through a series of technological barriers. Yet build- 
ing a better mousetrap has always been the easy bit; 
devising a better way of making it, marketing it and 
using it has taken real sweat and imagination. Japa- 
nese engineers have never deluded themselves 
about how tough it is to bring an innovation to fru- 
ition. Above all, they have always 
believed that innovation is driven 
by demand, not supply. 

The video tape. recorder 
(VIR) is a prime example. Con- 
sumer-electronics. firms: in. Japah 

own the global market for vTRs— 


its peak—for good. reason. The 
first video tape recorder was built 
by Ampex in America in 1954. А 
behemoth the size of.a juke box 
and the price of a house, the only 
use that could be found for it was 
in television studios, Broadcasters 
had to put out live shows until 
the Ampex machine. came along 
and allowed them to record, edit 
and distribute perfectly tailored 
video packages. To do so, the 
video machine had to be able to 
play back recorded sequences 
with exact precision. For Ampex, 
the technological ‘bottleneck was 
thus the machine’s ability to iron 
out any variation in speed as its 
bulky two-inch tape passed over 
the recording heads. The Ampex 
recorder solved the problems bril- 
liantly, changing for ever the way 
that television networks worked. 
But it went по further. ae 
There lies the difference. In- 
stead of merely trying to supply a better studio re- 
corder, three Japanese companies (Sony, 
Matsushita and Jvc) looked at the demand side of 
the video innovation. They found that the real mar- 
ket was the home, not the studio. But that meant 
building a vTR no bigger than a suitcase for the price 
of a television set, and finding a way of threading 
the tape that could be handled by the most fumble- 
fingered of people: The Japanese answer was to go 
for three-quarter inch tape wrapped out of harm’s 
way in a cassette. The narrower tape was no match 
in being able to offer the picture quality of the stu- 
dio machine. But domestic television sets were not 
nearly good enough to display such quality anyway. 
The narrower tape made. everything much 
cheaper and more compact—but technologically far 
trickier. How, for instance, to record the picture sig- 
nal on tape only three-quarters of ап inch wide? 
With the two-inch tape used in Ampex’s big studio. 
machine, each frame of information was recorded as 
a vertical line running across the width of the tape. 








‘earning them $15 billion a year at |» 
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Sony provided the answer. It twisted the recording 
head so as to make an angle with the tape, allowing 
the picture signal to be recorded as a longer line run- 
ning diagonally (instead of vertically) across the 
tape. The rest is history. 

Technology driven by demand instead of supply 
is not unique to Japan; competent companies every- 
where harness know-how in this way. But Japanese 





гап ingenious knack of letting th: 


minds float freely while keeping their feet firmly on 


the ground. However, neither technological fusion 
nor a demand-driven approach to innovation 
would have counted for much had a third ingredi- 
ent been missing—the Japanese conviction that in- 
vestment, in R&D as well as plant and equipment, is 
truly a matter of corporate life and death. 

EEE SABO 1 





When the hammering stops 


CTUALLY, Japanese companies ate now in- 
vesting more in R&D than in plant and equip- 
ment. The Nomura Research Institute, which has 
been tracking 68 leading industrial companies in Ja- 
pan, reports a significant switch in their investment 
priorities. In 1985 their average capital expenditure 
was 30% more than their investment in R&D; by 
1988 it was 8% less (see table below). The high-tech 
rms among them were spending on average 80% 
more on R&D than on plant and equipment. Japa- 
nese factories are changing from being clattering 
and banging places for producing things to becom- 
ing cloistered halls for thinking. 

Literally dozens of new corporate laboratories 
have been built in Japan during the past three years 
alone. Hitachi is now pouring more than $2 billion 
a year into R&D, accounting for 10% of its annual 
sales. NEC’s budget is now $1.8 billion (9.2% of 
sales); Toshiba’s is $1.4 billion (7.1% of sales); 
Fujitsu’s $1.3 billion (10.9% of sales). Why the sud- 
den enthusiasm for the boys in the backroom? 

One reason is that factory robots and other 
forms of “soft automation” have started flexing 
their muscles, reducing industry’s need for capital 
expenditure sharply. Such flexible machinery is 
merely reprogrammed—rather than ripped out and 
replaced—when a factory is being switched over to 
making a new product. The changeover is com- 
pleted in hours instead of weeks; the cost of doing 
so is marginal. 

A second reason is that the doubling in the 
yen's value against the dollar between 1985 and 
1987 consigned whole chunks of Japan's low-tech 
manufacturing to the scrap heap. To survive, even 
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the bluest of Japan's blue-chip engineering firms 
have had to abandon much of their old core busi- 
nesses and hasten where possible into higher-value 
markets. In the process, they are having to add all 
sorts of high-tech "smarts" to their products to 
keep their new and more demanding customers 
happy. 

A third reason is anxiety. Government officials 
have long been uneasy about the way strategic parts 
of Japanese industry (defence, nuclear energy, chem- 
icals, drugs, software) have been a little too depen- 
dent on know-how licensed from abroad. Though 
Japan’s trade balance in technology moved into the 
black five years ago, Japanese industry still buys a 
good deal of its know-how from America and Eu- 
rope and sells primarily to the developing world. 
Meanwhile, American companies have become in- 
creasingly reluctant to part with their proprietary 
know-how. Two semiconductor makers, Intel and 
Motorola, have refused point blank to license their 
latest microprocessors to Japanese firms. 

The problem, say the pundits, is basic research. 
There is not enough of it in Japan. One Tokyo view 
holds that, just as Britain’s shortage of qualified en- 
gineers explains why much of British manufacturing 
is second rate, Japan’s lack of research scientists is 
why Japanese firms have never had the creative 
streak of their American rivals. Knowledgeable folk 
believe that the United States has got it about right. 
It produces nine scientists and 12 engineers annu- 
ally for every 100,000 people. Though better than it 
used to be, Britain's mix of ten scientists and seven 
engineers is much too lop-sided for Japanese tastes. 
Universities in Japan are currently graduating little 
more than two scientists and nine engineers per 
100,000 people. A quadrupling, then, of the num- 
ber of science graduates in Japan? 

Probably. But do not expect them to go into 
basic research. In the past, Japan's weakness in sci- 


_ence has tended to work in its favour—and manu- 


facturers are not falling over themselves to change 
such a good thing. For instance, they have never 
had to compete with the universities or government 
laboratories for the brightest young brains. Nor 
have their top researchers been distracted by fancy 
new theories concerning the nature of matter or the 
origin of the cosmos. Instead, their engineers and 
scientists have collaborated single-mindedly on get- 
ting the products out of the door. 

An added strength has been that in R&D, as in 
most other things, Japanese industry has largely 
paid its own way. This makes Japan different from 
other industrial countries. America’s government 
pays for almost half the $120 billion-worth of R&D 
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done in America each year. Most other western gov- 
ernments do likewise. Not so in Japan. Its govern- 
ment contributes only a fifth of Japan’s $60 billion 
annual bill for R& D—and that goes to the universi- 
ties and its own research institutions. 


Drenched by the waves 


This compulsion by Japanese high-tech firms to in- 
vest—in new plant, equipment and research 
projects—has acquired a momentum of its own. In 
the process Japanese managers have ceased basing 
their investment decisions on such notions as rates 
of return. They say it is more like “surf-riding”’, with 
waves of innovations coming one after another. “If 
you don't invest, you get wiped out," says Saitama 
University’s Mr Fumio Kodama. A glimpse at the 
past two decades' evolution of the computer mem- 
ory chip, better known as the DRAM (dynamic ran- 
dom-access memory), demonstrates just how re- 
morseless innovation at the leading edge of 
technology has been. It shows, too, how destructive 
it can be to those who fail to catch the wave. 

The first commercial memory chip could store 
1,000 bits of computer data. When introduced in 
1972, the so-called one kilobit (1k) DRAM cost 
around $10. Initially around 5m pieces were manu- 
factured annually. The only firms that knew how to 
make the lk DRAM were American. Between them, 
they had raised production to more than 20m pieces 
annually by 1975. Doing so had allowed them to 
ride the learning curve down to a price of $3 a 
kilobit. 

No sooner had the ten American semiconduc- 
tor firms started earning profits from the lk device 
than its replacement, the 4k chip, hit the market. 








Three manufacturers (General Electric, C 
and Westinghouse) missed the wave and were effec: 
tively forced out of the business, But three new mak- 
ers (Intel, Rockwell and Philips) plunged into the 
fray. At its peak in 1978, the 4k device was being 
produced at a rate of 100m units a year and priced at 
50 cents a kilobit. By 1978 the 16k DRAM had he- 
come the standard memory chip. Three years later, 
some 200m pieces were being produced annually for 
about ten cents a kilobit. Again, three American | 
suppliers (Rockwell, General Instruments and 
American Micro Devices) failed to catch the wave. 
Suddenly there were four Japanese suppliers (NEC, 
Hitachi, Toshiba and Fujitsu) among the world's 
top ten memory chip makers. 

The Japanese then upped the stakes. The 64k 
device was launched in 1981, à year earlier than ex- 
pected. At peak production, in 1984, more than 
800m pieces a year were spilling out of the semi- 
conductor industry's "fab" plants. Meanwhile, two 
more Japanese manufacturers had elbowed their 
way into the game. The next wave carrying the 256k 
chip welled up in 1983, again a year earlier than ex- 
pected. This time practically all the surfers were Jap- 
anese. And the pandemonium that raged the length 
of Silicon Valley was relayed rapidly to Washington. 

The Americans did not know it at the time, but 
Japan's semiconductor suppliers were in the midst 
of a bloodbath of their own making. They had been 
on an investment spree, culminating in no less than 
212 times the world capacity for 256k DRAMs being 
installed between them. By 1985 prices had plum- 
meted below one cent a kilobit. It was then that 
American trade officials made a tactical blunder, in- 
sisting that Japan's semiconductor firms join a cartel 
to maintain prices for their 256k prams high 
enough for American suppliers to make a profit as 
well. Street prices for the 256k device shot up from 
$3 apiece to more than $10. Only in the past six 
months—now that production of the one megabit 
DRAM is peaking—has the price of the smaller 256k 
device got back to the level it was before its cartel- 
induced rise. 

Thanks to American trade negotiators, the Jap- 
anese microchip industry was saved from its own 
folly—and handed huge windfall profits that would | 
more than cover all the investment needed for 
bringing future generations of DRAMsto the market. 
Today, only a couple of American firms make one 
megabit memory chips (IBM makes all its own, but 
sells none). And Japanese firms virtually own the 
business as well as all the technology needed. 
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| Revenge of the vacuum tube 


O YOU think vacuum tubes went out with the 
1960s? Transistors and then microcircuits put 
paid to those big glowing electronic devices within 


fragile glass jackets that were used in old radios, tele-. 


vision sets and early computers. Think again. Vac- 
uum tubes are back, and threatening revenge... 


For good reason. Japanese technologists are not - 


happy with the microchip. Packing 4m transistors 


into a slither of silicon a few millimetres square has 


been a pushover. Plants for mass producing four- 
megabit DRAMs are beginning to be wound up to full 
speed. Meanwhile, the backroom boys at Toshiba, 
Mitsubishi Electric, Hitachi, NEC, Fujitsu, Oki and 
Matsushita are sketching out their 16-megabit de- 
signs and taking a peep at 64 megabit versions for 
the mid-1990s, 

Squeezing ever-more active components into 

„semiconductor memory devices is not the most 
pressing of problems for Japanese chipmakers. The 
trouble is getting them to flip on and off fast enough 
for the next generation of gizmos that their engi- 
neers have in mind. The best DRAMs can be 
switched within a few hundredths of a second—a 
yawning lifetime in the molecular universe of micro- 
electronics. Future appliances are going to need cir- 
cuits that can be turned on and off millions, maybe 
billions, of times faster. The problem is that the elec- 
trons doing the job inside a microchip have to bur- 
row through solid silicon. Far better if they could 
zip through air. Better still, through a vacuum. 

For the past few years the buzzword in Japanese 
laboratories has been “vacuum microelectronics”. 
The aim is to put literally billions of miniaturised 
versions of the old vacuum tube on a wafer of sili- 
con. Such a device could be switched on and off in 
not hundredths, but trillionths, of a second. The 
world’s first “tube-on-a-chip” was made in 1986 by 
scientists at the United States Naval Research Lab- 
oratory in Washington, Dc. Starting from scratch, it 
took researchers at мітт'ѕ Electrotechnical Labora- 
tory at Tsukuba two years to.catch up. Now the full 
weight of Japan’s $150 billion-a-year electronics in- 
dustry is pouring resources into making the tube- 
on-a-chip a commercial reality. 

They are not alone. So, too, are the electronics 
industries of Europe and the United States. Who 
will win? The advantage will lie with manufacturers 
possessing the slickest lithographic and photo-etch- 
ing know-how—the basic technologies for fashion- 
ing integrated circuits from silicon and other semi- 
conductor materials. American companies such as 
Intel, Motorola and National Semiconductor won 
the battle for the computer-on-a-chip and continue 
to dominate the market for complex 
microprocessors. Their genius is in inventing novel 
ar of making a computer's logic circuitry brainier 
still. 

Japan's vertically integrated electronics groups 
(Hitachi, Nec, Toshiba, Matsushita, Mitsubishi, 
etc) beat all-comers in the commodity end of the 
business of mass-producing memory devices. Their 
strength is in etching finer and finer circuit lines on 
a wafer of silicon—to cram still more memory cells 
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into а DRAM—and then to build factories so clean 
that production is barely affected by stray molecules 
of dust and other defects. To make the tube-on-a- 
chip, ten billion or more minuscule emitters—each 
thinner than a strand of human hair— will have to 
be etched into the surface of a wafer of silicon. The 
Japanese have better tools for doing that. 

Were all other things equal, then just one other 
factor would probably clinch the tube-on-a-chip 
market for Japan—the vast array of new gadgets for 
the commercial (rather than military) world that are 
working their way through Japanese laboratories. 


Sharp as the human eye 


Such as HDTV, short for high-definition television. 
Japan is reckoned to be six years ahead in develop- 
ing television sets with a picture sharpness to match 
the human eye—better, in fact, than anything the 
cinema can achieve. To do so requires transmitting 
vastly more visual information-—so much so that it 
sprawls over a broadcasting band 20 megahertz 
wide (today's rv channels are six megahertz wide). 
Electronics engineers have tricks for shoehorning 
broadcast signals into available channels. But once 
the high-definition pictures arrive in the home, they 
have to be stored temporarily in a computer-like 
memory while being decompressed and fed to the 
screen. Some of Japan’s HDTV engineers believe 
"vacuum chips" could help. 

Japan has started broadcasting test programmes 
for HDTV. So far the sets, hand-made in limited 
numbers, have cost around $80,000 apiece. Once in 
production, however, they are expected to sell for 
about $7,000. The extra-wide picture tube will ac- 
count for about half the cost. So if HDTV sets stick 
with conventional tube technology, their. price is 
unlikely ever to fall much below, say, $4,000-—too 
high for them to penetrate more than one in ten 
homes. And that is not going to create the $21 bil- 
lion-a-year market for HDTV that the Japanese elec- 
tronics industry is banking on. 

Here, again, Japanese engineers see the tube-like 
microchip as a potential answer. Making a flat 
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| If only computers 
could program 
themselves 





screen by depositing billions of tiny vacuum tubes 
packed together on a thin film of glass—instead of a 
single huge, complicated and delicate cathode-ray 
tube—would be not all that different from turning 
out megabit microchips. The price of such an HDTV 
set, hung like a painting on the wall instead of sit- 
ting like a sideboard in the corner of the room, 
might then tumble below $1,000. 

Still other industries are expected to benefit 
from the tube-on-a-chip. The telecommunications 
industry, for instance, needs more electromagnetic 
room in the frequency spectrum for beaming its 
messages. The vacuum device’s super-fast switching 
would allow microwaves to be transmitted at fre- 
quencies way above the chatter of present-day com- 
munications. Millions more cellular telephones, op- 
erating at frequencies of 60 gigahertz or more 
(today’s work in the crowded bands below one giga- 
hertz), might then become available. 

Before such fanciful ideas can be turned into 
workaday products, more down-to-earth problems 
are needing attention. For instance, the optical fi- 
bres that are replacing copper cables for telephone 
transmission are still far from perfect. Repeater sta- 
tions are needed every 20 miles or so to boost the 
message-carrying light pulses and send them on 
their way again. To do so, the light signal has to be 
converted into electronic form so that it can be am- 


plified; the boosted electronic signal must then be 
converted back to light again. What is needed in- 
stead is an optical version of the transistor—a de- 
vice that can amplify the light messages directly. 

Electronics firms around the world are racing to 
commercialise the optical transistor. Prototypes ex- 
ist in a number of laboratories. On its own, how- 
ever, a single device is next to useless; bringing mil- 
lions of optical transistors together in a single 
microcircuit is the way forward. Such an integrated 
circuit was announced earlier this year by NEC. Its 
optical chip can manipulate only 1,000 bits of data 
at a time—far, far less than its big electronic 
brother. But these are still early days. 

Rather than use silicon, NEC's engineers have 
fashioned their optical chip from gallium arsenide. 
Devices made from this semiconductor material are 
more difficult to manufacture, but. offer higher 
switching speeds than silicon chips, Manufacturers 
of supercomputers—the giant machines used for 
modelling the weather, prospecting for oil, design- 
ing aircraft, cracking enemy codes—have started us- 
ing gallium-arsenide chips to perform the billions of 
calculations a second needed. But beyond the gal- 
lium-arsenide device lies the vacuum-tube device. 
Japanese researchers are determined to make it 
«е They have a still more pressing probl em for it 
to solve: Japan’s coming software crisis. 
sò ЗЕ ^ ad 





Imitating the brain 


OMPARED with America, Japan's most glar- 
ing weakness is its shortage of good software 
engineers. Lately, concern about this technology 
gap has turned to panic. The government's latest 
figures show that there are already 50,000 fewer pro- 
grammers than needed in Japan. Within a decade 
the shortfall is likely to have swollen to 900,000 soft- 
ware specialists. 
The microprocessor is to blame. Because they 
have proved so useful at managing all manner of 


‘chores, Japanese manufacturers have been stuffing 


microprocessors into everything from toasters to 
television sets. Half a dozen reside under the bonnet 
of a car, managing the fuel supply, keeping the ex- 
haust emissions down, even remembering the seat, 
sun-roof and mirror positions for different drivers. 


The trouble is that every application takes a team of 
programmers weeks, even months sometimes, to 
write the microprocessor's coded instructions. 
What if the microprocessor could program it- 
self? What if bigger computers were smart enough to 
learn from their own mistakes and reason like 
humans? Writing software might then become a 
thing of the past. Japanese companies would sud- 
denly be free to add “smarts” (computer logic and 
memory) to countless more everyday products, 
Hence Mrri's enthusiasm for the neural com- 
puter, which it is backing with more than $200m 
spread over the coming eight years. Though dating 
back to experiments in American laboratories dur- 
ing the 1960s, the idea of building a computer that 
works crudely like the human brain—with millions 
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ke proces rs and a vast tangle of © | 





< wires connecting each with each other—is back in 
fashion. Earlier attempts failed largely because the 
closely bound connections interfered with one an- 
other electrically. Japanese computer firms develop- 
ing neural computers have side-stepped the interfer- 
ence problem by using optical chips connected by 
bundles of optical fibres. 

‘One small company, working in collaboration 
with Mrri's Industrial Products Research Institute, 
has built a neural machine that it calls an “optical 
associatron". The company, Hamamatsu Photon- 
ics, has been tutoring its machine to read, in much 
the same way as a child might learn. That is to say, it 
associates a particular pattern of “neural connec- 
tions" with a particular idea. When shown various 
shapes and letters, it tries to associate them with 
things it has already learnt and displays the answer. 
Each time it makes a mistake, it learns not to do the 
same again. The associatron has learnt to recognise 
the letters of the alphabet, even when they are badly 
distorted. Its next job is to string letters into words, 
and then perhaps (one far-off day) words into 
sentences. 

Hamamatsu Photonics is only one of half a 
dozen companies in Japan that are trying to teach 
computers to read. Fujitsu, Japan’s largest computer 
maker, has a team of engineers studying neural com- 
puters at its research centre in Kawasaki. Mitsubishi 
Electric has squeezed its original neural prototype 
into a single optical chip, and is now trying to lace 
lots of neuro-chips together to form a self-program- 
ming machine. NEC’s neural computer has taught 
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itself to recognise a basic set of numbers and letters. 
Having done so, it can now distinguish any of them 
with 99% accuracy, no matter what style they are 
printed in. NEC has even started selling a simpler 
version of its brain-like machine as an attachment 
for its most popular personal computer. Pigeon- 
brained such neuro-computers may still be, but pi 
geons have keener eyes (and, in many ways, sharper 





Highest frontier 


PACE technology—the highest of high technol- 

ogies—is Japan’s other main stepping stone to 
the future. Learning to build spacecraft, along with 
the equipment to go in them, is even more demand- 
ing than working at the frontier of microelectronics. 
It adds value to metal and silicon in a way no other 
technology can match. Where computers costs less 
than $200 a pound of structure, space products are 
worth way over $20,000 per pound. Satellites would 
be far cheaper if made from solid gold. 

A high adder of value, certainly; but can space 
technology ever become a big supplier of profits? 
Clearly it will never be a substitute for such sunset 
industries as shipbuilding, steelmaking or (one day) 
manufacturing motor cars. The principal firms in 
Japanese space technology (Mitsubishi Heavy Indus- 
tries, Nissan and Ishikawajima-Harima with rockets; 
NEC, Mitsubishi Electric and Toshiba with satellites) 
talk of cornering 20% of the world market for space 
applications by the turn of the century. 

uesses vary as to how big a business this will 
be. The consensus seems to think about $25 billion- 
35 billion a year by the year 2000— with spaceborne 
drug-making providing the biggest slice. Thus Ja- 
pan’s share would be worth no more than, say, the 
annual sales of Suzuki Motor, one of the country’s 
smallest makers of cars and motorbikes. Compared 
with manufacturing cameras, cars or video record- 
ers, not even the most far-sighted of Japanese firms 
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expect the demand for-space vehicles ever to be 
large enough to provide the sales, jobs or indeed 
profits capable of propelling Japanese industry into 
the twenty-first century. So why bother? 

Prestige comes into it—but only marginally so. 
Japanese industry's enthusiasm for space technol- 
ogy has sounder footings. As with electronics, it is 
one of the most strategic of industrial endeavours— 
a "forcing" technology that compels countries to 
master. à whole range of other exacting disciplines 
that they would otherwise never get round to 
accomplishing. It is from the realms of these—from 
the exotic materials, the fine chemicals, the preci- 
sion machining, the systems packaging, the energy 
devices—that sustenance for advanced manufactur- 
ing springs. From these, too, come the products that 
distinguish the manufacturing giants from the in- 
dustrial has-beens or yet-to-bes. 

More imagination than megabucks has been 
used to launch Japanese industry into space. Twenty 
years ago, when America’s National Aeronautics 
and Space Administration (NASA) was spending an 
annual $4 billion to put a man on the moon, the 
Japanese government believed $25m a year was 
more than enough for its budding rocketmen. That 
has begun to change. In an about-face last summer, 
the prime minister's Space Activities Commission 
laid plans for Japan to build an unmanned space 
shuttle of its own (called “Hope’’) by the end of the 
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century, and then to move on to 
spacecraft. 

This year the Japanese government will dole out 
$1.1 billion for space developments. For this, tax- 
payers will get a string of commercial satellites and 
an ambitious launcher-development programme 
overseen by the National Space Development 
Agency (NASDA), plus a separate space research pro- 
gramme carried out by the Institute of Space and 
Aeronautical Science. 


Too cheap 


So far, Japan has moved forward in space technol- 

ogy one small step at a time. This incremental ap- 

proach has served Japanese industry well in most 

other industries. It has allowed manufacturers to 

build on proven designs, bolstering local suppliers, 
ensuring reliability and avoiding costly mistakes. 
But doing it on the cheap has hobbled Japan's fledg- 
ling space industry to yesterday's underpowered 
launchers. Breaking loose is proving tougher than 
was bargained for. 

The workhorse of Japanese rocketry is the 
three-stage H- launcher. Like its predecessors, the 
NA and м1, the Japanese rocket is based on the 25- 
year-old Thor-Delta built by McDonnell Douglas in 
the United States. Japan’s sole contribution to the 
H- is the motor that drives the rocket's second stage: 
an up-to-date design that burns the same powerful 
brew (liquid hydrogen and liquid oxygen) as Ameri- 
ca’s space shuttle. 

Though only three years old, the нч is already a 
decade or more behind the times. With its pair of 
strap-on boosters, the H1 can lob half a ton of pay- 

















nto geostationary orbit—the commercially im- 
portant parking slot that allows communications 
satellites to hover, beacon-like, over a point on the 
equator. Par for the course in lofting commercial 
payloads into geostationary orbit is at least two tons. 
That is what America’s space shuttle and its new 
Titan rocket can do. It is the payload that Russia’s 
old Proton rocket as well as Europe’s Ariane-4 can 
put into geostationary orbit. Anything less means 
using tinier satellites offering nothing like enough 
voice circuits or television channels to be commer- 
cially viable. 

Lack of oomph could yet ground Japan’s ambi- 
tions in space. It is this that has priced Japanese sat- 
ellite makers out of all the markets except their pro- 
tected domestic one. Mr Keisuke. Kasagi and Mr 
Samuel Ramsey, analysts in the Tokyo office of the 
brokerage firm, W.LCarr, reckon that. Mitsubishi 
Electric's Sakura communications satellites, with 
their 80% Japanese content, cost $195m apiece after 
being put in geo-orbit by an на rocket. A compara 
ble American satellite from General Electric; 
launched by. Europe's Ariane-4 from French 
Guinea, would cost no more than $100m. 

Part of the twofold difference in price comes 
from Ariane’s more efficient launch site on the 
equator. Rockets fired from NAsDA's Tanegashima 
station off the southern tip of Kyushu have to exe- 
cute a tricky dog's leg manoeuvre to get their satel- 
lites into geostationary orbit over the equator. The 
other penalty is the Japanese rocket's much smaller 
lifting ability. 

Hence the urgency at NASDA headquarters to 
press on with the H.1’s successor. Until recently, the 
aim was to have the first of three HH test rockets, 
capable of hoisting 2.2 ton satellites into: geosta- 
tionary orbit, ready for firing by early 1992, But the 
project has been slipping badly, as Japanese engi- 
neers struggle with problems plaguing their home- 
made engine: such are the frustrations of pioneering 
new designs. Officials reckon that the на, when 
eventually ready for business in the mid-1990s, 
ought to be able to deliver satellites into geosta- 
tionary orbit for around $120m a throw. By then, 
American and European launchers will be 35-4096 
cheaper still. | 

This is something the Japanese government is 
prepared to underwrite. Willingly so, for two rea- 
sons. First, having at last got a rocket that is com- 
pletely home made, Japan will be free of the technol- 
ogy agreement signed with America in 1969 that 
allows the Americans to veto any deals to launch 
satellites for other countries. This has prevented 
NASDA ftom offering discount launches to foreign 
governments, which would have allowed lapanese 
satellite manufacturers to secure a toehold in the in- 
ternational-space business. Second, it will provide 
all those cutting-edge technologies—the learning 
from mistakes, the sweat and tears of trying some- 
thing new—that go with developing products from 
scratch in place of relying wholly on borrowed blue- 
prints. Such technological know-how—and the 
confidence that goes with it—has many other uses. 
Above all, it will allow the same engineering firms to 
move from being mere subcontractors to becoming 
major suppliers in the опе really big business that 
they have failed to crack so far: aviation. 
A м 
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Zeroing in 














































WARTIME Japan had an aircraft industry as 
big as Britain's. At its peak, more than 28,000 
fighters, bombers, trainers and transport aircraft 
were rolling out of Japanese factories a year. The in- 
dustry’s strength lay as much in imaginative design 
as in raw production. The Mitsubishi Zero’s climb 
and manoeuvrability were as legendary as its fragil- 
ity. By the time of Hiroshima, no fewer than 90 dif 
ferent Japanese military aircraft plus some 164 vari- 
ants were in production. Forty years on, Japanese 
industry is trying to earn its wings again. 

Bumpy landings are all part of the game. After 
12 years of hard work and $270m of the Science and 
Technology Agency’s cash, the National Aerospace 
Laboratory's four-engined Asuka was wheeled back 
into the hangar last March for good. The dumpy 
little airliner used lots of modern tricks to allow it to 
take off and land quietly on short local runways. It 
was to be the answer to rural Japan’s (and perhaps 
the rest of Asia’s) lack of proper airports. Unfortu- 
nately, runways have since been upgraded every- 
where—to cash in on the boom in tourism and busi- 
ness travel. Japan's first attempt to go solo in the 
airliner business flopped for want of a more market- 
oriented approach. 

That will not be allowed to happen again. With 
aeronautics now firmly under МІТІ'ѕ wing, the minis- 
try is determined to use aircraft manufacturing as a 
tool for reshaping much of Japanese industry in the 

just as it did so successfully with shipbuild- 
ing in the 1960s. In its latest policy "vision", miti 
decrees: 


The aircraft industry will play an important role in the 
national plan to remould Japan's industrial structure 
into an innovative knowledge-intensive one. At present, 

7 the aircraft industry in Japan is smaller than in advanced 
western countries, and relies too much on defence work. 
More attention will be paid to building aircraft for civil 
use. . . In the meantime, the government will subsidise 
projects on condition that a percentage of any subse- 
quent profits is returned. 


Japanese aircraft manufacturers have been cutting 
their teeth over the past decade on military aircraft 
made under licence from America, plus subcontract 
work for Boeing like rivetting up fuselage panels and 
wing flaps, ailerons and spars. Under the Japanese 
constitution, manufacturers are forbidden to export 
military equipment, but anything classified as "dual 
use" (that is, with legitimate commercial uses as 
well) is all right. Japanese aircraft manufacturers 
have also had their hands more firmly tied by their 
licence agreements with America. These agreements 
have restricted Japanese firms to the domestic mar- 
ket, of which the Self-Defence Agency accounts for 
more than 80%. The industry's annual sales, which 
grew from $1.2 billion at the beginning of the 1980s 
to $4.7 billion last year, have begun to level off 
Mitsubishi Heavy Industries is coming towards the 
end of its contract to supply the Japanese airforce 
with 160 F-15) Eagles built under licence from Me- 
Donnell Douglas. Kawasaki Heavy Industries has al- 
most completed its run of 100 p-3c Orion anti-sub- 
marine aircraft built under licence from Lockheed 
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in the United States for Japan’s maritime forces. 
Japan’s military build-up plan, starting in the 
mid-1970s and given extra momentum by the hawk- 
ish Mr Yasuhiro Nakasone during his five years as 
prime minister, comes to an end in 1990 and is un- 
likely to be repeated in the foreseeable future. The 
size of Japan’s defence forces is already causing anxi- 
ety among neighbouring countries with nasty war- 
time memories. The emphasis in future will be more 
on upgrading the quality of existing equipment. So 
the FSX support fighter being developed jointly by 
Mitsubishi and General Dynamics will be far supe- 
riot to the obsolete r.i aircraft it replaces, but it is 
not going to add quantitatively to Japan’s arsenal. 
The same. goes for the unmanned reconnaissance 
aircraft being developed by Fuji Heavy Industries 
with electronics help from МЕС, Fujitsu and Hitachi. 
Sooner or later, too, Japan’s Patriot anti-aircraft 
missile system, built by Nissan under licence, will 
need to be replaced—probably with Martin Mariet- 
ta’s latest design for launching up to ten missiles at a 
time. After that, nothing much for quite a while. 


Into the blue yonder 


Hence the wistful gazes at the overseas market for 
civil aircraft—which is booming like never before, 
Last year airlines around the world placed orders for 
1,050 new aircraft worth some $48 billion. Boeing 
and McDonnell Douglas together mopped up 80%, 
and Airbus Industrie took most of the rest. With 
passenger volumes likely to carry on rising at 5-6% a 
year throughout the 1990s, the airlines are going to 
require up to 650 extra aircraft annually between 
now and the turn of the century. Add to that all the 
aircraft needed to replace the growing number of 
30-year-olds in their fleets. Thus the aircraft makers 
in the western world can look forward to 850-900 
new orders every year for more than a decade. 
Throw in parts, and the total value of orders will be 
more than $400 billion.-Japanese manufacturers are 
out to get 10% of it. 

Japan’s airframe makers (Mitsubishi, Kawasaki 
and Fuji) have been trying to press Boeing into giv- 
ing them more than just subcontract work. They 
want a go-ahead on the 77 project for joint develop- 
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subcontractors since the early 1980s. Boeing has far 
too much on its plate at the moment, but is trying to 
keep the Japanese interested with the offer of joint 
development work on a future 285-350 seat airliner 
called the 767-x. 

As a consolation prize, MIT! has recently 
given the green light for a replacement for the vin- 
tage ¥S-11 twin prop-jet, Japan's first (none too suc- 
cessful) attempt to go it alone in the commercial- 
aircraft business. This year Mtr! will hand out 
$700,000 for initial studies of an advanced 75-100 
seat prop-jet. A further $1.4m will be allocated next 
year. West Germany's MBB has a similar project on 
the drawing board for China and has invited the 
Japanese to participate. So far, MITI has been non- 
committal. That is because it has a clever plan of its 
own for propelling Japanese aircraft firms into a 
leadership role. 

Taking a leaf from Boeing's book, MIT! wants to 
subcontract work on the ys-11 replacement to coun- 
tries that could be customers for the new aeroplane. 
That means primarily members of ASEAN and, of 
course, China. To persuade them to climb aboard 
the Japanese rather than the West German venture, 
MITI has an intriguing proposal. It is just conceivable 
that the Japanese government could give some of 
the aircraft away. "Were the first planes donated 
and Japanese assistance rendered in the setting up 
of parts-production facilities," says Mr Bruce Ros- 
coe of S G Warburg Securities in Tokyo, "the 
project would probably qualify for funding from Ja- 
pan's official development aid budget." As Mr Ros- 
coe points out, the only budget in Japan that is 
growing faster than defence is overseas aid—now 
worth t 10 billion a year. How ingenious to get the 
third world to finance Japan's entry into the civil- 
aircraft business. 


After Concorde 


Beyond that lies miti’s seven-year feasibility plan for 
a supersonic jetliner. This year it has provided 
nearly $3m to nudge research along on the kind of 
materials, structures and engines needed for a Con- 
corde replacement. Japanese manufacturers have 
few illusions about going it alone on a machine 
twice the size of the Anglo-French jet and able to fly 
at Mach 3. If nothing else, the project will concen- 
trate the minds of the whole Japanese aircraft indus- 
try, allowing most of the infrastructure for design, 
development and testing to be put in place so that 


airliner. С ` Japan could be ready 
has been discussing this project with its Jopas 


| future air- 
craft projects. One thing i is certain: Japan ls no in- 
tention of ever again being held hostage to Ameri- 
can aerospace technology. 

Will the $8 billion joint-development pro- 
gramme with America to build the rsx help Japan's 
commercial aircraft firms fly solo! Congress has la- 
belled it a "technology grab" by Tokyo for bolster- 
ing Japan's ability to export civil aircraft and other 
high-tech products. But the final deal struck by 
Washington on the FSX seems to protect American 
interests more than adequately. Japanese manufac- 
turers will not get access to the key "source code” 
(computer software) that will manage the fighter’s 
flight-control system. And American firms will re- 
lease only as much source code for the weapons sys- 
tems as is needed to allow the Japanese partners to 
build their own electronics equipment irito the air- 
craft. Meanwhile, General Dynamics will acquire all 
of Mitsubishi Heavy Industry’s know-how for “co- 
curing” whole wings made of carbon-fibre compos- 
ites, along with the technology for making the 
miniaturised phased-array radar sets from 
Mitsubishi Electric. 

There is no question that American firms are 
well ahead in their basic understanding of advanced 
composites. The same goes for. phased-array radar. 
But, in both instances, the Pentagon’s analysts 
reckon that Japanese industry has progressed fur- 
ther in using the technologies commercially. In par- 
ticular, the integrated circuits used in Mitsubishi 
Electric’s radar equipment are based on gallium ar- 
senide rather than silicon. This makes them not 
only faster, but it also. allows the Japanese phased- 
array radar to be shrunk so as to fit in the nose of a 
fighter. The American equipment is still too bulky 
for that. 

Even experts disagree on whether the technol- 
ogies acquired in building military aircraft can be 
transferred to commercial jets. Clearly, some ma- 
terials know-how spills over. So does knowledge 
about hydraulic systems, valves, actuators and in- 
struments and the like. But of far greater value, as 
far as the Japanese aircraft industry is concerned, is 
the experience it has been gaining while making 
forgings and fuselage parts for Boeing's commercial 
airliners. Marry that to all the new infrastructure 
(for example, supersonic wind-tunnels, high-alti- 
tude chambers, torture rigs and fatigue tanks) that 
aena plane makers will shortly have at their dis- 
posal, and the way looks clear indeed for their 
takeoff. 





No retreat 


ETHER on the ground or in the air, Japa- 

nese engineers are flexing their muscles, try- 

ing out their wings. They have watched the acrobat- 

ics of others and have taken the lessons to heart. But 

not blindly so. Always, they have added something 

extra—a kind of widening of purpose that is (dare 
one say it) uniquely Japanese. 

Within their chosen fields, the technological ad- 

vantage enjoyed by the likes of Hitachi, Fujitsu, 

Matsushita, Mitsubishi, Toshiba or NEC comes from 


three special ingredients that westerners frequently 
dismiss or overlook. 

€ Speed is paramount. Japanese companies rarely 
spend time doing detailed market-research studies 
to get a feel for what extra features might help a new 
product to sell well. Far better, they argue, to rush 
even half-baked ideas into the shops, then listen 
carefully to what the real customers say. Meanwhile, 
have the engineers press on with an improved ver- 
sion so it will be ready for production when sales 
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really take off. And then get on immediately with 
that one's replacement. Japanese engineers are 
never allowed to forget that, in their fiercely com- 
petítive home market, the company that launches a 
clever new gadget has only three-six months before 
half a dozen rivals will come piling in with similar 
products. All see themselves in a perpetual race to 
get new products out of the door ahead of the com- 
petition —especially those who lost out the previous 
time. 

€ Teamwork is the second, and closely related, fac- 
tor. Japanese engineers have been criticised for be- 
ing too narrow in their range of skills. Western com- 
panies with subsidiaries in Japan complain that 





three Japanese engineers are often needed to do the 


job of one engineer back home. But that is to misuse 
them. They are trained that way so they may dove- 
tail together into assault teams for hurling into the 
product-development race. Pooling. their know- 
how, they deliver working prototypes that are prac- 
tically ready for production. Western R&D depart- 
ments are notorious for handing over bug-ridden 
unmakeable designs for their manufacturing col- 
leagues to sort out. 

€ Confidence is the third factor enriching Japa- 
nese technology. Japanese engineers have no room 
in their minds for failure. Setbacks, maybe; such 
things happen to the best of teams. And projects are 
swiftly shelved if they look like never being able to 
deliver the goods at the appropriate unit cost. But 
once a team is given the go-ahead, the company will 
back it unhesitatingly to the end—thanks, in large 
part, to the personal interest that board-members 
take in each and every project. Japanese engineers 
thus proceed with the confidence that, though the 
problems may be daunting today, a solution will ap- 
pear tomorrow or the day after. 


Take the CD (compact disc) player, devised by . 


Philips and perfected by Sony. No sooner had the 
first clumsy machines hit the shops in 1983 than 
Sony (to be followed smartly by Matsushita) was 
bombarding the market with portable versions. The 
pocket-sized players had all sorts of problems, the 
worst being their heavy battery drain. They could 
not run for longer than 30 minutes—less than it 
took to play one CD record. Crazy? 

Don't you believe it. "All concerned knew that 
Akihabara—Tokyo's huge consumer-electronics 
shopping district—would eat the production and 
begin to create a market," recalls Mr Roger Allen, 
managing director of BSR (Japan) Ltd, and a 15-year 
veteran of selling British consumer electronics to 
Japanese firms for resale as their own. Though the 
technologies simply did not exist at the time, Sony's 
engineers had total confidence that all the necessary 
components—low-power versions of the special 
microchips, laser heads and motors—would be 
available by the time demand for portable cp play- 
ers began in earnest. Within 14 months, the im- 
provements had been made and the battery life shot 
up to over four hours. Pocket-sized CD machines 
promptly became one of Japan's hottest items. 

High-definition television is yet another exam- 
ple. For years the original idea developed by NHK, 
Japan's national broadcasting corporation, looked 
no more than a laboratory curiosity—complicated, 
cumbersome and prohibitively expensive. The rest 
of the broadcasting world came to pay its respects, 


THE ECONOMIST DECEMBER 2 1989 


peered at HDTV's big, crisp picture, made polité re- 









marks and went back to its endless discussions 
about standards. Should it be compatible with exist- 
ing TVs? Should it also work with cable television? 
How many picture lines on the screen? How many 
picture frames a second? 

No such hesitation in Japan. Local manufactur- 
ers seized upon HDTV and started driving it as hard 
as they could towards the marketplace. In each of 
the rival firms, project teams were handed problem 
areas to concentrate on. Ás a result, the decoder 
needed to unscramble the heavily squeezed picture 
signal is down this year to the size of a shoebox; next 
year Matsushita, Toshiba and NEC will have shrunk 
it to a handful of microchips. "Japanese manufac- 
turers know that by moving fast, identifying critical 
areas and bringing R&D and production processes 
to bear," says Mr Allen, "their version of HDTV will 
probably become the standard worldwide." Even if 
it does not, by the time the foreigners stop haggling, 
Japan will have been busy making HDTV sets for four 
or five years—and will have all the components and 
know-how to start churning out models that are 
perfectly able to meet the American and European 
standards as well. 





Samurai spirit 

Confronted with problems like portable cps’ 30- 
minute playing time or the lack of decoder chips for 
HDTV, American or European engineers would 
probably throw up their hands and go back to the 
drawing board. Japanese engineers, by contrast, 
simply ignore the obstacles and press on. Fanciful 
maybe, but ít seems as if technology in Japan is 
moved by much of the same spirit as bushido, the 
warrior code that allowed for nothing but attack; 
where to retreat or surtender meant unmentionable 
shame. Certainly, Japanese companies at the fore- 
front of innovation do behave rather like a brigade 
of sword-wielding samurai. 

But the ever-thrusting samurai approach has 
served its purpose. Japanese manufacturers now 
face trickier problems, which are not amenable to 
such simple single-mindedness. The samurai ap- 
proach worked brilliantly when short, ferocious as- 


















































































saults on problems were called for. It is e 
wrong for the long, foot-slogging campaign—like 
landing aman on the moon or putting a supersonic 
airliner into service. Recent history offers some re- 
minders. The Imperial Army advanced effortlessly 
for the first eight months of the Pacific war, over- 
running meagre garrisons along a chain of South- 
East Asian countries. But it was stopped short by 
the first big obstacle (Vandegrift’s marines at Gua- 
dalcanal) and was then rolled back remorselessly 
from one Pacific island to another—in confusion, 
bloodshed and great heroic tragedy. At times, the 
samurai spirit has served the Japanese disastrously. 

Now nationalism has entered technology as 
well, The Japanese themselves have been the worst 
offenders. The technology agreement signed by 
President Carter and Japan’s prime minister, Mr 
Ohira, in 1980.was supposed to throw open the gov- 
ernment arid university laboratories of each country 
to researchers from the other. So far, only a few 
hundred Americans have gained access to Japanese 
labs, but several thousand Japanese researchers 
have been admitted to American centres of R&D. 
No fewer than 400 Japanese scientists work in the 
National Institutes of Health alone. 

Likewise, the bilateral agreement on the trans- 
fer of military and dual-use technology from Japan 
to the United States has come effectively to noth- 
ing. The reason, says Senator John D. Rockefeller, 
“is because of considerable resistance on the part of 
Japanese industry and some parts of the govern- 
ment bureaucracy." lt is hardly surprising that 
Americans should feel a twinge of protectiveness 
about such exotic know-how as the source code for 
the Fsx fighter. 

The samurai approach to technology presents 
other problems. It leaves little room for curiosity, 
frivolity and tinkering—behaviour that seems to be 
the real mother of invention. And now that Japa- 
nese companies have assumed 
the mantle of leadership in nu- 
merous technical fields, they 
will have to be more original 
and inventive in their thinking. 
Painstaking innovation will not 
suffice. The Japanese know this, 
and the cry for greater creativity 
has gone out. But old habits— 
especially profitable old hab- 
its—linger on. When R&D di- 
rectors in Japan talk about do- 
ing more "basic research", they 
still lust after new products. 
Thus one electronics firm, NEC, 
views its work on a minuscule 
nematode species (a worm-like 
organism with only 1,000 or so 
cells) as basic science. Yet all the 
fundamental mapping of the 
nematode’s cells was charted 
years ago (at the Medical Re- 
search Council’s labs in Britain) 
and is now an established part 
of the scientific literature. To be 
creative, scholars say, ideas 
must be not just valued by soci- 
ety, but wholly original to man- 
kind. The NEC work, in truth, is 
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That may be good for Japanese industry in the 
short term. But where will all of Japan's new innova- 
tions come from when the world’s freely exchanged 
discoveries, inventions and fundamental break- 
throughs begin to dry up? The Japanese Ministry of 
Education says it is deeply worried about such 
things. But its support for academic research is mea- 
gre—and getting more so. Over the past 25 years 
the amount of money the private sector in Japan has 
handed its own R&D departments annually has risen 
from ¥14m per person to ¥20m (at 1980 prices). 
Meanwhile, Japanese universities—the most likely 
place for genuine basic research to blossom—have 
seen their annual research money drop from ¥10m 
to ¥8m per person. | 


Instant obsolescence 


Will Japanese technology change? It had better. The 
competition is growing fierce—from the rest of Asia 


even more than from a resurgent Europe or United | .. 


States. South Korean companies, in particular, have 
been winkling out all sorts of industrial secrets from 
the technological leaders in Japan. Once they relied 
on the "Friday Night Special" to fly Japanese engi- 
neers to Seoul for a weekend of moonlighting for 
hard cash. Now they have gone a stage further, 
opening design offices in Tokyo on the doorsteps of 
Japan's more avaricious engineers. 

The torrent of new products gushing from Ja- 
pan is taking its toll as well. The quality of Japanese 
goods is slipping badly. Too much of the engineer- 
ing talent is being directed at squeezing more of the 
material cost out of new products or finding 
cheaper ways of sticking them together (shades of 
America in the 1960s). For 13 years your correspon- 
dent has been kept reasonably punctual by three 
successive electronic watches made by Casio. Each 
one has been half as thick, half the weight and half 
the price as its predecessor—and lasted only half as 
long. With product cycles now down to six months 
in some instances, too many Japanese manufactur- 
ers are losing the technological interest—even the 
skill—in building reliability into their goods. The 
throw-away age has arrived in Japan, with a ven- 
geance. On top of all this, the brightest of Japan's 
young technocrats no longer want to work in manu- 
facturing. They are taking their brand-new engi- 
neering degrees and heading for better-paying bro- 
kerage firms. 

It all sounds so familiar. Could it be that the 
harsh and homogeneous nature of Japanese life is 
fragmenting; that the thrusting, single-minded will 
to win (the samurai spirit, if you like) is giving way to 
a gentler, kinder, more caring Japan? Certainly, all 
the old Japanese values are being questioned, And 
changes are affecting attitudes about loyalty, leisure, 
consumerism, individualism, feminism. These are 
early days, but Japanese society looks as if it could be 
on the verge of becoming as free and open and ques- 
tioning as life in the United States: Should it be- 
come so, then creative Japanese scholars would be 
winning their share of Nobel prizes in the decades 
to come, just as Americans do today. And Japanese 
technologists might once again begin to take your 
breath away. 

д a 
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We have an edge 
in Japan 





Jardine Fleming established the Tokyo office in 1971, which 

today employs over 200 people. In 1986 we became a full member 
p of the Tokyo Stock Exchange 

We are now the largest foreign investment advisory company In 
Japan in terms of funds under management, with 6 resident 
experienced fund managers 

We are proud to be the corporate advisers to a selection of 
Japan's foremost corporations, and leading underwriters in Euro 
issues for Japanese companies 

In short, we can provide the groundwork, the teamwork and the 
network. Contact Brian Matthews and profit from the Jardine Fleming edge 


Jardine Fleming 


The leading edge in Asia. 


Jardine Fleming Tokyo Office: Yamato Seimei Building, 2nd-Floor. 1-7 Uchisaiwal-Cho 1-Chome, 
Telephone: (03)5970545 Telex: J28173 JFTKY Рах 14 
Jardine Fleming Holdings Limited, 46th Floor, Jardine House, Hong Копа. РО. Вох 7 
Telex: 75608 FLEDG Fax: 5-845 5 8 





Tel: 5-843£ 








HONG KONG * TOKYO * TAIPEI • BANGKOK * SEOUL * MANILA * KUALA LUMPUR * JAKARTA 
SYDNEY * MELBOURNE * WELLINGTON 


MING н APPROVE + 


YOUR NEW BASE FOR WORLD MARKETS 


Dubai's Jebel Ali Free Zone has now made it easy = No personal income taxes 
for international companies to set up trading and 
industrial bases in the Middle East. 


Corporations such as Black & Decker, Caltex, 

McDermott, Mitsubishi Motors, Shell, Sony and п Unlimited cheap energy 

Union Carbide have already taken advantage of these With superb facilities including an extensive 

exciting trade freedoms and benefits unique to Jebel Ali infrastructure, state-of-the-art communications, 

Just look at these advantages. accommodation, hotels, hospitals, security and every 
: modern amenity, this 100 sq. km business opportunity 

m= 100% foreign ownership 


is your new frontier for world markets 
m Unlimited transfer of profit and capital 


а No corporate taxes for a minimum of 15 years To find out about these freedoms contact: 


Jebel Ali Free 


Zone Authority 
THE PRIDE OF DUBAI 


Marketing Dent No 08. PO Вох 3258 Dubai Tel 084-5657A. Telex: 47398 PALILA FM Fax: 0184-56093 


ш No import duties/export taxes 
п No sponsorship restrictions 
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Hammered, one way or another 


Our fourth schools brief looks at local government, where ten 
years’ worth of changes have created a new kind of council 


OCAL government has been 
hammered during the years 
of Margaret Thatcher’s premier- 
ship. Into the ground, say critics. 
Into shape, her friends reply. 
Both are right. After some years 
spent stamping on local govern- 
ment as they found it in 1979, 
the Tories, especially since the 
1987 election, have begun a radi- 
cal reshaping of what remains. 
«The changes affect its structure, 
ance and, above all, its role. 
oma ae result—unless a Labour vic- 
tory overturns it—will be a sys- 
tem where local policies and 
overall spending are set largely 
by central government; the citi- 
zen is heard more as customer 
than voter; and local councils, 
instead of providing services, in- 
creasingly act as enablers and 
regulators of services provided 
by others and often charged to 
users on near-market terms. 
The Tories in 1979 inherited: 
1. A two-tier structure of local 
government created in their pre- 
vious administration in 1972-74. 
In most areas, the main powers 
were held by the upper tier; 47 
county councils in England and 
Wales, nine regional councils in 


Scotland. These ran key services . 


like education, transport, local 
toads, personal social services 
“and (in theory) the police. Be- 


ww low, but not subject to them, 


came 386 district councils, 
which, notably, took local plan- 
ning decisions, owned council 
houses and cleared rubbish. 
Seven English conurbations, in- 
cluding London, had “metropol- 
itan" councils; but here the 
lower tier was king (save that in 
12  innerLondon boroughs 
schools were run by ILEA, a spe- 
cial body drawn from both tiers). 
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Though almost all councils were 
contested by the political parties, 
many of them (particularly dis- 
trict councils) were effectively 
one-party states, where alterna- 
tion of political control was rare. 

Local councils answered more 
(police) or less (schools) to cen- 
tral government in London, Car- 
diff or Edinburgh (Northern Ire- 
land is not covered in this brief). 
But both sides knew and usually 
kept their place. 

2. Within its allotted scope, a 
council's role was clear and un- 
disputed: normally, given a job 
to do, the council itself did it. Its 
own employees ran bus services, 
cleaned streets, mowed parks, 
taught in schools, built and 
maintained houses. 

3. The financial system was 
already creaking. Some 3096 of 
councils' current spending came 
from an ancient, unloved but 
easily administered local prop- 
erty tax, "the rates". These hit 
both householders and busi- 
nesses, at a rate of X "pence in 
the pound" applied to a "rate- 
able value" (notional annual 
rent) of £Y. Councils set their 
own rate level, and also various 
charges, mainly council rents, 
that met a further. 10-1596 of 
spending. The rest—over 5096, 
and well over that in Scotland 
and Wales—came in grants from 
central government, which also 
made large loans for capital 
spending. 

The incoming Conservatives' 
starting point was inherited from 
the Callaghan government: a 
need (and, for the Tories a de- 
sire) to curb public spending, of 
which councils accounted for a 
quarter. Labour had cajoled; the 
Tories shoved, the harder be- 





cause they met party resistance, 
and had a party aim. All Labour 
councils disliked cutting services; 
and, as recession deepened from 
1980, a few tried to run a Keynes- 
ian policy of their own. So the 
centre turned its financial 
screws: it cut grants, tightened 
capital controls, took powers to 
force up council rents. A few La- 
bour councils replied with huge 
rate rises. More tightening led, in 
1983, to a bill empowering the 
centre to "cap" the rate rises of 
high-spending councils. 

Even Tory councils resented 
this meddling. Central-local war 
broke out. Labour, routed in the 
1983 general election, saw the 
town halls as its last bastion (see 
box on next page). The govern- 
ment decided—the party aim 
was clear, indeed later admit- 
ted—to blast them. 

All seven upper-tier metropol- 
itan councils were Labour-run; 
some, including the Greater 
London council, were famously 
left-wing and defiant. In late 
1983 the government—claim- 
ing, correctly, that they had little 
to do but spent plenty doing it.— 
announced plans to abolish the 
lot. Some powers would go up to 
Whitehall; some down to the 
lower tier, or to joint boards of 
lower-tier councils. 

Labour won the resultant pro- 
paganda battle, but could not 
win in Parliament. So part of the 
structure was thus dismantled. 
The change was minor, yet war 
Was now on. 


Cutting back the councils 


That transfer of power from lo- 
cal councils—upward to minis- 
ters, sideways to their nominees 
or to business acting on its own 
behalf, downward to consum- 
ers—was to mark the (far 
greater) Conservative changes to 
the role and finance of local 
government. 

Critics say that this transfer of 
power was the very purpose of 
change. Not so, says the govern- 
ment: the aim has been to inject 
market forces into local govern- 
ment, and thus to secure value- 
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cils’ power; ifi it ete «ot 
ing some power up te Witte 
that, in ministers’ views 
necessary to get the eran 
carried through. 

Of these rival interpre: 
the changes to fina 
little of market force 
centralisation. The 
Thatcher government 
tively modest plans 
cal businessmen got 
consulted on rate levels, 
concentrated on enforcing: 
tral restraint of local spe 

Successive tunings of. 
grant system raised the cash 
alties for spending beyond 
Whitehall thought was: 
sary. Ratecapping remove 
councils’ freedom to dose 
As council house sales an 
funds, rules on capitals 
were tightened. An Аш 
mission was set up to ov 
"district auditors" who vet 
council's books; it grew ini 
overseer of spending's etf 
Less happily, in 1985.86 
left councils, Liverpoolan 
beth, saw most of their 
councillors unseated afte 
tors ruled they had been: 
negligent in setting a rates 

The aim was to curb 
ministers called "the loon 
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ways unrealistic) Tr 
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spending; (b) free business, 
which paid about half of all rates, 
rom the impact of anything but 
inflation; (c) tax all adults, not 
iust ratepaying householders. 
Poll tax (the "community 
ge") replaced household 
tes in Scotland in 1989, and 
will be levied elsewhere from 
990. Each adult pays а tax, 
qual for all in a given district (so 
€. poor are worst hit, though 
some: can get compensating 
nefits, much as poor house- 
10145 used to get rate rebates). 
Rates on business survive, but 
е no longer set locally, except 
| Scotland; in England and 
parately) Wales, a national 
n-domestic rate is set cen- 
-with rises no greater than 
veral inflation—and distrib- 
to councils according to 
pulation..A new central grant 
partly based on population, 
y on the area's needs. 

So if a council opts to spend 
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grants in advance and 
ted to variations in coun- 





must all pay £1 more poll tax. 
This was billed as making local 
government accountable". But 
to whom? About 7596 of council 
cash will now come from the cen- 
tre. So £1 extra spent indeed 
means £l more from poll tax; 
but 1% extra spent means a 3% 
rise in poll tax. Hence a high 
"gearing" both makes councils 
more accountable to the centre, 
and (another Tory aim) increases 
the electoral charm of spending 
less. Just to make sure, the poll 
tax too can be "capped." 


Enablers, not providers 


Even the financial changes pale 
beside the Tories’ reshaping of 
the role of local government. 
When fully operational, the 
plans envisage that where possi- 
ble, the market will supply the 
citizen directly. Where not, the 
local council will decide what is 
needed and oversee results, but 
the market, not council employ- 
ees, will do the work. Central 
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ots of locals, lots of lefts 


though it is usual to think that “local government” means 
those things done by “local authorities", this is not al- 

he case. The multi-purpose British local council is only 
пе of the ways that government services are delivered locally. 

me of the great Whitehall departments, like those of social 
urity and employment, have substantial regional networks 
elivering a kind of “localised central government". The Na- 
tional Health Service is managed by regional and district 
health authorities, on which some local councillors sit (though 
ле government has plans to remove them). Until privatisa- 
ion, the local utility boards were another form of “local gov- 


‘Fashions change. Until the National Health Service was in- 
oduced, many local councils had their own hospitals. Now 
w think that health should come under local councils. In the 
980s, however, a significant section of the Labour party 
nought that economic policy was the business of local govern- 
ent: a view with devastating results. 

or central government assumed that any council that 
anted to run its own policy of economic development was by 
efinition controlled by the “loony left." Since some of the 
onomically-active councils were metropolitan councils, this 
ve the govérnment a pretext to abolish those councils and 
e Greater London Council (otc). 
n fact, there was never any homogeneity among the left in 
80% local government. On the one hand were the out-and- 
ut Trotskyists, of at least two varieties (in Liverpool and some 
outh London boroughs): Then there was Britain's own 
rainbow coalition" of blacks, women, Irish, cyclists, civil lib- 
ertarians and anyone else who could be persuaded to come on 
board in the otc. If it sounds silly now, note that it gave Mar- 
garet Thatcher's second government more trouble than the 
Labour party in the House of Commons ever did. Third, there 
were the technocratic, Fabian socialists of an almost pre-war 
kind (Sheffield, Tyneside). The various municipal socialists 
had little in common; the third, technocratic, kind are still А 


















































£50,000 extra, its 50,000 voters — 









































power will grow here too; but the 
drive is genuinely towards mar- 
ket and consumer power. 

€ The first, giant step was in 
housing: the 1980 law that gave 
council tenants the right to buy 
their homes. Around 1m, a fifth 
of the nation's stock, have been 
sold. At the same time council 
building was cut. Since the mid- 
1980s, social housing has instead 
been increasingly entrusted to 
housing associations (HAs), 
mainly financed by central gov- 
ernment, yet nominally private 
and offering a real choice. 

In 1988, a further law gave ap- 
proved private-sector landlords 
such as HAs the right (if tenants 
agreed) to buy council houses, 
blocks or entire estates. A few 
councils transferred most or all 
of their stock to friendly Has 
staffed by ex-employees. Council 
rents have been forced up to the 
levels that would be set by mar- 
ket; councils cannot subsidise 
rents from the general rate fund. 
€ Another field was that of ur- 
ban regeneration. In 1981 "ur- 
ban development corporations” 
were set up for London's decay- 
ing docklands and Merseyside. 
In 1987-88 eight more were cre- 
ated in other cities. These upcs 
are centrally financed, and their 
boards centrally appointed. 
They can act as local planning 
authorities. The early UDCs were 
fiercely opposed by councils who 
had lost power to them, but most 
have chosen to work with the re- 
cent UDCs. Even the bravest La- 
bour councils no longer believe 
that they themselves could foster 
economic rebirth. 
€ In education—their costliest 
single | service—councils have 
lost control of local polytechnics. 
Now schools are to get their own 
budgets, and a right to opt out of 
council control, drawing on cen- 
tral funds instead. The centre is 
also. getting companies to spon- 
sor "city technology colleges", 
Compulsory competitive ten- 
dering is changing the entire cli- 
mate of council services. A 1980 








law forced councils to seek 
tenders for building and road 
works, and to earn 596 on capital 
from their own workforces. In 
1985 bus deregulation put pri- 
vate buses on the streets, and re- 
quired council buses to act com- 
mercially. A 1988 law brought 
compulsory tendering to s 
more services (like catering at 
street-cleaning) and provided fui 
its extension to others. 

So far, not much work has 
gone outside. But the change in- 
side councils and their work- 
forces, facing the choice “сот- 
pete or close" has been 
dramatic. Hard-left councillors 
talk of "value for money”, offi- 
cials of “customers” апа 
“profit”. Work practices have 
tightened, manning has fallen. 


A new kind of council 


What have been the results of 
the change? Note, first, one 
thing that central government 
did not do. Insofar as the prob- 
lems of local government were 
the result of politically-moti- 
vated spendthrifts, they could 
have been solved by changing 
the method of election to local 
councils. Councils where on 
party cannot be sure of a major- 
ity are less likely to be “loony” or 
to spend money like water. 
Having rejected the argu- 
ments for electoral reform, the 
government has introduced a 
system with some difficulties. 
Central control has grown. Poll 
tax is regressive (and hard to col- 
lect). Social housing is shrinking, 
even as rents rise. Councils find 
it hard to plan for their duties 
when housing, schools or ser- 
vices may be snatched from 
them. Yet despite it all, à new 
kind of "enabling" council is be- 
ing born, uneasily, into a mud- 
dled world. Whether it will pro- 
vide services better than the old 
kind, whether ways can be found 
to hold the new councils to ac- 
count for their actions are ques- 
tions that remain unanswered, 
ж 
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Under siege 
Margaret Thatcher fended 


tire after the next election by 
saying she is not averse to be- 
ing Britain’s longest-serving 
prime minister. To beat Liver- 
pool she needs to stay until 
January 1994; to beat Pitt, 
June 1998; to beat Walpole, 
March 2000. Sir Anthony 
Meyer is the only Tory mp 
standing against her this year. 


Sterling slipped below 
DM2.80. John Major refused 
to comment, and did not re- 
peat his usual commitment to 
a "firm" pound. To transla- 
tors of chancellor-speak, this 
meant that the government 
will in the future be less intent 
on shoring up the value of 
sterling whatever the cost to 
the domestic economy. 





The Confederation of British 
Industry's monthly survey 
found more companies with 
order books below normal 
than at any time since 1986, 
More gloom for each of the 
next two years: the CBI fore- 
casts growth rates of 1.496 and 
1.896. 


An International Monetary 
Fund team arrived to conduct 
a review of Britain's economy. 
The review is entirely “гоц 
tine", said the Treasury. 





Britain's foreign-tourist earn- 
ings are rising, but its citizens' 
spending on their own foreign 
holidays is rising much faster. 


off speculation that she will re- | 





BRITAIN THIS WEEK 





Taking a lead from its Hungar- 
ian and Italian comrades, the 
Communist Party of Great 
Britain debated whether to 
change its name. Its guru Mar- 
tin Jacques proclaimed "the 
end of the Communist system 
as we have known it". The 
Farewell Party? 


Old prejudices 


Sixth-form students should 
learn basic skills like 
numeracy, information tech- 
nology and foreign languages, 
said John MacGregor, the 
education secretary. His boss, 
Mrs Thatcher, insists that the 
highly specialised A-level exam 
must stay. So two educational 
quangos have been given the 
unenviable job of grafting ba- 
sic skills onto A-levels. 


Plans for a theme park and 
film studio, creating 20,000 
jobs on the Rainham Marshes 
in Essex, were announced by 
the entertainment group MCA. 
That was a boost to advocates 
of a train line from the Chan- 
nel tunnel to east London via 
Rainham, who still hope to 
persuade the government to 
kill BR's plans to build the line 
to King’s Cross. 


Lady Mosley, 79-year-old _ 
widow of British fascist Sir Os- 


' wald, was the guest on the 
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BBC's Desert Island Discs in- 
terview programme. Leading 
figures in the Jewish commu- 
nity, whose opposition had led 
to the programme's postpone- 
ment three times, expressed 
outrage. Lady Mosley insisted 
her husband "didn't know a 
Jew from a Gentile”. 


Spot the villain 


The sale of the Rover Group 
looked increasingly like a 
dodgy second-hand motor 
deal—in reverse. It was sold to 
British Aerospace at a price 
that "fell significantly short of 
the real value of the com- 
pany,” said the National Au- 
dit Office. In other words, the 
taxpayers who had paid £3.55 
billion to keep Rover afloat 
since 1975 got ripped off. 


After eight bitter years, the 
board of the Savoy Hotel and 
predators Trusthouse Forte 
shook hands at last. The feud 
between Sir Hugh Wontner, 
former Savoy chairman, and 
Lord Forte was one of the 
City's longest-running soaps. 
Now the bread rolls have 
stopped flying, the Savoy may 
try to become a better busi- 
ness and a better hotel. 


MPs on the home affairs select 
committee recommended a 
change in the law that would 
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glers to help catch big 
traffickers. 


Reputations 


Count Tolstoy, historian 
sued for libel by Lord — 
Aldington, for blaming the 
peer for the repatriation 6 
thousands of Cossacks and 
Yugoslavs in 1945, heard tf 
judge question in his sum 
ming-up whether he was. 
anced historian or a fai 
His fellow defendant, 


accusing the judge of 
centre in Britain to: 


cars to the style-coris 
ropeans that look differ 
from the ones designed 
pan and the United State 


Britain's national-newspay 
editors published their 
code of practice: less sni 
ing; less bribing; less st 
at minorities; some righ 
ply; and all howlers to be 
kerrected. Breakfast will 
be the same again. 


Picasso must be going ou 
fashion, Mr Morishita th 
splashed out on a £4.6m 
net for Christmas. 


























“Tate & Lyle has now emerged as a world leader in sweeteners and 
starches. Strong progress was achieved in all four major sectors: 
North American sugar, North American cereal sweeteners and starches, 


European sugar and European cereal sweeteners and starches.” 
Neil Shaw Chairman & Chief Executive 








m Turnover up 61% 
m Profits up 67% 
m EPS up 30% 
@ Dividends up 22% 
W Successful Amstar acquisition 

B Minority interest in Redpath acquired 
THE YEAR IN BRIEF 1989 1988 
Turnover £3,360m £2,088m 


Profit before tax £200.4m £120.1m 
Attributable’profit £113.1m — £70.2m 
Basic earnings 


| per share 31.6p 24.3p 
- Dividends per share 9.0p 7.4p 
Dividend cover 3.5 times 3.3 times 





Preliminary announcement of results for the 52 weeks 
ended 30th September 1989. 


Copies of the Annual Report for the period ended 
30th September 1989 will be posted to shareholders 
shortly and will be available from 

NJ Nightingale, Secretary, Tate & Lyle PLC, 

Sugar Quay, Lower Thames Street, London EC3R 6DQ. 
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Nightmare in the high street 


The pain that retailers are suffering is not just the result of a downturn in 
demand, nor is it necessarily evidence of impending recession. Bad man- 
agement and demography are also to blame 


HRISTMAS is coming, and shopkeep- 

ers are getting thin. Some are on the 
danger list. Less than a year and a half after 
Lowndes bought Harris Queensway, the fur- 
niture group is looking for its second re- 
financing package in three months. It lost 
£17m in the first half of this year. Others are 
merely unwell. Within the past month, 
Storehouse, Next and Sears have reported 
half-year profits down, respectively, by 63%, 
50% and 13%. 

The shopkeepers and builders usually 
lead the country into a recession. Both are 
doing noticeably badly now; but the nasty 
.. figures coming out of retailing should not be 
. used as tea-leaves. Some of the pain which 
retailers are feeling is self-inflicted, and 
much of it is peculiar to the sector. 

Shopkeepers are partly justified in blam- 
ing the economy. Demand turned. down 
sharply in the second quarter of this year, 














from a high that made them think it was 
Christmas all year. Real consumer spending 
in 1987 and 1988 rose by 796 a year—the 
fastest rate since the second world war—and 
retail spending rose even faster. This year 
consumer spending looks like growing at 
496; and according to forecasts by both the 
Treasury and the London Business School, 
it could slouch along at 196 next year. 

So far, the slow-down is less vicious than 
it was in 1980-81, when consumer spending 
shrank in real terms. As unemployment rose 
(it may yet do so again), retailers who de- 
pended on poorer people—mail order com- 
panies, for instance—had the toughest tíme. 
Up to now it has been richer people—mort- 
gage-holders—who have suffered, so the 
downturn in demand is hurting a different 
kind of retailer. 

Large household goods are doing worst. 
Furniture and carpet sales, which grew by 
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1496 in nominal terms in 1988, are redi 
to 296 nominal growth so far this years: 
trical goods are down from 1196 to 2%, Bae 
fared less badly in 1980-81. Other be 
nesses are suffering as the middle class 
down on its luxuries. Holidays, restaur 
and postponable purchases like cloth 
shoes have turned down. 

Yet the fall in demand does not exg 
the pattern of pain. As Mr John Smi 
analyst with uss Phillips & Drew рой 
shops got into trouble before the e 
did, with Storehouse and Next in th 
guard. In 1985-86 retailers’ profits 
growing faster than those of industria 
panies; thereafter, although sales ve 
went on increasing, profit growth fell 
that of industry (see chart on next page 

Solid, sensible retail companies are | 
in: nobody wants to hear about the vision: 
ies, the conceptualisers who stirred the m: 
ket's imagination not so long ago. Nich 
tailers, who promoted the impulse buy, | 
got hurt expanding too fast in Britain: 
trying to sell their formula to unin 
Americans. Tie Rack, 85 times overs 
scribed on its flotation in 1987, madea 
in the first half of this year. Sock Sh 
shares reached a high of 325p in 1988 
are now languishing at 91p. 

Bad management pushed costs 
Chains overexpanded: Dixons, an elec 
retailer, bought Currys in a fir of e 













































FT-Actuaries : 
industrial sector o” 
profits. 
























is now plunged deep in gloom. That 
shed retail rents up faster than average 
mercial rents. A shop-keeper facing a 
yearly rent review this year will probably 
it rise 85-90%. And these days, retailers 
€ more vulnerable to rents: many compa- 
financed expansions by selling premises 
ind leasing them back. Stick-in-the-muds 
ike Marks and Spencer, which still prefers 
о own its shops, are looking more 
ortable. 
The shortage of teenagers is pushing 
up, too. Shops are used to a steady sup- 
'of malleable school-leavers to do the bor- 
jobs they offer. While some imaginative 
iployers are turning to pensioners, many 
hing up wages for the young instead. 


Earlier this year, some supermarkets in- 


creased the rates they offer teenagers by 
4096. 

The Americanisation of British shop- 
ping is also hitting high streets, though not 
retail as a whole. Massive out-of-town malls, 
which five years ago had 5-6% of the mar- 
ket, now take around 1596. Analysts expect 
that to grow to around 2596 over the next 
five years. If the environment secretary, Mr 
Chris Patten, does not carry out his threat 
to check that growth, it must mean more 
trouble in town centres. 

Investors are still prepared to put money 
into retailing, as the packages arranged for 
the management buyout of the furniture 
store Magnet in July and for the refinancing 
of Lowndes Queensway three months ago 
suggest. But the continuing problems at 
Queensway will only confirm City fears that 
the High Street squeeze is tightening. 

Not only is demand expected to be 
much lower; costs will rise still further. The 
introduction of the uniform business rate 
will hit the south-east (where most of the ex- 
pansion has taken place) and retailing dis- 
proportionately. Retailers' rates bills will, on 
average, rise by 25% next year. Storehouse, 
whose rates bill this year is £35m, will be 
paying another £9m next year. For retailers, 
the 1990s will open not with a bang but a 
groan. 












redit-card yarns 


"NVITING readers to let us know their 
views on credit-card companies (as we 
lid on October 28th) was a bit like ask- 
ing. a pub-full of anglers for news of the 
ines that got away. We have had more 
than 70 letters so far, two thirds of them 
elling of close encounters of the credit- 
rd kind. Our thanks to all those who 
Xthered to write. 
Our October article described the 
frustration of an habitually punctual 
credit-card customer who had recently 
found that cheques posted in good time 
to settle his bill—albeit not with as many 
days' grace as the card company stipu- 
lated—were somehow not arriving in his 
account until it was too late to avoid in- 
terest-charges for late payment. It was 
not suggested that processing delays had 
been deliberate. 
Almost all our correspondents said 
they had had similar problems with one 
stedit-card company or another. A 
ozen letters cast the blame more widely, 
usually on poor postal services. (One en- 
closed an offending envelope from a card 
company, dated November 32nd.) An 
equal number wrote with helpful tips on 
how best to beat the late payment prob- 



































lem: send off a post-dated cheque at the 
first opportunity, advised most, though 
one correspondent urged payment by 
registered delivery mail ("after the credit- 
card companies have had to sign for a 
couple of hundred thousand envelopes, 
they may consider it in their best inter- 
ests to smarten up their act"). 

Of the remaining letters, a handful 
praised the courtesy of the credit-card 
companies while accepting that acci- 
dents happen. But more than 40 set out 
examples of late-payment-charges in 
painstaking detail. The common trait 
shared by all was their exasperation at 
the anonymity of electronic clearing sys- 
tems and the sense of impotence against 
systems that—for whatever reason— 
have caused offence. 

Most of our indignant correspon- 
dents had already ditched the offending 
card and moved to another. But one had 
a further experiment he was keen to pur- 
sue: a covert action to pop franked enve- 
lopes through the card companies’ letter- 
boxes at dawn on payment-day and then 
lie in wait with The Economist for any 
subsequent interest charge. Good hunt- 
ing, Mr Bond. 
























































































Sterling 


Wheeee 


EN Mr Nigel Lawson resigned => 
chancellor of the exchequer on Oct 
ber 26th, many people said that sterling 
would collapse. Subsequent events bring 
one of Peter Cook's old sketches to mind. 
He sits atop a mountain, surrounded by fol- 
lowers, counting down the seconds before 
the end of the world. The appointed time 
comes and goes. Nothing happens. The dis- 
ciples await his explanation. "Well, it's not 
quite the conflagration I was banking оп.” 

A 6% fall in sterling on October 27th 
would have qualified as a decent blaze. In 
fact, a decline of that size has taken just over 
a month. Instead of jumping from windows, 
currency traders are therefore calmly at their 
terminals (selling sterling). So far as the cur- 
rency and the economy are concerned, the 
effect is much the same. 

Despite Mr Lawson's earlier promises to 
defend sterling and his willingness to keep 
pushing interest rates up, the pound had al- 
ready fallen by 896 in trade-weighted terms 
between the beginning of this year and hi 
departure. That, and the further 5% trade 
weighted fall which has happened since, will 
be a continuing source of inflationary pres- 
sure as the economy slows:down next year. 
A cheaper pound makes imports more ex- 
pensive. This raises prices both directly and, 
by fuelling higher wage settlements, indi- 
rectly. (The Treasury's rule of thumb is that 
a fall of 496 in the trade-weighted exchange 
rate raises prices by 196.) 

Remember, too, that sterling has been 
in the doldrums in recent days despite last 
week's better-than-expected (though still 
bad) trade figures: a current-account deficit 
of £1.5 billion in October. There are sure to 
be nasty as well as nice trade surprises to 
come before the external deficit starts to 
narrow convincingly. Further conflagra- 
tions therefore cannot be ruled out. 

This week Mr John Major, the not-so- 
new chancellor, seemed to signal the change 
in policy that the City suspected had already 
happened anyway: an orderly decline in ster- 
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ling will not be resisted with further rises in 
interest rates. Speaking in the Commons de- 
bate on the Queen’s Speech, Mr Major 
would not comment in detail on the 
ei s fall of the past month, and he con- 

the customary references 
i the need to keep the pound firm. It is 
through hints, refusals to comment, and 
non-denials that a government which used 
to stress the credibility of its policies now ex- 
plains itself to the financial markets. 

The real er eni that the de 
ing wage-round may not just on the 
present fact of high inflation, but also on the 
likelihood of a further fall in the pound. As 
a result, employers might be more willing to 
grant bigger awards than otherwise. This 
does not make it impossible to get inflation 
down. Tight monetary policy and slowing 
demand can still succeed at that. The trou- 


immersion, said Owl to Winnie the 
Pooh, the important thing is to keep the 
head above water. Sound advice and not 
just for bears. Anyone unfortunate 
enough to fall into the river Thames is 

| now advised by notices along its banks to 
| take stringent precautions against poten- 
tially fatal infections. 


Mrs Thatcher has called the Thames 


| N THE case of sudden and temporary 


the “cleanest metropolitan estuary in the 
world”. Granted, the river—which pro- 
| vides three-quarters of London's drinking 
| water—is much cleaner than it was, 
| largely thanks to a crackdown on the 
kinds of effluent allowed into it. Chemi- 
| curtains no longer hang in Par- 
| liament, as they did in Disraeli’s day, to 
keep out the stench. Salmon have re- 
turned, even in the tideway stretch run- 
ning through London. 

But environmental groups say the 
salmon are PR fish served on a silver plat- 
ter, They dismiss the improvements as 
| cosmetic, and claim that much waste is 
| still being poured into the river. Current 

pollution control is inadequate. 

The protector of the Thames's envi- 
ronmental standards is the National Riv- 
ers Authority (NRA), which has the job of 
monitoring what gets dumped into all the 
rivers of England and Wales. And one tar- 

| getfor the NRA's scrutiny is Thames Wa- 

| ter (rw), one of the ten authorities which 
are scheduled to start new lives as com- 

| mercial companies on December 12th and 

| a main corporate user of its namesake 
river. 

Where the NRA takes exception to any 
of TW's activities, it will be for the water 

company to respond with better anti-pol- 
lution safi . The new director-gen- 
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ble is that the cost іп lost output and jobs is 
likely to be far larger than it would be if 
workers and employers knew the govern- 
ment was standing fast on sterling. 

But will a cheaper pound at least help to 
narrow the trade deficit? Not necessarily. It 
will to the extent that the continuing depre- 
ciation makes British exports more competi- 
tive—but if the devaluation leads to higher 
wages, this benefit will be eroded. In any 
case, measured against the standard of pur- 
chasing-power parity (the exchange rate that 
would equalise prices in different countries), 
sterling is already undervalued against the 
currencies of its trading partners. In other 
words, if British companies are "uncompeti- 
tive" at present exchange rates, the problem 
lies not mainly in their prices—and the an- 
swer not mainly in the exchange rate. 





For ever blowing bubbles 


eral of water services, Mr Ian Byatt, will 
then decide how much of the resulting ex- 
tra costs can be passed on to TW's custom- 
ers—and how much, if any, will have to be 
shouldered by Tw’s new shareholders. So 
anyone contemplating applying for shares 
in the flotation of Tw, which will close on 
December 6th, ought to have as close an 
interest as the green lobbies in the health 





of the river. 

Attacks by the green lobby on the ef- 
fectiveness of current pollution control 
on the Thames have largely centred on 
TW's methods, most particularly its use of 
so-called bubbler-barges. When a heavy 
storm hits London and the rain overflows 
TW's drains, the surplus gets washed into 
the with it huge 
amounts of dirt from the capital’s streets. 
Preventing this is particularly difficult be- 
cause of its unpredictability. Overnight, 
such flash floods can boost pollution and 
deplete oxygen levels. 

Enter the bubbler-barge. Wherever 
TW's computer-readings warn that oxygen 
levels may be down to fish-threatening 
levels, the company despatches one of a 
unique pair of vessels: a prototype built in 
1980 or a new one completed late in 1988. 
The Mark II version is 50 metres long and 
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Hear what Major isn’t saying 





can pump 2,000 litres of freshly aerate 
water a second, or 30 tons of oxygen in ; 
hours. At £3.5m, Tw hails the bubbler 
“reasonable cost-flexible alternative to 
pollution in the tideway". In plain Eng- 
lish, it may not be perfect but it is cheap p 
and does the job. М 
But does it? Environmental lobbie: 
like Friends of the Earth and Greenpeace 
raise two objections: 
@ There is too little margin for things te 
go wrong. If the bubblers were put out of 
action and a storm washed everyt 
into the Thames, the results (they йт 
could be disastrous. Mr Paul pridie, A 
Greenpeace toxicologist, estimates 
could take just a few weeks without the 
bubbler for the river to return to its Vic 1 
torian filth. Far-fetched? In 1986 1.5m f | 
died after a storm coincided with a spell in 
the dry dock for the old bubbler. 
€ More fundamentally, greens say that 
blowing bubbles at fish is only a palliative 
for pollution. More bubbles only make it 
possible for the beleaguered fish to put i 
with more pollution. That is no recipe for 
a cleaner river. 1 
The green lobbyists would like to see - 
Tw obliged to spend more, for example, 
on the effluent from its sewage operations: 
60 of its 400 treatment works were found. 
to have broken the law by dischz zing 
sub-standard effluent in 1988-89. TW si 
it stands ready to spend whatever the NR A 
thinks desirable and points out that e 
already committed to capital spendi 
plans worth a total of £3.8 billion over the 
next ten years under the terms of the cu 
rent privatisation. Will dare be 
willing to let it spend more? Perhaps, as 
privatisation gives preference to TW's 
tomers, they will be more willing to pay ny 
for a cleaner Thames than would be p 
ple who live farther from the river's 
grubby banks. 
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sport entrepreneurs 
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oking for Mr Brunel 


The government wants the private sector to build new roads and railways. 


But where are the entrepreneurs? Engineers might pick up where they left 


off a century ago 


FSAMBARD KINGDOM BRUNEL, pic- 

_ tured famously with a cigar in his mouth 
and mud on his trousers, probably spent 
more time talking to parliamentary commit- 
tees than designing railways. Many of the 
great civil engineering projects of the nine- 
teenth century were run by engineers who 
also had to be designers, managers and en- 
repreneurs all at the same time. For most of 
is century, in contrast, civil engineers 
acted as technical advisers to govern- 

nents, which have commissioned projects 
cording to their social and economic costs 
and benefits. 

- The government is now trying to turn 
back the clock—urging the private sector to 
pursue ideas for new transport projects. The 
private sector is at best muddled, at worst 
dismissive about the prospect. Part of the 
problem is that there is no Great Western 
Railway Company straining to build and 
tun a railway line; neither does today’s engi- 
neering industry produce Brunels. Modern 
engineering consultants are technicians as 
different from nineteenth-century entrepre- 
neurs as a cameraman is from a film- 
producer. 

` The few initiatives so far have mostly 
been taken by building contractors and 
anks. They are interested primarily in the 
üilding and financing of a road or railway. 
are not interested in running trans- 
ort businesses, and do not want the reve- 
ue risks associated with them. 





























False start 

[he drawbacks of builder-initiatives have 
become clear in the only risky transport in- 
cture project so far being built pri- 
ly—the Channel tunnel, The ten Brit- 
and French contractors behind the 
inal bid for the concession were primar- 
ily interested in participating in the world's 
est building project. Though they then 
up a separate company, Eurotunnel, as 
owner-operator, they produced a building 
contract that would have made any truly in- 
dependent owner blanch. 

` The contract specified a ceiling on the 
amount that the builders would have to con- 
tribute to cost over-runs on tunnelling. The 
'contractors have already hit it. Now, argu- 
ents over why Eurotunnel should pay for 
ver-runs on equipment and terminals seem 
rovide more work for lawyers than engi- 
neers. So Eurotunnel is struggling to renego- 
 tiate terms. 

— Mr Colin Stannard, a former chief exec- 
utive of the Channel Tunnel Group, be- 
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lieves that the "builder-driven" formula, on 
which many private-infrastructure projects 
are being conceived, should be reordered. 
Ownership, he believes, should be the start- 
ing-point. An independent owner-company 
interested in the whole project should first 
establish itself, assess the project's viability, 
lay down the broad design and then invite 
tenders. Such a company might have elic- 
ited a more realistic assessment of the Chan- 
nel tunnel's costs before work began. 

Engineers, who grasp the feasibility of a 
big project better than anybody else, might 
be best suited to run these ownership com- 
panies. But most British consulting engi- 
neers have neither the inclination nor the 
capital to become entrepreneurs. They have 
folk memories of the nineteenth-century di- 
sasters produced by engineers who were 
wedded to particular projects. The collapse 
of the Tay Bridge in 1879, caused by bad de- 
sign, helped to push engineering towards be- 
coming an independent profession. Today's 
civil engineers are wary of becoming design- 
ers-at-risk rather than consultants. 

Mr Stannard claims that an en- 
gineer involved in a company that 
owned a project would be kept on 
his toes by his responsibility to 
the shareholders. Engineers who 
cling to riskless consultancy are 
likely to lose business to more en- 
trepreneurial foreign competi- 
tors—like America’s Bechtel— 
who stand ready to undertake 
entire projects without exter- 
nal stakeholders. 

There are signs of 
change in Britain. Mr 
Stannard has persuaded 
the biggest British engineer- 
ing consultant, Ove Arup, to 
establish a unit to propose and 
help set up infrastructure 
projects. It is working on one 
of the two proposed fast rail- 
way lines from London to the 
Channel tunnel via Stratford, 
east London which could yet 
be chosen as an alternative to 
the official British Rail route 
from King's Cross. 

Others in the transport 
business might also initiate 
projects. One possibility is trans- 
port consultants. With no inter- 
est in construction or design 
contracts, they would not 
be affected by the main 
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objection to engineers. 

Mr David Starkie, a transport econo- 
mist who runs Putnam, Hayes & Bartlett, a 
consultancy, is trying to implement an inter- 
esting idea for a new road: a two-lane, nine- 
mile route through a congested urban area, 
with tolls specifically designed to keep de- 
mand down to about half normal capacity to 
guarantee low-stress, fast driving. 

This novel venture, which relies on 
maintaining the value of a product by limit- 
ing demand, could probably only have been 
thought of by an economist. But Mr Starkie 
has had to risk his company’s own money 
on researching the scheme, and therefore re- 
lies on it being relatively small-scale. It will 
be difficult to get backing from financiers to 
work up such proposals if the government 
goes ahead with its plan to forbid the effec- 
tive patenting of an idea for a road. 


Entrepreneurially thinking 


If the government simply tells civil eng 
neers, consultants and others to think up 
transport schemes like ordinary new busi- 
ness ventures, the response will be limited. 
This is partly because there are no private 
operators around who are used to running 
large-scale transport projects, but also be- 
cause risks and uncertainties often appear 
unacceptably high in relation to potential 
profits. Thus roadbuilders have no idea how 
many people would pay tolls to drive on 
some motorways when other ones are 
free. And bidders for the Channel tunnel 
rail link found it hard to cope with shift- 
ing rules and rumours about how much 
subsidy they might get and what condi- 
tions would be set by British Rail. 
If, on the other hand, the govern- 
ment tries to eliminate all risk, build- 
ing contractors will treat projects 
as if they were still in the public 
sector. Thus Trafalgar House 
was delighted to get the cor 
tract to build and run th. 
second Thames crossing at 
Dartford, because the gov- 
ernment is allowing it to col- 
lect tolls for the first one, too, 
and will let it continue running 
these monopoly crossings until 
it makes a profit. 
So when the transport de- 
partment shortly finalises the 
rules for private road schemes, it 
should look for a system that allows 
a steady revenue without thus guar- 
anteeing profitability. “Shadow” 
tolls—fees paid by government to 
road-owners pegged to traffic but 
not charged to motorists—would be 
a good compromise. Once new en- 
trepreneurs have established them- 
selves in the roads business, they 
might be encouraged to take on some- 
thing more risky. 
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Оп апа on... and оп? 


НЕ may sound her old self, but some of 
Margaret. Thatcher’s closest col- 
leagues believe her confidence has been 
knocked sideways by the events of the 


: past six months. Before her tenth anniver- _ 


¿sary in Downing Street, on May 4th, she 
` decided to play the occasion down. It 
|. would be merely a signpost flashing past 
as her premiership thundered on. Then, it 
‘seemed silly to set any date to bow out. 
“She was full of ideas and brimming with 
vim. Nothing seemed impossible. 
Since then there have been the 
botched reshuffle of ministers in July, the 
deteriorating economy, poor polls and the 
Lawson resignation—all confirming a bad 
case of mid-term "flu. At some point in the 
autumn, her friends say, she decided to 
"fight the next election and then exit be- 
fore a fourth mid-term trough. In the win- 
ter of 1995-96, say jesters, the Queen 
Mother (Privatisation) Bill may be run- 
ning into difficulties in the House of 
Lords; Tory members of Parliament may 
be revolting over the EC directive making 
Walloon the official language of White- 
hall. But these will be Prime Minister Ma- 
jor’s problems. The lady will have gone. 
This was the timing suggested by Mrs 
Thatcher in her interview with the Sun- 
day Correspondent when she said that af- 
ter the next election it would be “time for 
someone else to carry the torch". Her ad- 
visers told her this made her seem a lame 
old duck. So she floated the idea to The 
Times that "by popular acclaim" she 
might fight beyond a fifth election. This, 
in turn, sounded too arrogant. So she 
eventually hit on the more modest-sound- 
ing formula used in an interview on the 
BBC's Panorama programme: that she 
would carry on for as long as the voters 
and her party wished her to. Right third 
time! But senior ministers believe that the 
original plan, for a glorious exit in 1993- 
94, remains the real one. 
Nobody, least of all Sir Anthony 
Meyer, the lone candidate to oppose her 
‘in the leadership election on December 
5th, expects him to unseat Mrs Thatcher. 
But her enemies hope it will damage her 
badly enough to persuade her to abandon 
even the "modest" formula and leave 
next year, instead. Champions of alterna- 
tive leaders like Mr Michael Heseltine 
know that 1990 will be a rough year for 
the Tories and see much advantage in Mrs 
Thatcher taking the blame for it, then go- 
ing in the autumn—leaving the next lead- 
er to take the pre-election credit as the 
economy starts to pick up. The Meyer 
challenge would look in retrospect like 
| “one more stage in Mrs Thatcher’s decline. 
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Hence the ferocious, demeaning cam- 
paign of vilification directed against Sir 
Anthony. Almost too late, Downing 
Street realised that the spectacle of the 
Tory elephant roaring in furious panic at 
the dissident mouse was doing the prime 
minister’s cause no good at all. Further, 
there were signs of a backlash among fair- 
minded backbenchers. “I loathe all this 
bloody thuggery and bullying,” one con- 
fided. "Meyer is a true Tory. He was at 
home in the party of Macmillan and 
Heath. I’m beginning to admire his cour- 
age.” Sensibly, the dogs of war were called 
to heel. Sir Anthony (Eton and New Col- 


All eyes on Cranley Onslow 


lege, Oxford) was offered a cup of ‘jolly 
nice" tea by the chief whip, Mr Tim Ren- 
ton, (Eton and Magdalen College, Ox- 
ford). Order was restored. 

So how seriously should anybody take 
the number of votes for Sir Anthony and 
the abstentions? Combined figures from 
45 to more than 100 are bandied about. 
Anti-Thatcherites try to depress expecta- 
tions to urge on the waverers. The loyal- 
ists try to inflate the possible number of 
malcontents, to claim a more crushing vic- 
tory later. Nobody can be trusted; nobody 
really knows. So, when the result is an- 
nounced, the battle over its interpretation 
may be fiercer than the contest itself. 

In fact, it is possible to be a little more 
scientific. One minister says outsiders al- 
ways underestimate the pain of being 
sacked from the government, and that 
many ex-ministers might use the chance 
to pay off a grudge. Not counting the pla- 
toons of former parliamentary private sec- 
retaries, there are 43 former secretaries of 












state, ministers and under-secretaries. tlis- 
missed by Mrs Thatcher who are now on 
the backbenches. Comb through rhe 10 
of Tory MPs, and another 20 or so invete 
ate anti Thatcherites appear. | 

Some ex-ministers, though, will te 
main fiercely loyal despite their fall: pe 
haps only 20 or so of the 43 will бла! 
abstain. Add another five to take ассош 
of wives snubbed at garden parties and 
hoped-for honours never proffered. 

In all, then, 45 Tory MPs could reasot 
ably be expected to abstain or vote again: 
her. Who are they? Both Mr Renton and 
Mr Cranley Onslow, the chairman of th 
Tory backbench 1922 Committee, wha 
running the contest, are doubtless we 
aware of the names. But since they ar 
busy assuring everyone this is truly a sé 
cret and free election, neither they nor 
anyone else will ever know for sure. 

Still, the more abstentions and prev 
Meyer votes above 45, the more it will be. 
clear that dissatisfaction with Mrs 
Thatcher has spread to Mr Average Core 
servative, MP. Anything less means that 
even people with a personal grudge are. 
ready to carry on supporting her. Beware 
of higher bench-marks. 

It would take a non-Thatcherite vot 
of more than 100 really to threaten th 
prime minister's position in the sho 
term. If that happened, all eves would b 
on Mr Onslow, the slightly chilly form 
secret-service agent who would be oblige 
to go to Mrs Thatcher and advise her to 
moderate her image, or her policies, or go. 
But he is unlikely to need a licence to kill. 


Field sports 


NOTHER fascinating internal patty 
contest also takes place on Decem- 
ber Sth. Mr Frank Field, the bright nonc 
conformist Labour МР for Birkenhead, 
faces leftist constituency activists who 
want to de-select him. lf they succeed, he: 
will resign his seat and force a by-election. 
He expects to stand against the newly cho 
sen Labour man as an independent La- 
bour candidate. He may win. 

This would be acutely embarrassiti 
for the new model Labour Party. But just 
suppose Mr Neil Kinnock, Labour's lead 
er, imposed Mr Field as the official Labou 
candidate? Since Mr Field has been 
backbench thorn in the flesh of his party: 
hierarchy from time to time, that would 
be a generous act. Bur it would be a wise 
one, too. All parties need their mavericks. 
The day the Westminster parties have no 
room in their hearts for the likes of Sir 
Anthony Meyer and Mr Field will be a 
bad one for dernocracy. 
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All of these securities having been sold, псеп pears as a matter of record only. 


November, 1989 


4,600,000 Shares 
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3,350,000 Shares 
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1,250,000 Shares 


The above shares are being offered outside the United States and Canada by the undersigned. 
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Beta Capital, S.V., S.A. 
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.M Rothschild & Sons Swiss Bank Corporation S.G. Warburg. Securities. 
i imite: nvestment Banking 
UBS Phillips & Drew Securities Limited Yamaichi International (Europe) 
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Aros Fondkommission AB Daishin Securities Co, Ltd. 






Herrhausen 





Deutsche Bank's chairman, 
Alfred Herrhausen, was 
murdered by terrorists. One of 
the world's most celebrated 
bankers, he gave Deutsche, 
West Germany's biggest finan- 
cial institution, a major role in 
global banking. 


Side 
agreed $1.5 billion bid for 
Morgan Grenfell, a British 
merchant bank. Morgan had 
been independent for 151 
years. John Craven, Morgan's 
chief executive, will become 
the first foreign member of 
Deutsche's board. 


Making moves 


Australian Mutual Provi- 
dent gained control of Pearl 
Group with a bid that values 
the British insurer at $1.9 bil- 
lion. AMP will now control 496 
of the British life-assurance 
market. 


Compagnie Financiére de 
Suez, a pushy French finan- 
cial services company, bought 
2396 of Baltica, a Danish in- 
surer in a deal worth $967m. 


The American government 
gave permission to 
SmithKline Beecham, an 
Anglo-American Pati cet 
cal firm, to start selling 
Eminase. Sales of the drug, 
which promises to reduce 
heart attacks, may reach 
$250m a year. 


After five months of legal 

squabbles, Sea Containers, a 
Bermuda-registered transport 
company, won approval from 


BUSINESS THIS WEEK 


the island's supreme court for 
a defensive tender offer for its 
own shares. Sea Containers is 
fighting a $1 billion bid from 
Tiphook, a British container 
company, and Stena, a Swed- 
ish ferry operator. 


Catching up 


After four years of fighting in- 
ternational capitalism, Peru 
agreed to resume repaying its 
debts to the IMF and to accept 
an anti-inflationary economic 
programme. Peru owes the 
Fund 


EC ministers agreed to pledge 
$12 billion of aid to 66 poor 
countries—the biggest aid 
package yet. 


Ruled by markets 





Jittery stock investors, who ac- 
count for close to one-third of 
the electorate in Taiwan, can- 
not make up their mind about 
Saturday's election. A record 
547-point loss on the Taipei 
market's index on November 
28th was wiped out by a 
record 590-point rise. Voters 
are worried about the pros- 
pect of a share-trading tax. 


Canada's biggest broker, 
RBC Dominion Securities, 
announced plans to cut 100 of 
its 2,500 staff. It blamed the 
slump in share trading. 


Daiwa Securities admitted to 
Japan's Ministry of Finance 
that it had first covered $40m 
of trading losses incurred by 
corporate clients in the period 
1975-80 and then hidden the 


losses by selling the shares to 
an unlisted subsidiary. 





OPEC raised its overall pro- 
duction ceiling from 20.5m to 
22m barrels of oil per day 
(b/d). The idea is to deal with 
an expected price slump, but 
the cartel is currently pumping 
out 23m b/d. OPEC also re- 
vised its quota system to give 
more power to the Middle 
Eastern producers which have 
the biggest reserves. 


Roll over Karl Marx 


Tobolsk Petrochemical Com- 
pany agreed to build a $2 bil- 
lion plant in Western Siberia 
with a foreign consortium led 
by America's Combustion 
Engineering. The project is 
Russia's biggest joint venture. 





Russia also agreed a deal with 
Fiat to build a $1.4 billion fac- 
tory to make 300,000 cars a 
year. The Italian carmaker has 
similar plants in Poland and 
Yugoslavia. Next potential 
deal: a joint venture with Fi- 
at's subsidiary Ferrari? 


Hungarians can apply for 
American Express cards fol- 
lowing an agreement between 
the American financial-ser- 
vices company and Ibusz, 
Hungary's biggest travel com- 
pany. The Amex Not-so-Red 
card, perhaps? 















People 


Stephen Walls was ap- i 
pointed chairman of Wiggin: 
Teape Appleton, a new com- 
pany formed from the pulp- 
and-paper interests of embat- 
tled B.A.T Industries. Mr Walls 
resigned as managing director 
of Plessey after it was taken 
over by another British elec- 
tronics company, GEC. 


Two directors of Ferranti, Sir - 
David Checketts and Mr 6 1 
seph Zilligen, resigned. Both 
were former board directors of 
International Signal & Con- 
trol, the British defence-elec- — 
tronics company’s troubled 
American subsidiary. 


It's only rock ’n’ roll 







Worldwide sales of audio 
equipment jumped 19% last 
year to $20.3 billion. The big- 
gest markets were America — 
($6.3 billion), Japan ($3 bil- 
lion) and Britain ($2 billion). — 
The next question on the 
turntable: how long will the _ 
single survive? 


Disney announced plans to 

start an “adult” record busi- 
ness, tentatively called Holly- 
wood Records. 


They are human 


Japan's five biggest commer- _ 
cial banks announced a 2% 
fall in net profits to ¥422 bil 
lion ($2.9 billion) for the first - 
six months of 1989. The fall 
was the first since 1981, when — 

Japanese banks started to re- | 
port interim figures. | 
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SR 


Half year 1989 results 


Profits again grew strongly 
All businesses performed well 


328 


234 





12.1 
80 $A cents 
$A million 
1987 1988 1989 1987 1988 1989 1987 1988 1989 
Half year ended 30 September 
Profit after tax Earnings per share Dividends per share 





CSR Limited, a leading Australian public company with over 100,000 shareholders, is a 

large international building and construction materials group supplying cement, 

quarrying and concrete products, asphalt, bricks and roof tiles, plasterboard, insulation 
products, softwood timber, particleboard and laminates. CSR is also Australia's largest 

manufacturer of raw and refined sugar, and has very competitive investments in bauxite, 

alumina and aluminium. і 


CSR is continuing to develop its extensive building and construction materials businesses 
in Australia, North America, and Europe. 


amme mn mes ma A n amam ceme e mme mt moment i ii i et ati hi mas днн, emi nl ink eons ° oman 


Further details on CSR’s results and growth prospects will be in the half-yearly results summary to 
be released on 22 December, 1989. For a copy please complete and return this coupon to: 
Manager Investor Relations, CSR Limited, GPO Box 483, Sydney, Australia 2001. 
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On a clear day you can still 


see General Motors 


DETROIT 


The 1990s will be General Motors’ toughest decade. Is the world’s biggest 


manufacturer heading for break-up or 


OON after General Motors’s chairman, 
Mr Roger Smith, drives the first car off 
the assembly line of his company’s Saturn 
plant in Spring Hill, Tennessee next sum- 
mer, he will ride off into a comfortable re- 
tirement. The company he leaves behind 
faces a bleaker future. 
During his nine-year reign at the top of 
the world’s biggest carmaker, Mr Smith has 
з= spent billions of dollars and overseen huge 
reorganisations to little avail. Crippled by a 
sclerotic bureaucracy, GM watched help- 
lessly as its share of the all-important Ameri- 
can car market tumbled from 46% in 1980 
to barely 35% this year. Now Japanese car- 
makers are set to boost their production in 
America just as GM cuts back still further, If 
the once-mighty GM can not find a way to 
reverse its slide, the next decade might be 
the company’s last. By the turn of the cen- 
tury, break-up or bankruptcy (and the inev- 
itable government rescue) could well be the 
fate of a company which was once America’s 
proudest manufacturer. 
Saturn will be the key to GM's survival, 
At first, GM arrogantly dismissed Toyota 
and other Japanese competitors as merely 
makers of little cars that got lucky in an oil 
crisis. When GM belatedly woke up to the 
Japanese challenge, it exhibited the big-com- 
pany knee-jerk reaction: throw truckloads of 
money at the problem. Many of the billions 
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oblivion? 

it spent on robots and other new technology 
have been wasted. Saturn is the attempt of a 
chastened GM to re-invent carmaking from a 
"blank sheet of paper”. Yet if Saturn is a 
success, the immense task of transforming 
the rest of the company’s vast empire stil] 
lies ahead. If Saturn is a flop, GM will face 
naked the remorseless advance of the 
Japanese. 

By the mid-1990s the so-called Japanese 
"transplant" factories in the United States 
and Canada will be making more than 2m 
vehicles a year in addition to the cars the 
Japanese import (now limited to 2.3m vehi- 
Cles). With new-car sales in America set to 
fall below 10m this year, the industry is al- 
ready haunted by overcapacity. Even worse 
for GM, Japanese transplants can build cars 
for an estimated $500-800 cheaper than 
many American-owned plants. Because 
their cars are better designed and marketed, 
the Japanese also frequently avoid offering 
the $1,500 discounts which are destroying 
the profit margins of American competitors. 

Saturn is supposed to close the effi- 
ciency gap, which has resulted in ОМ% 
North American car operations losing an es- 
timated $300m in the third quarter this 
year. Throughout the 1980s, GM has in- 
vested $80 billion modernising its opera- 
tions worldwide (nearly three times its 
present market capitalisation). That spend- 





ing includes some of the $2.5 billie 
EDS to mastermind a group-wide com 
isation drive. GM then spent $700m bu 
back GM shares from Eps's founder M 
Perot as the price of ousting the outs 
critic from GM's board. Another $5.2 
went to buy Hughes Aerospace i 
be-provéd attempt to feed more spa 
technology into carmaking. 
Yet much of the advanced сест 
GM acquired at such high cost h 
rather than improved productivit 
away robots started welding doors 
the new Detroit-Hamtramck Cadillac pla 
Luckily for Ford and Chrysler, рс 
vented them from indulging in the 
orgy of spending on robots. After wr 
ing management changes, some of | 
factories are now achieving near; 
levels of productivity. 
Saturn will use some of the most 
vanced manufacturing technology avai 
but will concentrate on the more © 
use of people. GM had to resort t 
venture with Toyota to learn that p 
what count in manufacturing. Despit 
benefit, the joint-venture factory in Сай 
nia has shown that Gw's fundamental 
nesses remain (see box on next page 
Saturn is to be run as 
pany within GM, free of che sm 
brace of Detroit. But even with 
tages, Saturn's future is nor gu 
because the Japanese are raciti 
ahead. They are opening re 
sign centres in America to become fully 
grated carmakers there. They are als 
ing into the market for luxury 
performance cars. In the 1990s Honda co 
overtake Chrysler as America's third 
gest car company. If that happens, ch 
gest loser will be the American coni 
with the most to lose: GM. 
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Ar Smith remains unruffled. He says a 
f GM's problems have been put right 
that the company is now well posi- 
d. Its spending has gone to build new 
ts or to modernise old ones. But he can- 
ot expect to run the plants at full capacity. 
More probably, as the chart indicates, GM's 
et share has been permanently eroded. 
So more plant closures will be needed. By 
he mid-1990s one in four of its 130,000 
inagers may have lost their jobs. The com- 
' has already cut its worldwide payroll by 
20,000 since 1981 to some 750,000. 
"With sales last year of $110 billion— 
у equivalent to the GDP of Taiwan— 
worldwide production at 8m vehicles, 
twice Toyota's level, GM could keep cut- 
ting back for years as the Japanese expand. 
it continued “down-sizing”’ will inevitably 
oke a crisis, forcing a traumatic over- 
| of the company's baroque corporate 
e, says Mr James Womack, director 
he International Motor Vehicle Pro- 
me—a worldwide five-year car industry 
y being conducted by the Massachusetts 
e of Technology. Ford faced such a 
in the early 1980s and survived. “Ford 
right to the edge and looked over," re- 
Mr Womack. “Ford realised it had to 
tart worrying about how to avoid the abyss 
er than electing the next president." If 
‘moment of truth comes later, rather 
han sooner, it might not survive intact. 
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Sources: ORVMcGraw-Hill, Company report 


Mr Smith's re-organisations have swept 
away some feudal dynasties at GM. But he 
failed to address a deeper, cultural malaise, 
says Ms Maryann Keller, a Wall Street mo- 
tor-industry analyst. In her recent book, 
“Rude Awakening”, Ms Keller says Mr 
Smith found himself hopelessly entangled in 
a complex corporate culture that resisted 
change. He did little to control the power of 
central-office staff over operating divisions 
or the finance staff over the entire company. 
Under Mr Smith, a finance man, GM’s bean 
counters continued to rule. For too long, 





ENERAL MOTORS has learned a 

J lot at New United Motor Manufac- 
turing Inc. (NUMMI), a factory near San 
| Francisco that produced its first car five 
years ago. Operated as a joint venture 
with Toyota—and under Japanese 


it claims to be 50% more effi- 

cient than other American car plants. 
One small snag: Toyota can sell every car 
it makes at NUMMI; GM can not. 

= Thanks to the sweeping management 


anges introduced by Toyota, the 2,800 
-assembly-line workers at NUMMI can put 
together about 60 cars an hour. When 
GM ran the plant before shutting it in 
- 1982, the same number of workers pro- 
‘duced only 43 cars an hour. Even old- 
` fashioned GM managers at the plant give 
credit to Toyota's tutelage. That includes 
such revolutionary concepts as treating 
assembly-line workers like sentient hu- 
man beings and giving them some 
` responsibility over production. 

Unfortunately, GM forgot to sign up 
` for a course in the Japanese art of car de- 

sign and marketing. Poor sales of the 
` NUMMbbuilt Geo Prizm has prompted 
| GM to cut output of the car by 16% even 


while Toyota cannot keep up with de- 
mand for its Corollas produced at the 
same factory. Because of GM’s failure to 
sell its agreed share of the factory's pro- 
duction (initially 50:50 split, but now 
with Toyota taking 6096), NUMMI lost 
$50m last year. It will probably be un- 
profitable this year, too. 

NUMMI has avoided laying off work- 
ers—that is against the venture's princi- 
ples. Instead it has cut costs wherever it 
can. An escalator that broke down in 
1984 remains immobile because, accord- 
ing to a sign posted nearby, the plant's 
managers decided to spend the $120,000 
needed for essential repairs elsewhere. 

Despite its enlightened management, 
some NUMMI employees say GM's poor 
sales are hurting morale. "It would be 
better for us if Toyota were responsible 
for selling the GM product," says Mr 
George Nano, the United Auto Work- 
ers' top official at the factory. That's not 
possible. Under American antitrust law 
only joint production is allowed, not 
joint marketing. 

Things might pick up. Toyota plans 
to build a separate $200m assembly line 
for its own use at the site to produce 
trucks in 1991. Take that as a signal that 
Toyota intends to buy out GM when their 
NUMMI partnership expires in 1996. 
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says Ms Keller, GM has "hidden behind a 
manipulation of the numbers rather than 
facing its problems head on." 

GM points to its record net profit in 
1988 of $4.9 billion, up 3796 from 1987, as 
proof of recovery. But Ms Keller says that 
GM's record year was due more to account- 
ing changes than to the sale of cars. Even if 
GM's profits recover for another year or two, 
she warns, “the victory is bound to be short- 
lived unless change occurs at the very core of 
its corporate culture.” 

If the critics are correct, Mr Smith's suc- 
cessor will have to undertake a wholesale 
reorganisation of GM management to re- 
verse the company's decline. The chances of 
such a reformer emerging are not impossible 
(witness the surprise arrival of Russia's Mr 
Mikhail Gorbachev), but they are slim. 
When the puffs of smoke from the compa- 
ny's Detroit headquarters appear, the final 
choice of the next chairman will largely be 
that of the strong-willed Mr Smith himself. 
An outsider can be ruled out almost en- 
tirely: top management at GM is a closed 
shop. Even those who have joined late in 
their careers have found themselves unable 
to make the final cut. Mr Elmer Johnson, a 
Chicago lawyer, headed back home last year 
after a brief stint as an executive vice presi- 
dent. He harboured ambitions of being the 
reformer who launched ом’ perestroika. 

The next chairman is likely to come 
from among half a dozen loyal, long-term 
GM executives. At the top of everyone’s list 
is 56-year-old Mr Robert Stempel, who be- 
came president a little more than two years 
ago. Mr Stempel is a big, blunt-talking man 
with a strong background in engineer- 
ing—the proverbial "product тап”. 

That makes him an attractive choice. 
GM desperately needs new products. lt 
claims plenty are coming, but the company 
is still struggling to shed its image as a 
builder of mediocre, look-alike cars—at 
least in America. In Europe, where new in- 
vestment has paid off better, a string of suc- 
cesses was reflected in the $2.7 billion which 
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Poland o 


Poland's Solidari 
being wiped out itself 


| 9 FFICIALS from the International 

Î Monetary Fund (ir) have just met 
members of the Polish government to ne- 
gotiate conditions under which the Fund 
will lend Poland close to $700m. The loan 
will almost certainly be granted. Both par- 
ties accept that the government needs to 
cut spending and balance its budget. But 
the IMF would probably like the govern- 
ment to freeze wages for the first few 
months of 1990 and to fix the exchange 
rate of the zloty to the dollar or ecu. That 
may be expecting too much. The Solidar- 
ity government has already launched a 
_ tadical and painful programme of budget 
cuts and price reforms. Much more could 
cause the whole effort to collapse. 

The immediate problem is the result of 
lax fiscal and monetary policy over the 
past year and the freeing of food prices in 
August. In early 1989 the hard-pressed 
communist government raised govern- 
ment pay, reduced profit taxes, increased 
the subsidies for coal and let state enter- 
prises give pay rises above the rate of infla- 
tion. The budget, just in surplus in 1988, 
will fall into deficit this year, to the tune of 
7.5% of GDP—a frightening rate of deteri- 
oration. Moreover, the deficit excludes 
the largest subsidy—enterprises could 
borrow from the government at large neg- 
ative real interest rates. In the first half of 
1989 this subsidy amounted to half of all 
government expenditure. 

The government does not want imme- 
diately to scrap all subsidies and to tighten 
monetary policy. Economists call this ap- 
proach “orthodox” (though it is rarely 
followed). It can succeed without great 
pain only if the announcement of the pro- 
gramme immediately lowers expectations 
of future inflation. This should make 
workers more willing to accept lower wage 
rises, which in turn helps to keep employ- 
ment up when the monetary and fiscal 
squeeze bites. Bolivia was orthodox with a 
vengeance between 1985 and 1986, and 
succeded in cutting inflation from 
12,000% a year to 10%. 

But the Solidarity government, in its 
hopes of crunching inflationary expecta- 
tions, is burdened in a way that a non-so- 
cialist government like Bolivia’s is not. As 
the inheritor of a command economy, it 
employs virtually all Polish workers, who 
for 40 years have not known official un- 
employment. Small wonder, then, that 
Poles find it difficult to believe that the 
government will let whole industries go 


n probation 


r government wa 
within two years. Its toughest prob 


nts to establish a market economy 
lem: to wipe out inflation without 





bust. As a result, they will also doubt its 
determination to get inflation down. 

To make matters worse, in Poland (un- 
like in South America) the most efficient 
firms will go bust first, if any do. Faced 
with a squeeze on demand, businesses in 
market economies can borrow their way 
out of trouble. Banks decide which firms 
survive. It is a flawed discipline, but better 
than the socialist alternative. 

Poland has no capital market. Neither 








do its banks have much clue how to value 
firms. Companies that face any sort of 
competitive pressure must stop paying 
their suppliers or go bust. The knock-on 
effect could ruin comparatively sound 
businesses. Many Polish companies are 
monopolies. These firms—the least efi- 
cient—are more likely to survive simply 
because they can more easily hike their 
prices, thus making inflation worse. 

That is why austerity must go hand-in- 
hand with more basic economic change. 
Happily, the government says monopolies 
will be dismantled and banks will be given 
more powers. The unemployed will re- 
ceive retraining and social insurance. Sub- 
sidies to coal producers will be reduced 
gradually. The exchange rate will be 
brought into line with the black market 
rate by the beginning of January. 

The government accepts that initially 
such measures will cause a “temporary 
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jump in prices". After these first reforms 
have been implemented, it envisages tlie 
elimination of all subsidies, As the chart 
shows, these subsidies account for onè 
third of government spending in 1989; 
Eliminating them would balance the bud: 
get at a single stroke. 

The IMF supports these reforms but 
wants the zloty to be tied to the dollar. o 
the ecu from January 1st, when the Polish 
currency is due to become fully convert ; 
ible, and wages to be frozen. The Fund ar- 
gues that such a freeze will break the bac 
of the inflation spiral and let real wag 
fall, so improving the competitivness С 
Polish industry. Fixing the exchange rate 
is supposed to add to the government's 
anti-inflation credibility. If the zloty care 
not depreciate, dornestic inflation will: 
make exports less competitive. This gives 
the government an additional incentive to. 
keep inflation down, reasons the wary Th 
public should realise this; inflationary 
expectations and demands for higher 
wages should moderate. 

The government is worried about fe 
ing the exchange rate and freezing wages: 
before the effect of ending coal subsidies 
has worked its way through the economy 
(by spring of next year). Coal prices will: 
double or triple in the next few months, 
Shortages of other goods mean that, even 
with a wage freeze, inflation will still rise. 
If the exchange rate is set too high, most: 
of the IMF's loan will be used to defend t 
currency. If it is set too low, there is n 
pressure to keep prices from rising. 

А general freeze on wages would re- 
duce real wages by as much as 50%, butt 
would also prevent movement in relative | 
wages. A doctor's pay now is often less: 
than a manual labourer's. Big adjustment 
in relative wages are necessary to encour 
age workers to move to the most próduc- 
tive parts of the economy. 

For this reason, the government is pro- | 
posing a tax on companies that offer wage 
increases above a set limit; this will inhibit 
wage increases, but allow some flexibility _ 
to remedy the disparities between skilled 





and unskilled. Yet taxing companies that 


raise wages excessively could also lead to 
large-scale bankruptcy. 

For the first time, Polish enterprises 
will pay market prices for raw materials - 
and have to borrow at high rates of inte 
est. Many businesses will not be able 4o 
pay bills to their suppliers. If economi 
failure is widespread, the government wi 
be tempted to prop up industries by éx- 
tending free credit. If the programme does 
fail, outsiders should not be surprised. 
Few countries have ever eliminated: 
hyperinflation at the first attempt. A his 
tory of failure may be needed before peo- 
ple are willing to accept the necessary 
sacrifices. 





















perations added to GM's 
fit last year. Yet the battle for market 
te in Europe is increasing with the for- 
ation. of a single EC market and with com- 
competition from East European ex- 
Ofts. DRI, an economic-forecasting group, 
э thinks that a two-year decline in West 
uropean car sales will start next year. 

OM has tried to give its American cars 
ore flair by reorganising their production 
o. two self-contained -business units: 
k-Oldsmobile-Cadillac and Chevrolet- 
iac-GM Canada. Something much more 
istic is needed. If Mr Smith's Saturn 
ject is not that something, GM could end 
days as a decaying monument to the glory 
ys of American manufacturing. 





European cars 


ovietski Fiat 


OR years Western Europe's carmakers 
ared each other with tales of a wave of 
p Asian imports engulfing their home 
tet. They may have just found а sooth- 
ntidote to that nightmare: manufactur- 

in the low-wage, investment-hungry 
ries of Eastern Europe. On November 
Italy’s Fiat was the first through the 
ng iron curtain when it signed a joint 
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nture with Russia to produce 300,000 
mall cars a year from а new $1.4 billion 
ant at Yelabuga, south-east of Moscow. 
Fiat has benefited not just from 
estroika, but also from its long history of 
naking, in Eastern Europe. lt set up 
Iski Fiat to build and sell cars in Poland as 
g ago as 1921 and in the 1970s it helped 
ssia make its first Ladas.. With a 30% 
ake in the new Russian venture, Fiat has 
e right to sell outside Russia up to one- 
ird of the annual output of the new 
'elabuga plant. 
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Do not expect old bangers. Some East 
European cars may be crude, like the 
smokey East German Trabants; others are 
built from hand-me-down designs and ma- 
chine tools provided by western partners. 
But designs are improving. Russian Ladas, 
Yugoslavian Yugos and Czechoslovakian 
Skodas (now a hot little number on the rally 
circuits) have built up loyal customers in the 
West. The Russian Fiats will be “new and 
original”, promises Mr Cesare Romiti, Fi- 
at's managing director. 

Other European carmakers, including 
Volkswagen, Daimler-Benz and Ford, have 
been considering similar joint ventures to 
produce modern vehicles in Eastern Europe. 
A Ford plan to assemble its Scorpio car at a 
plant in Gorky collapsed because of difficul- 
ties over how Ford would extract its profit. 
Mr Romiti, who reckons the Fiat joint-ven- 
ture will turn a 6% gross profit on sales, may 
have avoided that problem by agreeing to 
take Fiat's cut in exported vehicles. 

Despite Fiat's agreement, the financing 
of joint ventures and repatriation of profits 
remains a big concern of western carmakers 
with ambitions to drive east. Mr Daniel 
Jones, professor of motor industry manage- 
ment at Britain's Cardiff Business School, 
says the emergence of two-way trade in cars 
would ease the problem. 

In time, Mr Jones reckons, some East 
European countries could become "another 

Spain"—that is, a lucrative 
market as well as a low-cost 
(and high-quality) manufactur- 
° а] ing base. Twenty years ago 
Gory Spain had only a modest mo- 
tor industry, but it is now the 
ж fourth largest producer of vehi- 
Toda] ^ cles in Europe with a domestic 
market for more than 1m new 
cars a year. If Poland, Hungary, 
East Germany and Czechoslo- 
vakia were jointly to reach cur- 
rent Spanish levels of demand, 
Mr Jones estimates, their com- 
bined market would increase 
from 700,000 cars a year at 
present to more than 1.7m by 
the turn of the century. 

A lot of things would have 
to change. Would-be carbuyers 
in some East European coun- 
tries now face waiting lists of 
up to eight years. A recent report by The 
Economist Intelligence Unit says that East- 
ern Europe’s demand for cars will exceed 
supply for a least another decade, even if 
current price restrictions and the general 
shortage of goods come to an end. Accord- 
ing to the report, Eastern Europe’s produc- 
tion capacity could double to 4.8m cars by 
2000. But the report also warns that plenty 
of uncertainties remain in the development 
of Eastern Europe's car industry—especially 
because of the region's other problems. 
European and American carmakers are 
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ments.in the East. But if they miss any 
opportunities, their Asian rivals will not. Ja- 
pan's Daihatsu is part of a consortium seek- 
ing to open a car plant in Poland. Suzuki has 
already spent four years discussing a joint 
venture in Hungary. South Korea's Kia also 
wants to set up a plant in Hungary. As Ford 
and Japan's Mazda both have a stake in Kia, 
a Hungarian factory would give all three 
companies the chance to learn about mak- 
ing cars in the eastern block. 





Asian cement 


Pour me a cup 


HONGKONG 


EMENT. Ever onwards and upwards, 
East Asia can never seem to get епощ ™ 
of the stuff. Like medieval salt monopolis 
those who control the region's cement sup- 
plies can make fortunes, but need the right 
political connections to do so... ' 

The latest building boom throughout 
East and South-East Asia has sent demand 
for cement soaring again. A difficulty this 
time is that most of the region's traditional 
cement exporters are now using so much at 
home that exports are drying up. 

The Taiwanese government spent 
NT$124 billion ($4.4 billion) on infrastruc- 
ture projects in the financial year that ended 
in June, helping to turn the country into a 
net importer of cement. South Korea may 
soon become a net importer too; the govern- 
ment forecasts that 2m new houses will have 
been built between 1988 and 1992 and is 
planning to spend 9.6 trillion won ($14.3 
billion) on developing the country’s west 
coast by 2011. 

China stopped exporting cement six 
months ago when its economy showed s 
vere signs of overheating. If it starts expoi. 
ing again now that its economy is stalling, 
then Hongkong is likely to buy most of what 
is on offer, The Hongkong government has 
recently announced plans to spend HK$127 
billion ($16.3 billion) on building a new air- 
port, two more container terminals and 
527,000 flats, 

Nowhere is cement consumption grow- 
ing faster than in Thailand, which is likely to 
be the world’s fastest growing economy this 
year, with GDP forecast to rise by 10%. Con- 
struction will expand by 15%. Demand for 
cement has almost doubled since 1986, to 
15m tonnes this year. It will increase sharply 
over the next three years; when a further 
43,000 hotel róoms will be built and the gov- 
ernment will invest heavily to improve woe- 
fully inadequate infrastructure. 

Thailand's insatiable demand. for ce- 
ment has forced the government to draw up 
plans to import 5.4m tonnes over the next 
two years. The political row this has sparked 
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Remember how you felt : 


when you saw your first rainbow? 





; 
: 
Not quite a miracle. Just the next best thing. ; 


Enchanted. And, even when you found out that it wasn't really magic, but simply the result of 
rather special circumstances, it didn't make the rainbow any less enthralling. 

Now, Eagle Star International has something to capture the most grown-up imaginations. It's 
called the Offshore Rainbow Bond, and it's simple as ABC. It means you can share in the profits of х 
the world's major stock markets yet keep your funds offshore. So if you're working away from ; 
home, or you've retired abroad — or simply want to invest offshore — you can have all the 
offshore advantages you'd like with the security of a major financial services group, established in 
1807, to give you the peace of mind you need. 

It may be that you've already heard of Rainbow Funds — Eagle Star's risk related range of 
managed investments especially designed for UK investors. Since their launch in 1985 Rainbow 
Funds have been outstanding performers in their field. 

Offshore Rainbow Bonds offer exactly the same unique investment opportunities, with Funds 
that span the whole spectrum of individual choice: you decide how adventurous you‘ like your 
money to be, not us. 

But the rewards from Offshore Rainbow Bonds (remember, investment values can go down as 
well as up) are kept safe and sound in a tax-effective environment, free from exchange controls, 
where they can outshine even their UK cousins. 

Seems too good to be true? So, perhaps, did your first rainbow. Find out that this is no flight 
of fancy by filling in the end of 
the rainbow. 
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BP has found 


oil in space. 


Contrary to popular belief, space is not the 
final frontier. 

We’ve been there for years, analysing 
satellite images of the earth’s surface to help us 
find oil. 

One such image takes in thousands of square 
kilometres. Allowing our geologists to single out 
areas of promise, based on the disposition of 
minerals and rock formations. 

Satellite imaging isn’t the only space-age 
technique employed by BP Exploration. 

We’ve developed lasers capable of detecting 
microscopic amounts of oil. Because traces of oil 
seeping to the earth’s surface can betray huge 
deposits underground. 

Whatever the method of exploration, our 
mission is the same, to boldly go where no oil 
company has gone before. 

Finding new energy reserves is just one of the 


things BP is doing today, for all our tomorrows. 
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SOME OF OUR CLIENTS 
MAY LOOK FAMILIAR TO YOU. 





For over 60 years we've been assisting sovereign governments and 
their agencies in everything from financing to privatization. And at 
Salomon Brothers we can make the same level of financial and 
advisory ability available to your company. 

More than that, we can do it wherever you need it done. 

After all, when it comes to international capability, мете literally 
all over the map. 


Salomon Brothers 


says a lot about the cosy environment 
in which cement companies through- 
out the region operate. All markets 
are protected by tariffs, ranging from 
10% in Thailand to 50% in Malaysia. 
Governments set prices for cement 
and often own the big producers. 
politicians, many 
producers are notoriously inefficient. 
Indocement, Indonesia's largest pro- 
ducer, is owned by the Salim and 
Sutanto families, whose patriarch is 
Mr Soedano Salim (better known as 
Mr Liem Sioe Liang), one of Presi- 
dent Suharto's cronies and reputed 
to be the richest overseas Chinese. In 
the early 1980s Mr Liem presided 
over a doubling of Indocement's capacity to 
7.7m tonnes, just in time for another fall in 
the price of oil, which brought the Indone- 
sian economy to its knees. The company 
uld have sunk without a $330m govern- 
nt bail-out. Nevertheless Indocement re- 
cently floated 1096 of its equity on the Ja- 
karta stockmarket, raising $335m and 
increasing the market's capitalisation by 
3096 in one swoop. 

Another cement producer to watch is 
Siam Cement. It accounts for almost two- 
thirds of Thailand's output and, like Indo- 
cement, has excellent political connections. 
Its biggest shareholder is the Crown Prop- 
erty Bureau, the investment office of Thai- 
land's revered royal family. Apart from us- 
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Spread it thinly 


ing its healthy profits—forecast to reach 4.6 
billion baht ($182m) this year—to increase 
cement production by 3.6m tonnes by 1993, 
the bureau wants to turn Siam Cement into 
its industrial-investment vehicle. 

The cement-maker has already 
branched out into other building materials 
and is making engines for Toyota pick-ups 
and television tubes for Mitsubishi Electric. 
Its diversification plans are ambitious. The 
company hopes to start a 3 billion baht joint 
venture with Dow Chemical to produce sty- 
rene monomer. As long as Thailand’s econ- 
omy does not falter, Siam Cement looks set 
to become yet another Asian conglomerate 
whose name the rest of the world will have 
to learn. At least it is easy to spell. 





Japanese tourism 
Holiday dives 


TOKYO 


FTER the beaches of Bali and the ba- 

zaars of Bond Street, where next for 

' e free-spending Japanese pleasure-seeker? 
_ nderwater. 

Two Japanese companies have just been 

launched to operate submarines fitted out 

so that intrepid tourists can go on sub- 





aquatic safari. Coral Marine started operat- 
ing off the southern island of Kagoshima in 
August. Next week, Japan Submarine Tour- 
ism (JST) launches a rival service off the coast 
of Okinawa. More operators are expected to 
take the plunge soon. 

Loosely affiliated with Japan's third larg- 

est airline, Japan Air System, Coral Ma- 

+a rine got into the water faster by im- 

porting a submarine from 
Wartsila Marine Industries of 
Finland. Its 106-ton Coral 
Adventurer can carry 42 pas- 
sengers and a crew of three. It 
is designed to be able to cruise 
at depths down to 150 feet. 
Another member of the Coral 
Marine consortium, Hitachi 
Zosen, a heavy-engineering 
contractor, modified the ves- 
sel in order to meet Japanese 
safety regulations. 

* Japan's leading ship- 
builder, Mitsubishi Heavy In- 
dustries (MHI), built from 
scratch the — similarly-sized 


Moglyn at its Kobe pner for jst. The na- 


val architects at MHI know sométhing about 


building subs. The company delivered the _ 
deep-sea research submersible, Shinkai 6500, — 


which set a new depth record for a manned 
dive (at more than 21,400 feet) in August. . 
MHI's partners in JST include such 
weights as Japan Air Lines and the state- - 
owned Japan Travel Bureau. 

Cramped they may be, but the new _ 
tourist submarines offer more creature com- 
forts inside than old submariners remem- 
ber. Both are air-conditioned and have tele 
vision monitors everywhere, plus a long 
central aisle of plush seating so p 
can gaze out at the fish and coral through 10 
or 11 panoramic portholes on either side of 
the vessel. A running commentary on the 
marine life and scenery outside is supplied 
by a hostess. 

The first two locations for undersea 
cruises in Japan have been chosen for their 
exotic coral formations and the clarity of the 
water. JST's cruise, in the Onnason Marine 
District off western Okinawa, is in water 
that is said to be even clearer than that off 
Guam and Saipan. Kasari Bay in Kagoshima 
prefecture, where Coral Marine has its tour- 
ist submarine, boasts a coral reef as well as 
neither tides, currents nor swells. 

So far, underwater sightseers get only 
the basics—a chance to play scuba diver 
from the safety and comfort of a pressurised 
cabin. Both tourist companies have plans 
for more adventurous cruises. The airlines 
involved would like to see future develop- 
ments take place overseas, preferably close 
to where they own resort hotels. Tourist 
submarines operated by foreign firms have 
already been big attractions in the Carib- 
bean and off Guam. The next generation of 
underwater sight-seeing boats is expected 
have the capability of staying submerged for 
far longer than the 30 minutes or so of the 
present vessels. They will also offer more | 
than just a view with running commentary. 


Drinks, meals and on-board duty-free shop- _ 


ping can not be far away. On cruises of more 
than 20,000 leagues, Captain Nemo will 
play his organ. 


— - 
Nike sports shoes 


Winged victory 


SEATTLE 


| owe many good ideas, Nike's snazzy sports 
shoes had humble beginnings. Mr Wil ^ 
liam Bowerman, a running coach from the 
University of Oregon, laid a piece of rubber 
on a waflle iron and closed the lid. He 
showed the result to Mr Phillip Knight, 
who, three years earlier in 1969, had 
launched a sports-shoe company called Nike 
(it rhymes with Psyche). Gluing the “waffle” 
sole to his fledgling company's shoes made 
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them lighter and more durable. 
` During the 1970s and the first half of 
1980s, Bowerman-soled sports shoes 
ed off shelves by the hundreds of thou- 
sands. Nike established a dominant position 
in the fast-growing market for athletic foot- 
wear, now worth some $3.7 billion a year. 
From $2m in 1972, Nike’s sales leapt to 
9m in 1984. 

` Then Nike tripped. As the 
craze for running and jogging fiz — 
пей, Reebok International, Nike's 2 
m rival, now based in > 
Massachussets, seized on the 




















k's sales passed Nike's in 1986. The 
year Nike laid off 200 employees. In 
8 Reebok sold $1.8 billion-worth of 
es. Nike ran a distant second. 

No longer. The shoe that sprang from a 
le iron is again selling like hot cakes. Ni- 
sales for its financial year ending in June 
rere $1.7 billion, and its sales for the most 
recent quarter topped Reebok's by $100m. 
Nike's share in the biggest niches in the 
market range from 4096 to 7096. The com- 





VERYBODY was up to some- 
{ thing, especially of course those 
|| that were up to nothing,” says a charac- 
‘ter in Noel Coward's “Future Indefi- 
| nite". The master would have approved 
of the latest chapter in the long-running 
|. feud over his favourite London hotel, the 
| Savoy. The two leading characters, the 
| Savoy’s management and Trusthouse 
| Forte (THF), Britain's biggest hotel 
|| group, have just agreed 
to do nothing" for five 


years. 

The story so far has 
|| been the sort of bitchy, 
snobbish and gloriously 
| pointless corporate bat- 
| de in which pre- 
| Thatcherite Britain used 
` to revel. Built up from a 
` snack bar by an Italian 
` immigrant, Lord (previ- 
| ously Charles) Forte, 
` THF has owned 69% of 
|| the Savoy's shares, but 

` only 4296 of the voting 
. rights, ever since a takeover bid in 1981. 
` THF's problem is that it owns only 13% 
_ of the exclusive B shares, which carry a 
|| disproportionate share of votes. 
` "The Savoy's management, led by Sir 
Hugh Wontner and Mr Giles Shepard, 
has done everything possible to maintain 
this strange status quo. Recently, the bat- 





















Here's to mad dogs 
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shoes that cost between $44 and $73 a pair, 
compared to 28% for the industry as a 
whole. Nike’s weakness is in the women’s 
market. Its image is too sweaty. 

Two strides taken in 1987 were crucial 
to its present strategy. First, the company 
unveiled a new line of running shoes. While 
using the same air-cushion system that Nike 
first introduced in 1979, these new shoes 
had cutaway soles that exposed gas- 
filled cushioning bladders. It was a 
stroke of marketing genius, as a buyer 


#4۰ could now see what set Nike shoes 





pany is also doing well selling sports clothes 
and has branched into clothing and foot- 
wear for hiking and water-sports. Mean- 
while, Reebok is seeing sales slide as the 
fickle fashion market switches allegiance. 
Nike got back in front by concentrating 
again on producing high-tech sports shoes. 
While it keeps an eye on fashion—Nike's 
designers draw inspiration from everything 
from cartoons to jet fighters—the company 
is strongest in so-called “performance” foot- 
wear. Some 7096 of Nike's sales come from 
























tle moved to the courts where THF tried 
to cancel a 5.796 block of B shares held by 
an obscure Swiss charity. Throughout 
the spat, the Savoy's snooty manage- 
ment and the non-U management of THF 
have traded insults like fishwives. 

These frolics cost money. The Savoy 
admits spending £1m ($1.6m) on law- 
yers; THF slightly less. On November 
29th they called a five-year truce which 
gives THF two seats on 
the Savoy board in re- 
turn for a promise not to 
buy any more shares. 
The Savoy Group has 
agreed not to dilute 
THF's holding by issuing 
new shares without 
THF's permission. Both 
sides dropped lawsuits 
against the other. 

And at the end of 
five years? There is no 
sign that either side 
wants to yield. If they 
wait long enough, no 
doubt the Fortes will one day gain con- 
trol. But for now the Savoy's manage- 
ment has won the day. After all, as Noel 
Coward nearly put it: 

The stately hotels of England 

How beautiful they stand, 

To prove the upper classes 

Have still the upper hand. 





apart even as they sat on the shop 
shelf. ‘Visible Air” is now found in all 
Nike shoes. Second, Nike introduced 
the cross-trainer, a shoe designed for the 
athlete who dabbled in several activities. 
Once most Americans wore such sports 
shoes. They were called sneakers. But in an 
era of manic specialisation, the cross-trainer 
was an inspired bit of retro-innovation. " 
accounted for $238m of Nike's sales li 


year. 

For its part, Reebok is getting a painful 
dose of what it once dished out to Nike. 
Three-year-old LA Gear has moved into the 
number-three spot by poaching Reebok's 
fashion-minded customers. Its sales could al- 
most double this year from 1988's $223m. 
While LA Gear's strength is selling shoes to 
young women (or those who wish they still 
were), it is also pursuing the men’s market. 
By using Mr Michael Jackson, a singer, to 
endorse its products, it appears to have cor- 
e the androgyny niche of the market as 
well. 

With LA Gear on its heels, Reebok has 
attempted to strike back at Nike. Since last 
year it has touted a shoe with small plastic 
tubes built into the heel. The tubes com- 
press, then expand, with each step. The ef- 
fect is supposed to be like that of a spring. 
While an appealing idea, customers are scep- 
tical. So, it seems, is Reebok: it introduced 
confusing array of four different mid-sc.. 
designs at this year's National Sporting 
Goods Association show in Chicago (the 
Frankfurt book fair of the sports-kit world). 
And Reebok's attempts to shore up sagging 
sales have been undermined by senior man- 
agers quitting, including its president, Mr 
Joseph Labonte, in October. 





Product liability in America 


Damage limitation 


WASHINGTON,DC 


N AMERICA, 1596 of the price of a ma- 

chine tool is accounted for by the manu- 
facturer's product-liability insurance. Ever 
since the insurance industry blamed a string 
of losses in the mid-1980s on excessive prod- 
uct-liability claims and almost doubled its 
rates, American manufacturers have been 
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screaming foul. The Reagan 
administration tried to help, 
but failed in its effort to rewrite 
the relevant law (that of tort). 
The Bush administration is try- 
ing a different tack. It may fare 
better. 

On November 30th Vice 
President Dan Quayle, who is 
in charge of competitiveness, 
endorsed a modified version of 
a Senate bill introduced by 
Senators Bob Kasten and Jack 
Danforth. The bill is modest compared with 
the Reagan proposals, which had called for 
an absolute cap on so-called non-economic 
damages (pain and suffering) and a cap on 
lawyer’s fees. This was so plainly pro-busi- 
ness and anti-consumer that it never stood a 
chance in Congress. The Bush administra- 
tion aims more realistically to make tort law 

‘form in all states and to speed up prod- 
‘liability disputes by keeping them out of 
the courts. 

These goals make sense. A recent report 
from the General Accounting Office (GAO), 
the investigative arm of Congress, con- 
cluded that excessive settlements are not as 
common as legend has it (the woman 
awarded $986,000 for losing her psychic 
powers after a brain scan is an exception, 
not the rule). It also found that appeals and 
other settlements after trial reduce the size 


Europe's farm subsidies 
Milking the sacred 


BRUSSELS 


O ARCANE is the European Communi- 
tys method of shielding its farmers 
against the effects of currency swings, goes 
old joke, that only two Brussels officials 
-derstand fully how the system 
works—and they are not allowed to travel 
together on the same aircraft. If Mr Ray 
MacSharry, the EC’s agricultural commis- 
sioner, has his way, the Community's single- 
market programme will make them both re- 
dundant after 1992. He wants his colleagues 
on the Commission to agree by the end of 
the year a plan for scrapping the system of 
monetary compensatory amounts (MCAs). 
Mr MacSharry's goal looks wildly op- 
timistic. Like the Common Agricultural Pol- 
icy of which they are a part, MCAs have been 
a political sacred cow ever since they were 
introduced 20 years ago. Costing EC taxpay- 
ers about $750m a year, MCAs maintain the 
fiction of common ecu prices for farm prod- 
ucts throughout the Community by ensur- 
ing that, despite any currency realignment 
within the European Monetary System 
(Ems), farmers still receive the same amount 
of money in their domestic currency for any 
exports to another EC country. 
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of the average award by 43%. 
Neither has there been as 
sharp a shift from negligence 
suits to ones of “strict liability” 
(under which the plaintiff need 
only prove that a product was 
defective and caused damage) 
as manufacturers claim. The 
system’s true failings, the re- 
port said, are its high costs and 
delays. With appeals, the aver- 
age case takes three years. 

Mr Wendell Willkie, gen- 
eral counsel of the Commerce Department, 
takes a more gloomy view of the harm done 
by large awards. He points out that their av- 
erage size has multiplied ten times in real 
terms since the 1960s, the cost of insurance 
has risen five-fold in ten years and that, ac- 
cording to one study, 36% of manufacturers 
have stopped making some products be- 
cause of product liability. Punitive awards 
have all but wiped out the manufacture of 
light aircraft in America. Meanwhile, the 
Commerce Department estimates that only 
40 cents from each dollar expended in prod- 
uct-liability suits reaches the victim. 

The centrepiece of the Kasten-Danforth 
bill is an incentive to settle disputes out of 
court. If a plaintiff refuses to abide by the 
decision of a mediator, and then receives an 
award in court more than 10% less than the 
mediator’s award, the plaintiff will have to 


COW 


Without the Mca filter, a West German 
farmer, say, would get fewer marks for his 
ecus—and would therefore suffer a price cut 
for his exports—after an upward revalua- 
tion of the D-mark. Conversely, in the event 
of a devaluation of the franc, a French farm 
exporter would receive 
more francs for his ecus, 
giving him a price rise. 
MCAs annul such windfall 
losses and gains. 

The system works in re- 
verse for trade in the other 
direction, acting as a tax or 
subsidy for importers of 
farm products. Just to make 
things more complicated, 
MCAs for one country can 
vary from product to prod- 
uct. They also have to apply 
to EC members with floating 
currencies where exchange 
rates fluctuate daily against 
the ecu. 

The administration of 
MCAS involves systematic 
controls on all farm goods 
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pay all legal costs. This represents a partial - 
move towards the British system under 
which the loser bears all the legal costs. 
The administration's second main aim - 

is to roll back two of the trends that have 
affected product-liability jurisprudence. The _ 
first is strict liability; the second is so-called 
deep-pocket liability, under which plaintiffs. 
can claim the whole amount of their com- 
pensation even from the companies which 
supplied parts of the finished product. 
The administration will try to sell the re- 
forms in two ways. First, by telling consum- 
ers that settlements will be cheaper and 
quicker to obtain; and second, by telling 
voters that concerns about product liability 
are hampering American competitivenes 
Mr Willkie argues that it is the height of fo 
for America to play on such an uneven field 
just when European countries are | 
harmonising their product-liability laws. In- 
surance rates are already 20 times as high in — 
America as in Europe. 
The most valuable part of the reform 
would be simply to establish uniform laws 
throughout the country. Ar present some | 
states have caps on settlements, others allow 
punitive damages, while others forbid strict. 
liability standards. The median award in 
Missouri is seven times that in South Caro- 
lina. Lawyers are adept at "forum-shop-- 
ping" expeditions to find a generous state in. 
which to sue a company. 
е أ‎ 





crossing EC frontiers. Because 1992 seeks to _ 
abolish internal border controls, the Com- _ 
munity is committed to phasing out the 
whole MCA rigmarole. MCAs resulting from 
the 29 realignments since the EMS was cre- 
ated ten years ago have been dismantled in 
part. The rest are due to go by the end of 
1992, But there is no agreement on what to 
do about any new MCAs created between 
now and 1992. 

Mr MacSharry wants to scrap the MCA 
system altogether from the start of 1993, let- 
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ting farmers face the full brunt of currency 
adjustments like any other businessmen. Al- 
most. He would make allowances for excep- 
tional revaluations and devaluations. If a 
currency went up by 10% say, only half the 
impact would appear immediately. Govern- 
ments would be allowed to use special na- 
tional measures, such as tax allowances, to 
give farmers temporary relief. To soften the 
inflationary effect of windfall profits for 
farmers in countries that devalue by a lot, 
half the impact of the depreciation would be 
held over and fed into the system over a pe- 
riod of two years. 

The most sensible part of Mr Mac- 
Sharry's plan is to unpeg farm prices from 
the D-mark. Because of Germany's opposi- 
tion to price cuts, the EC's 12 member coun- 
tries agreed in 1984 that the "green" ecu in 
which farm prices are set would go up each 
time the D-mark was revalued, and by the 
same amount. However, the unpegging op- 
eration will require a de facto rise in Com- 
munity farm prices everywhere except in 
West Germany. 

The strongest opposition to Mr 
MacSharry's plan comes from West Ger- 
many. It rejects the idea of imposing price 
cuts on its farmers and wants the MCAs kept 
for as long as necessary after 1992. West 


Germany was the country that last used a 
national veto in the EC. It did so in 1985 to 
prevent a minor price cut for its cereal farm- 
ers. If the politicians in Bonn have their way, 
the Commission's two MCAs experts will be 
flying in separate aeroplanes for some time 
to come. 
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Russia's valuables 


Glitterati 


MOSCOW 


OLD fever is sweeping the Soviet 

Union. In flight from the rouble, peo- 
ple are retreating into traditional stores of 
value such as gold, jewellery and even an- 
tiques. The reason is simple: Russians want 
a hedge against inflation. With huge rouble 
deposits that can buy nothing useful in the 
shops, savers are turning to gold and other 
valuables as the only means of defending 
their savings against destruction by price re- 
form. Hardly anyone, it seems, has much 
faith in the economy's prospects. 

Gold sales in the first six months of this 
year were 4596 higher than in the first half of 
1988, according to official statisticians. Ac- 





Mullah fish 


TEHRAN 


By As 

DECADE after the Islamic revolu- 
tion, Iran is re-entering the world of 
glitter by relaunching its once-world-re- 
nowned caviar trade. In the first years af- 
ter the Shah’s departure, caviar was ta- 
boo. This was tricky for religious zealots 
to justify. Unlike the booze poured into 
gutters and the lipstick forcibly wiped 
from women’s faces, caviar could not be 
condemned as a western import: real cav- 
iar comes only from sturgeon caught in 
the landlocked Caspian sea—which lies 

between Iran and the Soviet Union. 
Fortunately for the zealots, sturgeon 
appeared to have an anti-revolutionary 
flaw: the fish lacks the sort of scales 
needed to make them halal, or accept- 
able under Islamic precepts. The morato- 
rium on fishing lasted until 1982, when a 
mullah from a Caspian sea fishing village 





turned up, conveniently, a sturgeon with 
a few scales. After weighing up this new 
evidence, the theologians in Tehran and 
Qom gave their blessing to caviar. 

Early attempts to return to the inter- 
national market flopped. The revolu- 
tionary gourmets in charge of exports hit 
quality-control difficulties, prompting 
France to send back a consignment in 
1983. Then Mr Ali Porkar, an Iranian 
living in Switzerland, persuaded Shilat, 
Iran's fisheries board, to let him try to 
revive caviar's fortunes. In three years of 
near-monopoly, he has put Iranian cav- 
iar back on its fins. Now he is launching a 
new brand, “Ramsar”. 

The best western customers for caviar 
remain the French. Americans are still 
forbidden lranian caviar, even though 
the ostensible reason—lran's refusal to 
accept the UN resolution for a ceasefire in 
its war with Iraq—no longer applies. 

Caviar's revival may help the local 
economies of Azeri fishing villages, but it 
will hardly drag Iran out of its economic 
mess. Annual production is around 250 
tonnes. About 7096 is exported at a 
hard-currency price of $250 a kilo- 
gramme, bringing in only about $45m. 
Another 50 tonnes is sold more cheaply 
to Russia under a 60-years-old fisheries 
agreement. The less glamorous pistachio 
nuts exported by the family of Mr Ali 
Akbar Rafsanjani, Iran's president, earn 
more foreign exchange. 
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Savings you can wear 


cording to the shops, though, gold sales 
have doubled while silver and diamond sales 
have quadrupled. Retail stocks of gold are 
down to one-third their normal level and 
many shops are running out. In Moscow, 
the main centre for the country's gold trade 
and a magnet for would-be gold buyers from 
all over the Soviet Union, half the jewellery 
shops have no more gold and four-fifths 
have no silver. In an attempt to ration dwin- 
dling supplies, Moscow's city government 
has decreed that shoppers can buy only one 
item of gold or silver jewellery at a time. 

The city's famous queues are scarce now 
outside other shops because consumer 
goods are even scarcer, but they still wind 
away from nearly every jeweller's door. An- 
other inflation hedge is to buy antiques. Ev- 
ery Saturday, auctions in Moscow attract big 
crowds and even bigger prices. Dealers sco 
the provinces for family heirlooms, bri... 
them to Moscow and then auction them off 
at 3,000% premiums. Nothing to be learned 
from the West there. 

The Soviet Union is the world’s second- 
largest gold producer and has huge gold re- 
serves. Consumers are queuing up to buy 
gold. This suggests that the government 
could successfully sell gold coins or intro- 
duce a gold-backed currency to soak up ex- 
cess savings. While this may be a tempting 
option, it would be unlikely to prevent the 
explosion of inflation that will accompany 
the eventual freeing of prices. Lenin intro- 
duced such a gold-backed currency, the 
chervonets, in 1922 as part of his new eco- 
nomic policy, a brief period of liberalisation 
now taken as a model of reform by Soviet 
economists. Lenin's move caused hyper- 
inflation in the old rouble and the same 
would almost certainly happen again, wip- 
ing out most people's savings overnight. 
لے‎ j 
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Herrhausen's last deal 
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Alfred Herrhausen, Deutsche Bank's chairman, was murdered on Novem- 
ber 30th. He was mastermind of Deutsche's diversification 


А THE chief of West Germany’s biggest 
financial institution, Alfred Herr- 

usen commanded the most powerful bank 
xı Europe. He was never afraid of arguing 
his case with critics, whether they were stu- 
dents or industrialists. He also took posi- 
tions that were unpopular with his rivals: he 
was one of the first bankers to argue that 
Latin America should have some form of 
debt relief. He was also one of the first busi- 
nessmen to feel the winds of change blowing 
through the eastern block. His delight in 
public relations raised his profile and the 
bank's. 

In making Deutsche’ strategy, 
Herrhausen and his eight fellow managing 
directors—all of whom are paid the same— 
were bound to reach unanimity, although 
the board member responsible for a busi- 
ness activity could advocate a particular line. 
Thus Mr Hilmar Kopper, the board member 
responsible for investment banking, sug- 
gested that the bank bid £950m ($1.5 bil- 
lion) for Morgan Grenfell, a British mer- 
chant bank. That deal was finalised two days 
before Herrhausen was killed. 
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Once a board decision was made, 
Herrhausen's job was to sell it to the rest of 
the bank and to the outside world. His skill 
at doing so made him an ideal ambassador 
for a bank going into the 1990s. It is unlikely 
that Deutsche will now be able to replace 
him with a single man. Until he became sole 
chairman in May 1988, Herrhausen shared 
the job with Mr Wilhelm Christians, who in 
turn had shared it with Mr Wilfried Guth. 

Sometimes the decisions the board took 
under Herrhausen have been dramatic for a 
bank previously known for its slow-moving 
bulk. Domestically, the bank is squaring up 
to Allianz, West Germany's biggest life as- 
surer, for a share in the growing life-assur- 
ance market. This summer it set up its own 
life-assurance company, Lebensversicher- 
ung der Deutschen Bank. Deutsche is intent 
on developing businesses outside its core 
one of lending to corporations. In 1987 it 
bought Roland Zimmer, the country's big- 
gest estate agent; a year later, Roland Berger, 
a management consultancy. In between, it 
set up Bauspar, a specialised home-finance 
unit. 





Internationally the bank been 
opportunistic. When Herrhausen became 
co-chairman, Deutsche was primarily a big- 
business bank and Eurobond house. Under 
Herrhausen it broadened out. lt has pa- 
tiently waited for the businesses it wants to 
become available. They now range from 
stockbroking in Australia to commercial 
banking in Argentina. Despite the world- 
wide fashion for international banking, 
Deutsche has remained pretty hardheaded. 
It is, for instance, unwilling to buy into any 
national market in which it would lack a 
leading position. Its only big business mis- 
take under Herrhausen was to try to place in 
1986 the 15.296 stake (worth $2.1 billion) 
that Libya held in the Italian carmaker, Fiat. 
It did not succeed and, by default, became 
Fiat's second biggest shareholder 

Deutsche thus has spurned financial 
fashions-turned-fiascos, buying neither a 
London stockbrokerage nor an American 
regional bank. Herrhausen's first deal 
showed the bank's blend of opportunistic 
thinking and solid analysis. In 1986 he paid 
$603m for Banca d'America e d'Italia, the 
100-branch commercial banking business of 
the then cash-strapped Bank of America. 
His last deal shows the same patience and 
unwillingness to launch a hostile bid. Deut- 
sche Bank bought its initial 4.996 stake in 
Morgan Grenfell in 1984 and long pon- 
dered whether it wanted any more 


has 


Morgan's marriage 

The Morgan Grenfell deal also represents 
the fulfilment of a two-year mission by the 
chairman of the City merchant bank, Mr 
John Craven. His aim was to sell the bank 
for the highest price possible. Nor did its 
employees mind saying goodbye to 151 years 
of independence. Over half of Morgan's 
10m share options had been issued since Mr 
Craven arrived at the bank's Great Win- 
chester Street offices in May 1987 

The 55 directors of Morgan Grenfell & 
Co, the bank, have share options (which 
they increased by 20% last year) that should 
make them £10m in profits. The shares they 
already own are worth another £12.5m. 
Other senior employees have options that 
are worth £20m. 

Such cash gains could have been un- 
locked only by a full bid for the company. 
Hence the horror inside Morgan at the pros- 
pect of a long«-drawn-out courtship with 
Banque Indosuez, the banking part of 
France's Suez group. It bought 10.696 of 
Morgan's shares from Willis Faber, a British 
insurance broker, in October, and hoped to 
buy a further 1096 from the same source at 
the beginning of December. 
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way that the Banca d'America e d'Italia has 
done will be tough. Deutsche has paid a full 
price for the British bank: around 20 times 
this. year’s expected earnings. Deutsche 
wants more firepower in international merg- 
sand acquisitions (M&A), but that part d 
Morgan Grenfell's ыа) is pitiful: i 

88 Morgan advised on only ten мзш 
als, worth а теге £200m. British banks, 
such as S.G. Warburg and Schroders, and 
two American investment banks, Goldman 
Sachs and Morgan Stanley, are far more ac- 
tive across European borders. 

Neither are Deutsche Bank's links with 
West German industry likely to help Mor- 
gan much. In 1987 West German companies 
le 70. purchases in Europe, compared 
74 last year. The value of these deals is 
known. because West German firms do 
have to disclose acquisition prices. West 
ап M&A deals, however, tend to be 
l: a-sample of 49 of last year's taken by 
opers & Lybrand, a firm of accountants, 
behalf of Britain's Department of Trade 
d Industry, found that the average price 
id was £40m. 

Morgan Grenfell is now making healthy 
fits, after shutting down its securities 
isiness a year ago. Pre-tax profits for the 
st half of this year were up 50%, to £33m, 
pared with the same period last year. 


Making Morgan Grenfell pay off inthe ^ 


About 40% of this comes from corporate f 


nance and (mostly British) M&A work. Mor- 
gan has suffered little from the Guinness 
scandal. Last year it ranked second in the 
league tables for advisors on publicly-quoted 
British takeover deals. 

The main advantage of the deal.is that it 
is an Anglo-Saxon marriage rather than a 
Mediterranean liaison. British and West 
German companies seem to prefer to buy 
outright ownership of companies that inter- 
est them. French, Italian and Spanish finan- 
cial firms seem happier building loose alli- 
ances by swapping cross-shareholdings or 
buying small but influential stakes-in each 
other. These do more to prevent unwanted 
takeovers than anything else. 

In forging its strategy, Deutsche looks 
for two criteria: size or specialisation. Mor- 
gan Grenfell happens to meet both. In retail 
banking, Deutsche wants acquisitions’ big 
enough to matter in the new market. This is 
why it snapped up Banca d’America e 
d'Italia, yet is not interested in Britain's 
most profitable retail bank, Yorkshire Bank, 
with its mere £3.1 billion of assets. Will 
Deutsche's strategy lead to better results 
than the Mediterranean banks’ more ellipti- 
cal methods? By swallowing Morgan Gren- 
fell, Deutsche may cause its big European 
competitors to rethink their strategies. 





Federal Reserve policy 
Yo-Yo 
NEW YORK 


ALL Street's overpaid community of 

Federal Resetve Board watchers has 
just had the surprise of its collective life. No 
sooner had it divined an easing of monetary 
policy than it unexpectedly had the evi- 
dence annulled. Some bond dealers have 
been left with burnt fingers as a result. That 
may have been no accident. 

Last week the important interest rate for 
overnight bank loans, known as the fed- 
funds rate, dropped from 8.5% to 8.25% af- 
ter the Fed had bought Treasury bills and 
thereby expanded. reserves in the banking 
system. Universally, Fed watchers inter- 
preted.this as a decision by America's cen- 
tral bank to ease monetary policy. After 
government reports pointed toa weaker _ 
of economic growth: the most recent news 
showed a 3296 drop in machine tool orders 
in October. The. Wall Street Journal even 
quoted an anonymous official who seemed 
to confirm that the Fed had indeed eased 
monetary policy. . 

The consensus fell apart on Novimber 
27th, when the Fed drained reserves by sell- 
ing bills at 10.30 am—an hour earlier than 



























RITAIN’S insurers love hostile take- 
overs: as big shareholders they get a 
ringside seat and have power of life or 
„death over the contestants. Now they are 
n the ring themselves. On November 
28th Australian Mutual Provident (АМР) 
ncreased its holding in Pearl Group from 
44.9% to 55.396: the price it offered of 
-£6.90 a share values Pearl at £1.2 billion 
491.9 billion), making it the biggest insur- 
ance takeover in Britain. 
. AMP's policy holders have got a good 
deal. A valuation by an independent actu- 
ary for the defenders reckoned that Pearl 
was worth £1.4 billion. Using the actu- 
aries' figures, James Capel, a London 
brokerage, reckons that Pearl should 
give AMP a 16% return on its cash— 
providing that Pearl does not write 
a lot of bad policies in the future. 
British insurers may take some 
comfort from Pearl's idiosyncratic 
. defence. In particular, the actuarial 
valuation came too late and failed 
о provide enough information to 
onvince — Pearls institutional 
shareholders not to sell. 
Pearl's biggest mistake was not 
` tactical; it was to be British. For any 
“international i insurer that has out- 





grown its home market, a British insurer is 
a good target. Bids in America send insur- 
ers scuttling off to hide behind regulators; 
continental European insurers are fenced 
in behind share-ownership deals. Better 
still, British firms are among the most in- 
novative and also have the most interna- 
tional business. Any successful bidder for, 
say, Guardian Royal Exchange would also 
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win a handy West German operation. 

Any one of a dozen European financial 
institutions could make such a move. 
Among the most prominent are Italy’s 
Generali, France's Suez and Axa-Midi (it 
already owns Equity & Law) and West. 
Germany's Allianz (it owns Cornhill). If 
any British insurer can be said to be im- 
pregnable it is probably the Prudential— 
set apart first by its price tag (upwards of | 
£4 billion) and second by its status in the 
City. Other companies may merge: Sun 
Alliance, for instance, has а 14.5% stake 
in Commercial Union. 

The real puzzlers аге AMP's British 
equivalents, the mutual societies. They 
rely too heavily on independent financial 
advisers to sell their policies, and want to 
build up their direct sales forces, which 
the quoted companies already have. 
So they should be out looking for 
partners among insurance compa- 
nies. Pearl would have fitted. well 
with Scotland's Standard Life. 
Pearl's bedrock are the old "indus- 
trial" working-class. life-assurance 
products; . Standard's. clientele. is 
more upmarket. Pearl has. a direct 
sales force; Standard relies on inde- 
pendent financial advisers and the 
Halifax building... society. Edin- 
burgh grannies’ loss may well yet be 
Melbourne pensioners’ gain. 











92°. 














-THE ECONOMIST DECEMBER 

























Which industrial coun 






|LTHOUGH Stockholm's stockmark- 

Let has slipped recently, the Jacobson 

: & Ponsbach index is still more than 

1,000% higher than it was on the first day 

ef 1980. In local currency terms, that is a 

mightier rise than managed by any other 

industrial country—well ahead of Tokyo 

(46096), London (34096) and New York 

(220%). In dollar terms, Stockholm's gain 
is second only to Tokyo’s. 

Swedish share prices surged in the 
early 1980s as growth and profits were 
boosted by the krona’s much-needed de- 
valuation. Sweden’s big multinationals 
also rode the wave of world demand: as 
much as 80-90% of the sales and profits of 
firms like Ericsson and Electrolux come 
from foreign subsidiaries or exports. 

Vast amounts of new money flowed 
into the stockmarket through such chan- 
nels as tax-exempt mutual funds and the 
controversial "wage-earner" funds that 
get their new-investment money from a 
tax on companies’ profits and are in- 
tended to give trade unions a stake in in- 
dustry. Until foreign-exchange controls 
were abolished this year, institutional 
money was mainly locked into Sweden. 

The popular tax-free mutual funds are 

` designed to broaden the base of share 
ownership. If investors do not dip into 
these funds for at least five years, then all 
income and capital gains they make are 
exempt from tax. This has attracted 
hordes of small investors: more than two 
out of five Swedish adults now own 
shares. That is twice as high a rate as in 
America and Britain, and way above the 
one in six French adults and one out of 14 
West Germans who are shareholders. 
Sweden's share ownership should rise 
above 5096 of adults by the end of this 
year. Trygg-Hansa, the second biggest in- 
surance company, is going public and 
handing free shares to its Im policy 
holders. 

Even though share prices continued to 
boom towards the close of the decade, 
stockmarket turnover has fallen sharply— 
from an annual turnover equivalent to 
40% of the market's capitalisation in 
1986, to 15% this year. As elsewhere, the 
1987 stockmarket crash dampened trad- 
ing volume on the Stockholm bourse, but 
the main culprit has been a crippling turn- 
over tax on securities. The tax was dou- 
bled in 1986 and this year extended to 
fixed-interest securities and shares traded 
by brokers on their own account. Un- 
















Sweden's stockmarket stunner 


has had the biggest rise in share prices in the 
1980s and also has the highest level of individual share ownership! 
Why...Sweden, where capitalia cohabits with socialist ideals 





surprisingly, lots of business has been 
driven abroad, notably to London. There, 
the spread between the bid and offer 
prices for the most actively traded stocks 
is under 196; in Stockholm, it is 396. 

For 1989 so far, the total trading in 
Swedish shares on exchanges outside Swe- 
den has probably been equivalent to 
three-fifths of Stockholm's turnover. In 
nine of Sweden’s biggest public compa- 
nies, trading abroad has been higher than 
in Stockholm. Three-quarters of the busi- 





ness in Ericsson's shares, and two-thirds 
of that in Electrolux's, takes place in Lon- 
don and New York. As more and more of 
the trading in their shares leaks abroad, 
Swedish multinational companies are 
switching their own capital-markets activi- 
ties abroad too. That has meant an exo- 
dus from Stockholm of banks and brokers 
keen to follow the business. 

Mr Bengt Dennis, the governor of the 
central bank, and Mr Bengt Ryden, the 
bourse's boss, have urged the government 
to scrap the turnover tax. It has turned a 
deaf ear. The tax yields over Skr5 billion 
($900m) a year, which the government 
cannot afford to lose right now. Also, the 
"puppy гах”, as it is popularly known, is a 
sop to the unions, whose officials are 
irked by the sight of young brokers mak- 
ing a killing in the markets. — 

One change would cost little in tax rev- 
enue but would help to stimulate business 


for stockbrokers: that is to scrap the ta 
for trading on brokers’ own accounts anc 
for foreign investors, Neither source 
yields much tax revenue, because auch 
transactions have virtually stopped. T 
eigners do 90% of their trade in Swedish 
shares outside Sweden. 

Stockholm's star turn in the 1980s ha 
been marred by its 10% fall in the pas 
month. This reflects some poor compan 
profit figures and general worries abou 
the economic outlook. Interest rates have 
been raised to cool an е, ecah 
omy: the goverment forecasts that infla- 
tion will rise to 712% next year and that 
the current-account deficit will widen t 
3% of Gor by 1991. Since foreigniex 
change controls have gone, the gates ate. 
now open for investors to flee abroad. | 

Will Stockholm be the laggard in th 
1990s? The gloomy economic outlook i 
not necessarily bad for the shares of Swe 
den's biggest companies, since such a 
large chunk of their business is now over- 
seas. One bearish factor is that, while а 
tax-reform package agreed in November 
should benefit the economy by encourage: 
ing more hard work and saving, lower ir 
come-tax rates and higher capital taxe 
will reduce the incentive to borrow to 
vest in shares. 

Lower tax rates will also erode an ad 
vantage that private pension funds епо 
From 1991 pension-fund profits will be 
taxed at 10-15%, but in 1990, as an ine 
terim measure, only 75% (instead; o 

10096) of pension contributions will be 
tax deductible. Since the top tax rate will. 
also be cut in 1990, from 72% to 6596 
(and then to 50% in 1991), this means 
that where this year it cost a top-rate бахе 
payer SKr280 to invest SKr1000 in a per 
sonal pension, next year it will cost 
Skr513. : 

The stockmarket could get a boost if. 
(still a big if) restrictions on foreign own 
ership of shares are relaxed. Officials at 
the industry ministry are pondering 
whether to revise the rules. Ac present, 
foreigners may buy only unrestricti 
shares. These are limited in number. 
law) and account for only one-quarter o 
total equity capital, bur with a far smale 
proportion of voting rights. Foreigner 
may not own the shares of banks at all, 

Two classes of voting rights and cross 
holdings, which are more widespread in: 
Sweden than in most other European 
countries, make Swedish firms virtually 
immune to takeover: they also keep many 
companies undervalued. Were barriers 
against foreign ownership only lowered, - 
Swedish share prices could soar again. 
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the Fed customarily conducts its open-mar- 
ket operations. This sent a clear message to 
the markets that the Fed was tightening. 
зе fed-funds rate rose back to 8.5%. That 
‘ought big losses for the many dealers 
had loaded up on short-term securi- 
ties such as Treasury bills. 
` Explanations vary for this extraordi- 
ty blip-down, blip-up in the fed-funds 
"They range from the embarrassingly 
undane, namely that the Fed simply made 
istake in a turkey-induced slumber after 
the Thanksgiving holiday, to suggestions 
hat the Fed's chairman, Mr Alan 
Greenspan, was sufficiently angered by the 
leak to the Wall Street Journal that he 
semed it necessary to prove he could not 
ushed into precipitous easing. 
Last month Mr Oreenspan was upset 
when the Federal Reserve vice chairman, Mr 
anuel Johnson, surfaced as the anony- 
us source who told journalists during the 
nd following the lightning October 
th stockmarket collapse (when the Dow 
nes industrial average dropped by 190 
ints within two hours) that the Fed would 
be ready to provide liquidity to the financial 
m in order to combat any further panic. 
Greenspan views financial markets as 
self-correcting and efficient. He regards such 
hind-the-scenes jawboning as both poten- 
Шу harmful and generally demeaning to 
Fed’s authority. 
Certainly, Mr Greenspan could usefully 




























































exert his authority. The Fed has become a 
much leakier institution since the departure 
in 1987 of the dictatorial Mr Paul Volcker. 
Board members have sought to promote 
their own, and wildly varying, agendas. In 
true Washington fashion, they have used 
the press as a sounding board. 

There may be some economic rationale 
behind the abrupt about-turn in the fed- 
funds rate. The sharp rise in the price of 
gold on November 24th, from $409 to $419 
an ounce, might have threatened to spark 
renewed fears of inflation. Mr Greenspan’s 
Fed watches gold and other commodity 


prices hawk-eyed. Another view is that the 
Fed Became suddenly worried that. West 
Germany would raise its interest rates yet 
again, and thereby risk a dollar collapse. 
West German inflation is now running 
at 3.3% and rising. By comparison, Ameri- 
can inflation is around 4.596. Three-month 
dollar money-market rates are down to the 
same as D-mark rates—ie, 896. Mr 


goal of zero inflation (though, in effect, 
this means 1.5-2%). 

Some Wall Street analysts are startíng 
to wonder whether next year could be the 
first time in more than 20 years that Ameri- 
ca's inflation rate will be lower than that of 
West Germany. Such a prospect would 
stand as testimony to Mr Greenspan’s cau- 
tion—America still has low money-supply 
growth. 

Investors in long-dated Treasury bonds 
seem less certain. Since July yields on thr 
month Treasury bills have fallen by some 
basis points (hundredths of a percentage 
point)—even after the latest 25 basis-point 
increase. During the same period 30-year 
Treasury-bond yields have barely budged, at 
around 7.9%. Either the bond market is not 
yet convinced that the economy is slowing 
and inflation falling, or it thinks that Ameri- 
ca’s growing number of cash-strapped bor- 
rowers will bid up the cost of money for ev- 
eryone, including the government. 
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Bullion or bust? 


FTER a near two-year fall, the price of 
| gold is on the up again. In the past 
“two months, gold has risen by over 15% 
o peak at $421 an ounce. That is $65 
- above its low for the year. Goldbugs won- 
: der if their long-predicted bull market is at 
ast. starting. All of the old reasons for 
uying gold (ie, that it is a hedge against 
political uncertainty and inflation) are be- 
ng wheeled out again—but there are a 
“few new ones to go along with them. 
Interested investors should first make 
up their mind about how long they are 
А prepared to hold gold. Market-timing is 
all, since gold pays no dividends. During 
‘the 1980s the metal has been a rotten in- 
vestment: despite the recent rise, its price 
still languishes at less than half its crazed 
peak in 1980 (see chart). 
= Then consider how effective gold is as 
a long-term hedge against inflation. Dur- 
ci ing. the whole inflationary half-century 
-since 1934, American Treasury bonds (re- 
garded as a lousy hedge against inflation) 
-have yielded cumulatively more than the 
dollar capital gain on gold. Bonds have 
even: outstripped gold since 1974, when 
` OPEC's oil-price rises unleashed inflation 





in the world economy. 

Another reason for caution is that 
monetary policy in most of the world’s 
biggest economies is hawser-taut. High 
real short-term interest rates chafe against 
a sustained rise in the price of gold. Un- 
like gold, cash earns interest. 

If there is a reason to be- 
lieve that gold will get 
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dearer, it lies in the balance of supply and 
demand. Gold mines have been taking ad- 
vantage of a sluggish gold price to pay 
back some of the billions of dollars owed 
by them in the form of gold loans. In the 
past five years, Western gold mines have 
borrowed billions of dollars of the shiny 
stuff from central banks, sold the bor- 
rowed gold for cash, and used the money. 
to finance exploration. The mines are 
now buying gold to pay back the loans, 
thus raising its price. 

gold 





Commercial demand for 
jewellery is buoyant. Shearson Leh- 
man Hutton guesses that there will | 
be a 13.596 increase in non-commu- 
nist demand this year, to 1,400 | 
tonnes. Demand has been especially 

strong in jittery Hongkong: jewellery 
imports there are up by 3096 over last 
year's levels. Russians too have got gold 
fever (see page 90). 

A further boost has come from a 
change in the rules that govern Japanese 
non-life insurance companies’ assets; they 
may now hold up to 396 of these in gold. 
Since they have assets of some Y20 trillion 
($138 billion), this could increase demand 
for gold by around. 350 tennes—or one- 
fifth of annual production in non-commu- 
nist countries. 
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Experts in quality distribution. 


There's a world of difference in the 
quality manner in which Canadian 
National Railways handles your 
shipments... based on know how and 
an attitude to do it better. 

Our quality approach to freight distri- 
bution covers a whole range of services 
specifically designed for overseas 
customers, from specialized port 
facilities, inland terminals 
services to sophisticated computer 


technology for tracing and manage- 
ment control. 


Our network gives you easy access 
to major markets in Canada and the 
U.S. industrial heartland, with 
strategically placed high-tech 


intermodal hubs and auto compounds. 


CN is committed to giving your 
business the edge in North America. 
Our commitment begins with quality 
service second to none. 


For more information on Canadian 
National, write or call for our brochure 


Peter S. Murray 

General Sales Manager—Europe, 
Southeast Asia & Australia 

17 Cockspur St., London 
England SW1Y 5BS 

Tel. (01) 930-2150 

Telex 21404 

Fax (01) 839-6198 




















How IO RUN 

A BANK FOR 

PEOPLE WHO 
CREATE WEALTH 














The American Express Bank is organized around the individual whose wealth 


is the product of personal enterprise. 


How we serve such clients is as important as the services we provide. 


Here are the principles that guide our managers in 105 offices in 42 countries. 


UR MISSION IS TO SERVE today’s most successful people 
and their businesses, around the world, around the clock. 
NF Our clients are creators of wealth. They have little need of 
kers who are passive stewards. 
Instead, they will seek out the bank that is most ambitious on 
its clients’ behalf, that is most successful for its clients, and, above all, tbe 
most responsive. 
| Excel in all these qualities, and your office will prosper 


THE MOST SUC FUL PEOPLE ON EARTH 

In your dealings with clients, mold your organization to the 
client's own. Recognize and respect a client's ties with other 
"banks. Heed those who counsel your clients. 





Don't take on a new client unless you can pledge your top 
people. Make it a policy to exceed expectations. 

Never preach to your clients. Learn from them. They are 
among the most successful people on earth. 

Get to know each client like family. Clients who are auda- 
cious in business life may shun risk when choosing invest- 
ments for their private accounts. 

Don't oversell. Promise only what you can deliver, and 
deliver quickly. Make security your passion. Guard client con- 
fidences like the Crown Jewels. 

Keep your clients informed. Timely information is often 
more valuable than gold to our clients. Not at all by chance, 
American Express Company is the largest private user of tele- 
communications services on earth. 
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Ате ап Express Bank maintains offices in 19 time zones, 
` united by a highly secure electronic nervous system. We are a 
financial engine that runs on a 24-hour clock. 

These four product families — Commercial Services, Sav- 
ings and Investments, Special Transactions, and Treasury Ser- 
vices—are the soul of our enterprise. Make them your focus. 

kt is no accident that they mesh so neatly with the per- 
` sonal, commercial and entrepreneurial needs of our clients. 
co diem: Currency traders positioned around the globe assure 
our clients of 24-hour access to Treasury Services. 
Item: Our specialists in asset finance, real estate, and other 
disciplines can be at a client's side within a day. 





Item: American Express Bank will often engineer a prod- 
“uct specifically for a private client. So the fit is exact. 


AN ELITE CORPS 





In recruiting, be patient. American Express Bank is an elite 
corps. Hire only those who can enhance our reputation. They 
are rare birds. Seek out those few who combine these traits: 
1. 
Character. Cast-iron integrity, brains, energy, 
stamina, and grace under pressure. 
2. 
Verve. We admire activists who are willing 
to break some china within the Bank 
in order to be effective for their clients. 
3. 
Entrepreneurship. We reward those whose 
solutions to one client's needs create fertile 
opportunities for other clients. 





4. 

Unselfishness. Every Account Officer must be 
à "switchboard" connecting clients with 
whoever will best serve their needs. 

5. 
Resilience. People who thrive on weeks of 
sustained effort, and who display a genius 
for keeping up with change. 






` “At American Express Bank, our heroes ave not these who bring in the 


It is the custom of American Express Barik's most senior people to meet with prospective clients. To arrange an introduction; 





biggest deals. They are the men and women who perform for our clients | 
despite obstacles. When tragic floods in Bangladesh left 30 million tome 
less, American Express Bank stayed open as usual, serving its clien 


















It is the duty of every Senior Manager to apply unremitting 
pressure to maintain our standards in every area. 














Never permit internal matters to distract your atenton. 
from client affairs. Delegate administrative tasks. See to it per- 










sonally that your clients are happy, not merely content: 
Spend at least half your time outside your office, among 
clients. You'll be amazed at how much smarter you become. ~ 










Your office is like a ship. It will move faster when you — 
scrape the barnacles off its bottom. Eliminate obsolete services 
and redundant departments. Banish committees. 





















Never forget for an instant that when your clients — 
trust your people they are really trusting yos. You are the. 
captain of the ship. ; 

Eradicate intolerance in any form. Ditto parochialism. We 
are international bankers, not village bureaucrats. n 

Respond instantly to requests from other offices an 
own requests will receive equal attention. ; 

Create an atmosphere of intelligent ferrnenc within 
Bank. Make life exciting. Those who cannot thrive on change 
have no business in banking today. 





* 


AMERICAN 
EXPRESS 
BANK 













































Austria please contact the head of office in any one of these 42 i 

Bahamas Cayman islands Germany Italy Luxembourg Nigeria Spain United Arak Taitais 
Babrain Chile Greece Hory Coast Malaysia Pakistan Sri Lanka United Kingdom 
Bangladesh China Hong Kong Japan Mexico Panama Switzerland Саной Sites 
Brazil Egypt India Korea Monaco Philippines Taiwan Uruguay 

Canada France Indonesia Lebanon Netherlands Singapore Turkey Venezuela 
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Today, the spirit of Korea rides the wings of the most advanced aircraft in the world. Korean 
Air's all-new Boeing 747-400s. They fly farther, faster and they join one of the world’s most 
modern fleets in spanning the globe to 40 cities in 19 countries. Keeping at the forefront of 
technology is part of being the best. That’s the spirit of Korea. That’s the spirit of Korean Air. 


FLYING THE AIRCRAFT OF TOMORROW 
TO THE WORLD TODAY. 


AIR 


THE SPIRIT OF KOREA IS IN THE AIR 





Anew man at the Bank of Japan 





From central casting 








NLIKE his predecessor, the new man 

at the top of the Bank of Japan (Bol) is 
more than a mere chip off the old block. 
The present governor, Mr Satoshi Sumita, 
an urbane Francophile who retires on De- 
cember 16th after five years in office, was an 
outsider—a former vice-minister from the 
Ministry of Finance. The Bank's new boss, 
© Mr Yasushi Mieno, has been a central 
| banker all his working life. 
| The 65-year-old Mr Mieno joined the 
bank in 1947 and worked his way up as the 
head of its personnel department, general- 
affairs department and business bureau (less 
anodyne a curriculum vitae than might ap- 
pear to westerners). He won his spurs in the 
mid-1960s by saving the giant Yamaichi Se- 
curities (today still one of Japan’s top four 
brokerage houses) from going belly up. For 
`. past five years, Mr Mieno has been the 
k's deputy governor. 

His appointment as the next Bo} gover- 
nor was one of the banking world's worst- 
kept secrets. Its announcement was held up 
for months while the squabbling went on 
over who should have Mr Mieno's existing 
job: Mr Hiroshi Yoshimoto, in fact, the 
head of the National Finance Corporation 
and a former director-general of the finan- 
cial bureau in the Ministry of Finance. 

Mr Yoshimoto's reputation as a whizz 
in the bond market clinched the job for him. 
His skills will come in handy when the gov- 
ernment tries to make the orderly retreat it 
has promised from the bond-issuing busi- 
. ness. That does not mean that Mr Yoshi- 
7 тосо will be sure to get Mr Mieno’s job in 

five years’ time, although the post tradition- 
ally alternates between a Boj man and a for- 
mer ministry official. 

Tough. choices lie ahead in the mean- 
time. Mr Sumita presided over a period of 
easy money, which is unlikely to be the pat- 
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tern in the future. The two recent increases 
in the official discount rate, one in May and 
thé other in October, were the first in more 
than nine years. Prior to these rises, Mr 
Sumita cut the discount rate five times dur- 
ing his term as governor. 

Mr Sumita was cursed to live in interest- 
ing times. No sooner had he taken office 
than the yen commenced its dizzying ascent 
against the dollar. The Plaza accord, ham- 
mered out by finance ministers from the 
Group of Five in September 1985, forced 
Mr Sumita to keep interest rates low at 
home to drive up domestic demand—in a 
bid to lessen Japan’s trade surplus with its 
trading partners. Then, in February 1987, 
the Louvre accord led Mr Sumita to spend 


























$60 billion to keep the veredollar exe 
rate more or less stable. Apart frc 
z + «li 
ing stockmarket, Mr Sumita's polic 
money fuelled the biggest bull 
property prices that Tokyo had ever 
A bogey awaiting Mr Mieno 
general inflation. After years of 
wholesale prices barely move, Japanese їй 
tion is likely to be 4% this year. The 
sumption (ie, value-added) tax intro 
last April has accounted for 1.5 p 
points-of that. More serious have be 
manpower shortages, especially in lag 
retailing and construction industries, v 
have pushed up wages. The уеп з prese 
weakness has helped none. : 
Mr Mieno could quickly find himself] 
tween the rock and a hard place. F 
tic reasons, a further rise in che 
count rate of 0.5% or so could pr 
justified. But it would send the wı 
sage to the foreign exchanges. Besides 
is expecting a general election in mide 
ary. The last thing the Liberal Deni 
want is a further increase in interest 
they go to an already disgruntled country, | 
Mr Mieno will be pressed into making: 
number of sweeping and longeoverd 
changes within the Bank of Japan. There 
talk that the banking and foreign dep 
ments will merge, and a wholly new sectio 
for devising medium- and long-term plan 
will be ser up. : 
As a career Bol man, Mr Mieno know 
where enough of the bodies are buried tob 
able to get the kind of central bank hi 
wants—and to keep it that way. He-is alc 
tough and independent enough to еги. 
that the Bank of lapan does not haye 
dance unduly to the Ministry of Finan 





we 





















from the ministry. 





Compagnie Financiere de Paribas 
Finding its stride 


PARIS 





Before its bid for Compagnie de Navigation Mixte, Paribas was getting hy 
and bothered about being left behind in a bid-happy France. But ' 


worry? 


VEN during its years in the nationalised 

wilderness of 1982-87, Paribas prided it- 
self on being the biggest and savviest of 
banques d'affaires (that curiously French 
mix of merchant banking and industrial in- 
vestment). Imagine, then, its surprise when 
Paribas's old rival, Suez, surpassed it with 
two huge takeovers last year and this. The 
carthorse looked to have left the thorough- 
bred behind. 

Partly out of 7 irritation, Paribas 
launched a raid їп October on Navigation 
Mixte, a rag-bag of industrial, banking and 
other financial interests headed by Mr Marc 















Fournier. Worth FFr26.1 billion ($t: 
lion), the bid is the second largest ever 
France—the biggest being Sue tl) 
billion one for wapa 
Industrielle/Groupe Victoire this sumin 
The battle for Mixte was ап acrimor 
one. By November 30th Paribas looked 
be scraping home. 
Before its bid for Mixte, Pari: 
seemed to be dithering, It failed to ty 
last year in Suez's eventually succ 
tack on Société Générale de Belgique, t 
country's biggest holding company. Y. 
through its affiliate Copéba, Paribas wasaa 
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the most powerful foreign force in Bel- 
gium. Had it joined with Italy's Mr Carlo De 
— Benedetti, in the opposing camp to Suez, it 
B could have expanded its existing interests— 
and kept Suez at bay. Gallingly, Générale de 
— Belgique's profitability under Suez's 51% 
ownership has soared, thanks largely to an 
Augean cleanout of its portfolio. 
Some insiders at Paribas do not worry 
- about missing this, and other, opportunities 
to expand. They say that Paribas has such a 
` fine clutch of existing businesses that the 
-. management should concentrate on these. 
С For this reason, they also think the bid for 
| Mixte an unnecessary distraction. They 
have a point: by quietly tweaking its busi- 
. messes here and there, Paribas's post-tax 
fit has grown steadily—from FFr1.34 bil- 
- fion i in 1985, to FFr1.72 billion in 1987, the 
year it was privatised, to FFr2.65 billion in 
- 1988. Paribas made FFr1.9 billion in the 
` first six months of this yéar, which implies 
` an annual return on equity of just over 
- 1596— pedestrian by some industries, but 
matched by few European investment 
` banks, let alone commercial ones. 


— Divide by four 


` As with all self-respecting French 
companies, Paribas's structure and 
ownership look at first sight horribly 
| byzantine. Essentially, its business is 
- іп four core parts: Banque Paribas, 
— Crédit du Nord, Compagnie 
- Bancaire and its investment portfolio. 
Banque Paribas is the group's 
lagship. A souped-up merchant 
- bank, with a bit of commercial bank- 
ing on the side, it makes its money in 
France from its prized list of blue-chip 
company clients—in many of which 
Paribas has stakes, such as Axa-Midi, 
Havas and Accor. Though Banque 
` Paribas contributes less than one- 
- third of the group's net profit, the banking 
— €hieftains—notably Mr Francois-Poncet, 
` Mr Francois Morin, the managing director, 
“апа Mr Hubert de Saint-Amand, in charge 
- Of international operations—also run the 
` holding company. Mr Giles Cosson, who 
` runs pagnie Financiére’s industrial in- 
` terests, is one of the few non-financiers 
. among the senior managers. 
— Over the past 18 months, Paribas has 
the wave of mergers and acquisitions 
(Maas) that has swept over a country with 
new-found confidence in its economy and 
- its place in Europe. Paribas ranks amongst 
the top three M&A firms in France. 
` Along with Lazard Frères, Paribas is 
_ more international than its French invest- 
—— ment-banking rivals. It can smile at Banque 
` Indosuez's spurned advances towards Brit- 
ain's Morgan Grenfell: in the early 1980s, 
| under the stewardship of Mr Pierre Moussa, 
Paribas came close to linking up with S.G. 
Warburg, London's pre-eminent merchant 
bank. However, a later joint venture in New 
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York with Warburg and Becker was a fiasco. 

Today, the bank's international opera- 
tions stand above other French ventures. 
Unlike Indosuez's capital-market opera- 
tions, Banque Paribas Capital Markets 
(BPCM) has its headquarters in London, 
home of the Euromarkets. The firm ranks 
near the bottom of the top ten international 
Eurobond lead managers, eclipsing its 
French commercial-banking rivals, such as 
Société Générale and Crédit Commercial de 
France, despite their advantages in distribu- 
tion. BPCM is the biggest lead manager of ecu 
issues, with a reputation for arranging skilful 
swaps on the back of new issues. 

Crédit du Nord is Paribas's 450- 
branch retail bank. It is France's twelfth big- 
gest bank by deposits, with FFr50 billion- 
worth, and FFr120 billion in assets. That is 
not big enough: it recovered only last year 
after two years and FFr600m of losses. Sev- 
eral European banks, notably West Germa- 
ny's Dresdner, fancy the idea of buying 
Crédit du Nord as a way to expand abroad. 





Mixis is fsta little homeplay at the Rus d'An 


Some Paribas folk are tempted to sell, 
since retail banking appears to contribute 
little to the investment-banking core of the 
group. For the time being, Mr Francois- 
Poncet is unlikely to sell. The bank's depos- 
its are a cheap source of funds; its small- and 
medium-sized company customers might 
eventually draw on the services of the rest of 
the group; and the dearth of retail-banking 
chains in Europe up for grabs makes Crédit 
du Nord daily more valuable. 

The star pupil of the Paribas group— 
and the most pan-European one—is Com- 
pagnie Bancaire. It is only 4896 owned by 
Paribas but fully consolidated into its ac- 
counts. It mints profits, currently running at 
a net ЕЁг1 billion a year. 

Bancaire has an idiosyncratic structure. 
It is a decentralised federation of seven dis- 
tinct businesses that range from business- 
equipment leasing and property financing 
to consumer credit and savings. Each of the 
seven is responsible for its own strategy, and 
is free to forge the European alliances it 


wishes. Bancaire has profited handsomely 
from seeking niches. New credit volume has 
grown by one-fifth in each of the past three 
years. In 1988 Bancaire accounted for 
18.6% of Paribas’s profit. 

Through its FFr40 billion investment 
portfolio, the vital ingredient for a banque 
d'affaires, Paribas can wrap its tentacles 
around French commerce, thriving not only 
from the performance of the investments, 
but also from the banking business that they 
can pull its way. What businesses Paribas 
buys into seem random (recent new invest- 
ment has been in electronics, health, com- 
munications and agribusiness companies): 
more than anything, they spring from a 
closeness to the firms’ management. In the- 
ory, Paribas nurtures its investment for six 
or seven years and then sells it; in the early 
1980s the portfolio became stale because the 
bank could not let go of older but beloved 


investments. 


Spinning friends 
There is another angle to Paribas’s in- 
vestments. More than any other Eu- 
ropean financial company, Paribas is 
spinning a web of alliances to bring 
business to the core groups. The 
strongest links are with former bits of 
the Paribas empire—like Pargésa in 
Switzerland—that escaped national- 
isation. 

However, the links reach a gamut 
of firms, notably a number of insur- 
ers. Paribas has swapped shares with 
Hafnia, Denmark's second biggest in- 
surer, and Axa-Midi, the insurance 
group led by Mr Claude Bébéar. 
Paribas has a number of insurers as 
friendly shareholders, including a 
French giant, UAP, and Sumitomo 
Life. 

British and West German compa- 
nies abhor such catholicity of tastes. Yet n 
only do these alliances bring business (fe 
of riling its insurance pals is one reason why 
Paribas has not followed the hot fashion for 
bancassurances), they also provide a de- 
fence against unwelcome predators. Insiders 
smugly reckon over half of the group's 
shares are in friendly hands. A further one- 
fifth lie with 2m loyal private shareholders. 

Paribas may soon be shaken from its 
complacency. The French government is 
due to release its "golden share" in the 
group on New Year's Day 1992. Thereafter, 
it will be hard for the economy ministry to 
maintain its right to intervene whenever a 
shareholder takes more than 1096 of a 
privatised company. Moreover, the incestu- 
ous habit of autocontróle, whereby affiliates 
own shares in their parent company, will be 
neutralised in 1991 when such shares lose 
their voting rights. That is embarrassing for 
Paribas: with Mixte, the amount it owns of 
itself would rise from 996 to 1496. 


E. БЫН с 
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SCIENCE AND TECHNOLOGY 


Alternatives to animals 


HE number of laboratory animals used 
in America and Britain has halved since 
its peak in the mid-1970s. Several chemical 
and drug companies are spending plenty of 
money on finding ways to cut down. A few, 
such as Avon and Revlon, have announced 
the closure of their animal-testing labora- 
` ıs. However, it seems that the decade- 
decline in animal experimentation 

is bottoming out. Why? 

The decline itself was caused by a 
range of factors. Some are economic and 
have to do with a fall in demand. Re- 
search establishments closed during the 
recession of the early 1980s. The number 
of cosmetics and pharmaceuticals devel- 
oped each year has dropped. And rising 
costs—a monkey can cost more than 
$2,000 to buy and $100 a week to 
keep—have led to cutbacks. 

Also, now that regulators insist that 
animals should be treated better, fewer 
are needed to spot biological effects. Sev- 
eral years ago it took 36 monkeys to de- 
termine whether there were any contami- 
nants that might wreck the nervous 
system in polio vaccine. Nowadays a sim- 
ilar job takes only 22. This drop is attrib- 
uted solely to the monkeys' well-being. 

There have been a few legislative re- 

ns affecting the use of laboratory ani- 

s. After years of review, the European 
Commission decided to abandon the 
LD50 test, which requires large numbers 
of animals to be killed to check whether a 
chemical is dangerous. Tests with small- 
er, non-lethal doses will now do. Few 
other reforms are on the agenda, except 
for replacing the Draize test (in which 
chemicals are tested for irritancy by drop- 
ping them into rabbits' eyes). This may be 
superseded by a test in which smaller, less 
irritating doses are placed at the edge of the 
eye. 
What of the alternatives to animals? In 
theory, plenty of basic biological research 
(which accounts for 4096 of animal experi- 
ments) can be conducted on cells rather 
than whole creatures. The explosion of 
knowledge in molecular biology, and new 
techniques such as laser fluorimetry (which 
can measure biological activity in a single 
cell) have helped improve the quality of data 
that can be collected from experiments done 
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on cells in test-tubes (in vitro). 
Neuropharmacologists used to study the 
effect of depressants or tranquillisers in 
whole animals. Now they study isolated syn- 
apses, the junctions between nerve cells, to 
measure the chemical and electrical signals 
that pass between them. Although an ani- 
mal must be killed to extract the synapses, 





one death provides many of them. 

More scientists would like to switch to 
the test-tube. They are hampered by the 
availability and expense of cell cultures to 
work on. Cells are usually cultured in a cock- 
tail of substances. The most effective of 
these seems to be foetal calf serum, which is 
costly, and involves the slaughter of calf em- 
bryos. Recently there have been worries 
about contamination with bovine spong- 
iform encephalopathy, an infectious disease 
first spotted in British cattle in 1986. There 
are big technical problems, too.’ Cultured 
human cells can quickly lose their charac- 
teristics and become “undifferentiated”. 





Over the past decade several “growth 


factors", which help cells grow in dishes, 
have been discovered in human serum and 
other tissues. Synthetic substitutes are also. 
being developed, but progress is slow. Calf | 
serum is a complex mix of ingredients and — 


nobody is sure what all of them are. Scien- _ 


tists think it will be some time before they 
find a cocktail that supports whole differen- 
tiated human cells. 

Although computers and in vitro 
screening are increasingly used to pick out 


new drugs, animal alternatives have yet to _ 


gain wide acceptance. The alternatives ac _ 


count for perhaps 5% of pre-clinical drug — 


testing. Pre-clinical tests, which account for 
25-30% of the animal toll, are chose con- 
ducted before a drug is tested on people. 


Regulators have been slow to recoge 


nise in vitro tests. Only two have been 
approved: the Ames test, which uses bac- 
terial cells to determine the cancer-caus- 
ing potential of a chemical by measuring 
its ability to cause genetic damage; and. 
the mammalian cell test, which does 
much the same in Chinese hamster cells. _ 
Both have been around for more than a 
decade and are anyway used only in con- 
junction with conventional animal tests. 


A 


Several new test-tube methods have | 


been developed. Tissue cultures contain- 


ing the kind of cell found in the skin can — 


screen for drugs that might cause aller- 
gies. There are tests which look at dis- 
persed embryonic cells and how they re 


associate in the presence of chemicals — 


suspected of causing birth defects. In- 


stead of injecting chemicals into rabbits _ 


and taking their temperatures, the po- 
tential of a chemical for causing fever can 
be monitored by looking at how crab's 
blood coagulates. 

None of these tests is foolproof. In a 
recent international trial, the perfor- 
mance of a range of known and un- 
known carcinogens was measured by the 
Ames test and compared with data from 

animals and people. The Ames test agreed 
with the human and animal standards only 
6096 of the time. And in vitro tests for dam- 


age to foetuses will not identify trypan | 


blue—a dye used for research on cells— as 
dangerous because it interferes with the flow | 
of nutrients along the placenta, not with the 
foetus itself. 

Still, several scientific and regulatory 
hurdles may yet be leaped successfully. Re- 
cent work in genetic engineering is provid- 
ing new ways to develop alternative tests (see 
box on next page). More immediately, ani- 
mal suffering could be reduced if regulators 
changed their ways. They argue that alterna- 
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ENSING a new market, several bio- 

technology firms have set up to find 
alternatives to conventional animal tests. 
They aim to do several things: develop 
better test-tube (in vitro) techniques that 
help reduce the number of animals used; 
replace primates and other higher animals 
with smaller, less intelligent and costly 
ones; and create better animal models of 
human disease. 

Standard in vitro tests for cancer-caus- 
ing substances fail on two counts. They 
measure only the genetic damage caused; 


_ yet chemicals can promote tumour growth 


indirectly as well. And they look for 
changes in growth patterns of mutated 
cells, which can be tricky. 

Transgenic Sciences, of Worcester in 


} Massachusetts, believes it has a better 


way. Two genes, called lac 1 and beta- 


| galactosidase, are engineered separately 


into mammal cells. When the cells are ex- 
posed to cancer-causing agents, including 
those that make cells more susceptible to 
getting cancer rather than directly causing 
genetic damage, the DNA in the cells re- 
arranges itself so that the lac I and beta- 
galactosidase genes are shifted closer to- 


` gether. The lac I gene then switches on 
| the beta-galactosidase gene, which pro- 


` duces a protein causing cells to turn blue. 
` The Transgenics test is accurate 80% of 


| If you haven't got a chimp... 





Checking out the opposition 


the time, compared with 6096 for the 
usual techniques. And it costs about 
$10,000 for each chemical tested, making 
it much cheaper than animal testing. 

New animal models, which mimic hu- 
man diseases, are being made. Take AIDS. 
Some 55 companies have developed 67 
potential AIDS treatments. Progress in 
determining their efficacy and safety has 
been slow because they can be tested only 
on chimpanzees. Other animals do not 
have CD4 receptors on the surfaces of their 
cells, which the HIV virus needs in order to 
infect them. In the past year or so mice 
and rabbits susceptible to AIDS have been 
created, in four ways: 

e Scientists at the National Institutes of 





+ 


tives must be compared to a “gold stan- 
lard”, and that animals are closer to people 


from refinements of old technologies rather 
than from radically new ones. 
Magnetic memory disks have four main 





Health in Bethesda, Maryland, put sev- 


eral copies of the genes coding for the 
complete AIDS virus into mouse embryos 
in vitro. The embryos were implanted into 
surrogate-mother mice. Some of the first- 
generation were sickly and some in the 
next had AIDS symptoms. 

e Transgenic Sciences is engineering the 
CD4 gene into rabbits, which are then in- 
fected with AIDS. The company hopes to 
start screening for drugs that act by block- 
ing the CD4 receptor and so stop the pro- 
gression of the disease. 

ө Dr Mike McCune, now at SyStemix in 
San Francisco, discovered that an inbred 
strain of mice known as SCID, which has a 
defective immune system, could be forced 
to accept transplants of human tissue. Hu- 
man thymus and lymph nodes have been 
put in the mice, which then develop a hu- 
man-like immune system. They can then 
be infected with AIDS. 

@ One flaw in this approach is that human 
immune reactions are unstable in the 
mouse. This is because the SCID mouse 
still carries remnants of its own immune 
system, which recognise human tissue as 
foreign and attack it. 

That is why GenPharm Interna- 
tional in San Francisco is trying to make 
genetically engineered mice with defective 
immune systems. Two or three key genes 
of the mouse’s immune system are 
blocked, effectively preventing its 
development. 





the crystals in part of the circuit are oriented 
to “north”, that counts as “1”; south 
counts as “0”. Also like a magnet, the new 


ган a handful of cells in a dish. But, іп gen- 
eral, animal tests yield false negatives (haz- 
ardous chemicals are passed) and false 
positives (safe chemicals get turned down) 
almost as often as test-tube work. And there 
are countless examples in which chemicals 
perform differently in animals and people. 
Practolol, a heart drug, made people—but 
‘not any known test animal—go blind. If ani- 
‘mal tests are not perfect, why should regula- 
tors insist that the alternatives are? 


chip stays in the same state even when the 
power is switched off. It is therefore good for 
permanent storage. But it has proved diffi- 
cult to make in the right quantities and ^ 
the right prices. 

Researchers are now finding ways to get 
round the volatility of traditional semi- 
conductors. In May, Digital Equipment 
(DEC), an American computer firm, 
launched a "silicon disk-drive" for its range 
of VAX computers. The drive is a box of 
computer chips which can store 120 
megabytes of information, and automati- 
cally makes back-up copies of information in 
case power is cut off. Its quicker reading and 
writing speed, says DEC, allows a computer 
to run financial-trading software five times 
faster than a normal disk-drive. But it comes 
in a cabinet five feet high, and costs 


drawbacks: their size; their appetite for 
power; the slowness with which they read 
and write information; and their limited 
lifespans. In the end, all these boil down to 
one thing: disk drives are mechanical and 
have all the drawbacks of mechanical things. 

The memory chips that computers use 
to store information temporarily suffer from 
none of these. A random-access (RAM) chip 
works by charging a capacitor—counting a 
charged capacitor as “1” and an uncharged 
one as “0”. (Information in a computer is 
held in the form of a string of ones and ze- 
ros.) But when power is switched off, the 
stored information is lost. In the chip which 
is most easily miniaturised (the dynamic 


A lapful of 
КЁ | RAM or “DRAM”’), the circuit also leaks, and 
memories has to be "refreshed" hundreds of times 


n each second. That is why DRAMs have so far 





Non-magnetic computer memory 


NE day the whirring and clicking will 
have to stop. The "floppy" (remov- 


able) and hard (fixed) disks on which per- 


sonal computers keep their memories will 


_ surely be phased out in time. It may be soon 


that the serious competition starts. Surpris- 
ingly, the threat to disks is coming mainly 
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ore 


been used only for temporary storage. 

In 1988 the semiconductor industry was 
intrigued by a new kind of memory circuit, 
called a "ferro-electric" RAM, made of lead 
zirconate titanate (PZT). This works by 
changing the crystal structure of the PZT in 
the same way that the structure of a piece of 
iron changes when it is magnetised. When 


$110,000—20 times more than a compara- 
ble disk system. 

The high price is only partly due to the 
newness of the idea; making integrated cir- 
cuits is a far more difficult business than the 
continuous process of coating plastic with 
magnetic material to make traditional disks. 
Silicon memory is unlikely ever to be as 
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cheap as magnetic memory. 

Yet there is one big market in which 
buyers might be prepared to pay more for 
higher speeds, smaller size and lower power 
consumption: laptop computers. Poqet, an 
American company partly owned by Japan's 
Fujitsu, is selling a computer that weighs 
about a pound and stores information on an 
integrated-circuit (IC) memory card (a box 
the size ofa credit card, though a bit thicker, 
which contains memory chips and can be 
plugged in and out of a computer). It can 
run off two batteries for an unheard-of 100 
hours at a time. 

Nevertheless, Poget’s 1С card, and the 
one used in two other laptops—one sold in 
America by the Japanese firm NEC and an- 
other sold in Japan by Toshiba—toses all its 
information when it is unplugged from the 
computer. Toshiba is now working on an IC 
card that would not suffer from this disad- 

tage. It is developing a DRAM memory 

1, with five times the capacity of a normal 
floppy disk, which contains not only chips 


but also a battery and controller that 
organises the refreshing of the DRAMs at the 
right interval. This means it will be able to 
be removed from the computer. 

Unfortunately, Toshiba's most inde- 
pendent card can survive only for two or 
three hours away from a computer. It does 
not yet have a rechargeable battery small 
enough to fit inside the card. If all else fails, 
Toshiba is considering selling a battery the 
size of a cigarette pack into which the card 
could be inserted and then safely carried 
around for a week or so. Micron Technol- 
ogies, a leading American memory maker, is 
working on a similar idea. 

Because part of the point of floppy disks 
is that they can be removed and left around 
indefinitely, IC cards are unlikely to replace 
them in the next few years. They are more 
likely to be competitors for small-capacity 
hard-disk drives. The sort of card that Japa- 
nese firms will be making can accommodate 
up to 32 megabytes of memory—a thor- 
oughly respectable amount for a hard disk. 





Global warming 
Or perhaps not 


CAMBRIDGE, MASSACHUSETTS 
MSS scientists are quick to point out 


that—odd as it may seem—not much 
follows from the fact that the 1980s were the 
hottest decade of the century. A decade is 
too short a stretch to find out whether or 
not the world is getting warmer, let alone 
whether that warming is caused by man and 
his "greenhouse" gases. But it is received 
wisdom that the average temperature of the 
globe has increased by between 0.5°C and 
0.7°C since the turn of the century (or, ac- 
cording to some, since the 1860s). That wis- 

m has now been called into question. 

A half-a-degree rise dovetails neatly with 
the current understanding of how green- 
house gases, such as carbon dioxide, heat up 
the earth. According to theory, there should 
have been a global warming of somewhere 
between 0.3°C and 1.1°C over the past 100 
years. The measurements seem to agree; but 
they are derived largely from weather sta- 
tions on land, and two-thirds of the globe is 
ocean. A team from the Massachusetts Insti- 
tute of Technology (міт) and Britain's Mete- 
orological Office thinks the seas may tell a 
different story. 

Since the middle of the nineteenth cen- 
tury sea-captains from all countries have du- 
tifully measured air and water temperatures, 
using standard equipment, and have passed 
their findings on to the Meteorological Of- 
fice and other weather services. Those data, 
from 1856 to 1986, have now been collated 
and analysed for a "Global Ocean Surface 
Temperature Atlas”, which has been passed 
for publication by the Mir Press (though it 
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will be published by HMso in Britain, which 
offered to produce it more cheaply), Dr 
Reginald Newell, of Mrr’s Department of 
Earth, Atmospheric and Planetary Sciences, 
says the data suggest that the earth has 
warmed by just 0.2°C over the past century. 
That is within the margin of error for such 
cori ae so it may mean no warming 
at all. 

Dr Newell thinks that the data on which 
the conventional wisdom is based are biased 
by the fact that so many of the measure- 
ments were made near urban areas, which 
tend to be warmer. But the sea measure- 


Hardly a precision instrument 


SCIENCE AND TECHNOLOGY 


ments are dicey too, especially the older 
ones. Before the 1940s the buckets used to 
collect sea-water were made of canvas, which 
could be warmed or cooled by the elements 
as the buckets were brought up on ship. 
However, Dr Christopher Folland of the _ 
Meterological Office and Dr Jane Hsiung of 
MIT have tried to take that into account. 

The data have had to be corrected in 
other ways, too. When volcanoes erupt they 
throw dust and gases into the atmosphere, 
which cool the air and sea by darkening the 
sky. The team thinks it has managed to take 
this into account, using records from sun- 
shine recorders which burnt a track in a pa- 
per card to show how long the sun was up. 
Then there is the troublesome El Nino- 
Southern Oscillation. This is a periodic set 
of air and ocean currents that disturb tropi- 
cal temperatures. Taking all this on board, 
the team reaches its figure of 0.2°C. 

In a further piece of work, published in 
Geophysical Research Letters in April, two 
members of the MIT team and a statistician 
colleague looked at a roughly 22-year pat- 
tern of cooling and warming that weaves 
through the ocean-temperature readings. 
The 22-year cycle might be caused by 
changes in the sun’s magnetic field. When 
they cancelled out that and all similar long- 
term cycles, they found "no appreciable” 
rise or fall in temperatures at all. 

Naturally, that does not end the matter. 
Dr Tom Wigley of the University of East 
Anglia's Climatic Research Unit, which is 
the main source of the received wisdom, 
stands by his data. He argues that the land 
data do adequately take urbanisation into 
account, and disagrees with the міт team's 
interpretation of the early ocean measure- 
ments. The question of whether or not there 
has yet been any global warming now seems 
to depend on some unanswerable questions 
about the construction of nineteenth-cen- 
tury buckets. 
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BOOKS AND ARTS 


Shakespeare and company 


DISCOVERING SHAKESPEARE. By A.L. Rowse. Weidenfeld & Nicolson; 135 pages; £13.50 
REINVENTING SHAKESPEARE. By Gary Taylor. Weidenfeld & Nicolson; 411 pages; $29.95 


FN LITERARY criticism, there is no fiercer 
battleground than Shakespeare. No 
other author arouses so much passion or vit- 
riol, and these books, the latest on the sub- 
, ate full of both. They are also barely- 
ш ей promotional endeavours. A.L. 
Rowse is eager to draw attention to “The 
Contemporary Shakespeare", his own mod- 
ernised version of the works; Gary Taylor, 
the man who discovered a dreadful "lost 
sonnet" last year, is a co-editor of the new 
Oxford Shakespeare. 

Mr Taylor is pretty restrained about Mr 
Rowse, offering only the guarded comment 
that "the problems of modernising resemble 
those of translation." Mr Rowse, a man who 
likes to call a spade a shovel, is less reticent 
about Mr Taylor. Should the reader put his 
trust, he asks, in a man who says that 
"Henry V" is of no interest to anyone who 
disapproves of war? “I fear that such treat- 
ment of...Shakespeare's work hardly 
bodes well for the Oxford Shakespeare," 


Мг Rowse concludes with undisguised 


satisfaction. 
For such faint barbs Mr Taylor may 
count himself lucky. "Discovering Shake- 
sare” may not reveal much about the 
&-ywright, but it vividly displays Mr 
Rowse's wrath at not being sufficiently es- 
teemed by the Shakespearean academic 
establishment. Is he not “the leading scholar 
of the Elizabethan age?" (page 161). And 
isn't the fact that he is always right borne 
out by his alertness, unique in England, to 
i danger of Hitler in the 1930s? (page 

155). 

Mr Rowse is not, of course, the first 
с writer to have lashed out at his tormentors. 
5 Pope did it rather well in "The Dunciad”: 
but even Pope may not have had Mr 
.. Rowse’s encyclopedic memory for slights. 
Те anonymous writer who, many years 
ago, described Mr Rowse's life of Shake- 
speare as "a fat, bad book" has been un- 
earthed and triumphantly disqualified as a 
critic, He was "just a reviewer of other peo- 
ple's work", a man who "lived somewhere 
in the suburbs of Oxford near the railway 
_ station." Michael Foot, who failed to praise, 
"is "just a politician. (Not a very good politi- 
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‚ cian at that.) Evidently, this is. not the Mi- 


chael Foot who has written so well on Haz- 
litt and Lord Byron. Veronica Wedgewood 
gets her comeuppance for failing to rally to 
the support of Emilia Bassano, the Dark 
Lady identified by Mr Rowse as the two-time 
ing mistress of Shakespeare and his patron; 
didn't G.M. Trevelyan tell Mr Rowse that 
they both knew her for “ап historian of the 
second rank"? 





If Mr Rowse is a little harsh about those 
who have carped at him, he is notably kind 
to critics who have shown a proper respect 
for his work. Happy Christopher Sykes (“а 
real writer") who sprang to his defence, and 
happier still Sidney Fisher, whose private 
letter to Mr Rowse is proudly quoted: “With 
a single bound you have put yourself at a 
great distance ahead of everyone else who 
has written on Shakespeare, biographers 
and critics alike.” 

The reader hoping to broaden his 
knowledge of the playwright rather than his 
critics is not much better off with Mr Taylor. 
In “Reinventing Shakespeare", too, superi- 




















ority turns out to be the theme. Mr КӨ 
feels himself superior to his conte 
Mr Taylor does not trouble to c 
fact that he also considers himself suy 
to his subject, The Shakespeare he sets 
fore us is a stupid man, “a mere techiici 
of language”, a verbocrat in the literary 
erarchy. His characters are feeble stere 
types created in the pantomime style of | 
medieval drama, his views the mere 
squawkings of conventional beliefs ai 
opinions. Let us not delude ourselves, sa 
Mr Taylor, into thinking we enjoy th 
on an intellectual level; our response i 
of mindless pleasure in incomprelier 
language, "Shakesperotics", as Mr T 
calls it. 

These arresting announcements sl 
not be taken too seriously. If Mr 7 
really felt such contempt for Shakespeat 
he would surely not have spent the last nin 
years co-editing what aims to be 
most historically authentic present 
tion of his plays. Being provocativ 
as Mr Taylor is perfectly aware, gets 
writer noticed. Respectful schola 
ship does not. 

The admirable intention of " 
inventing Shakespeare" is to 0 
the reader a panoramic survey of 
last four centuries of Shakespearea 
criticism. Mr Taylor's mistake, a 
non-historian, is to try to relate liter 
ture to historical events. A tableau 
the French Revolution in late. eigl 
teenth-century England is. offered: as 
an example of Shakespeare's. ap 
proach to the history plays. A clum 
presentation of Victorian criticism 
an old-fashioned novel complete: 
coy headings ("In which our. 
meets an extraordinary figure") i 
tified by the curious assertion 
history and literature "contamin 
one another”. Far too often; Mr. 
lor descends to silliness in his.de 
to grab attention. Is the reader rea 
meant to believe that the English Ro 
tics, Coleridge, Byron, Keats and the oth 
achieved only "a set of scribblings on the: 
riphery of past literary history” be 
failed to confront Shakespeare di 

Lively ideas are always to be wele 
But the most persuasive of Mr Тиз 
tions are not new: Arnold Hauser, тшеп 
tioned in the index, advanced thers 30 ye 
ago in "The Social History of Ar". Thos 
Mann praised Hauser for "the best pape 
that I have ever read about the complex i 
ture of the man of genius," Would thar thar. 
man appeared in either of these books. 



















































Mr Pilzer’s book, however, lies not in the 
details of what went wrong. He. argues that 
the thrift mess has taken a moral toll on the 
spirit of saving (thrift, indeed) that built 
America, the land of the immigrant. He 
highlights this by describing the beginnings 
of the thrift industry in the mutual savings 
banks, which were born of nineteenth cen- 
tury friendly societies and which provided as 
safe a harbour as any for millions of immi- 
grants’ precious savings. It is a sad irony that 
such a financial mess was spawned from 
these noble origins. It is also an awful per- 
version of the American dream. 


lost it, Uncle Sam ate the loss. |. ^ — . 

Mr Pilzer correctly observes that the: 
only way to prevent a repeat performance is 
to reform deposit insurance, a topic not 
even addressed in President George Bush’s 
thrift plan. His book has a worthwhile sec- 
tion on how federal deposit insurance be- 
came law in the 1930s and how President 
Franklin D. Roosevelt opposed it, claiming 
that “The weak banks will pull down the 
strong." FDR, not a friend of the big banks, 
understood what should be obvious: that if 
the discipline of loss is taken out of banking, 
it invites financial disaster. 










OTHER Peopte’s Money. By Paul Zane 
Piber with Robert Deitz. Simon & Schuster; 
269 pages; $18.95 


O ANYONE who has been watching 
closely, the unravelling of America's 
savings and loan (thrift) crisis has been al- 

























































‘most surreal. The losses, currently estimated 
at $300 billion over 30 years, may be of epic 
Oportions, perhaps the single biggest 
sacetime financial loss ever suffered by 
merican taxpayers. Nor is the crisis over 
. A national recession and/or a national 
ne in house prices could easily double 
iple the cost of bailing out the thrift in- 
игу. Without being over-alarmist, it is 
ssible to talk about the thrifts becoming a 
Шон problem. Yet it is not a subject 
hat inflames the dinner tables of the land. 

Because both political parties had been 
qually culpable in their neglect, the crisis 
ignored by both candidates in the 1988 
residential campaign. It became a topic for 
liscussion only when the Bush administra- 
hı chose to make it one. The second rea- 
n for indifference is that the federal gov- 
iment, which means the taxpayer, has 
iderwritten all the losses. Thanks to this 
lank cheque, quaintly but inaccurately 
‘nown as deposit insurance, few of those re- 
iponsible have suffered pain. The billions 
iow being borrowed by the government to 
зу for bailing out the thrifts are being used 
t to pay for consumption or investment, 
yut to make good losses that have already 
occurred. Far from stimulating the econ- 
my, they are putting a crushing burden 


. The thrift crisis has now spawned а few 
books, most of which concentrate on the 
raft and sleeze factors and superficially 
Мате “deregulation” for the crisis. Paul 
Pilzer’s is by far the best analysis. A self- 
de property millionaire based in Dallas, 
well as an adjunct professor of finance at 
New York University, he saw the size of the 
roblem at first hand long before it became 
- headline news. As. a sophisticated financial 
Observer, he understood that the blame lay 
not merely with Reagan-stye deregulation, 
but with the fact that Congress had deregu- 
ated only one side of the thrifts’ balance 
sheets. They were given great freedom on 
: the asset side in the sorts of loans they could 
make or securities they could buy, while the 
- risk of loss on the liabilities side, to those 
- who had provided deposits, remained un- 
* derwritten by the federal government. The 
"result was a franchise tailor-made for gam- 
blers and fraudsters. If they made money, 
thrift owners collected the profits. If they 
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The single most important message of 








Copied by Van Gogh 


LTHOUGH the Japanese taste for 
impressionists and post-impression- 

ists, particularly Van Gogh, is firmly es- 
tablished in the sales rooms of the world, 
much less is known about the part played 
by Japanese ukiyo-e prints in the revolu- 
tion that produced modern French 
painting. When the prints began to ap- 
pear in mid-nineteenth century Europe, 
artists were amazed at their bright, bold 
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and vitality, mass-produced for non-aris- 
tocratic collectors. Upper-class buyer. 
scorned it, and the first examples arrivec 
in Europe as mere wrapping paper for 
worthier Japanese products. 

Hokusai was the epitome of the 
ukiyo-e artists, plebeian in origin, tireless 
in output. He turned his hand to paint- 
ing, book illustration, instruction man- 
uals and the full gamut of print motifs, 
from winsome animals to 
full frontal nudes. From his 
apprentice days to his death 
in 1849, when. he was 89, he 
constantly altered and re- 
fined his style, proclaiming 
each new stage by adopting 
a new name. By the end of 
his life he is said to have 
signed himself 30 different 
ways. He also once declared 
that he had lived at 93 dif- 
ferent addresses. 

His transient outlook 
seems appropriate to the ca- 
sual, dispensable view the 
Japanese took of his art. Yet 








Art to be thrown away 


designs and daring compositions. In 
1888 Van Gogh wrote to his brother 
that he wanted “to see things with an eye 
more Japanese... The Japanese draw 
quickly, ...like a lightning: flash, be- 
cause their nerves are finer, their feeling 
simpler." 

In fact, as Richard Lane points out in 
his comprehensive study of Hokusai*, 
that style in turn owed something to Eu- 
ropean influence. Weary of the classical 
mode of rendering flora and fauna, pop- 
ular Japanese printmakers were inspired 
by western models to attempt a new real- 
ism. The result was a hybrid of charm 





*Hokusai: His Life and Work. Barrie & Jenkins; 320 
pages; £40. Dutton; $50 


throughout his career Ho- 

kusai pursued a vision of 
perfection, in which "each dot, each line 
shall have a life of its own”. His unique 
gifts were a sense of humanity absent 
from his brilliant but rather cold rival, 
Utamaro, and a monumentality new to 
Japanese art. These qualities were com- 
bined in the landscapes that are his mas- 
terpieces, particularly the famous studies 
of Mount Fuji and the "Great Wave" 
that was said to have inspired Debussy's 
“La Mer". They were products of the 
great achievement of Hokusai’s last 
years, justifying the final name he chose 


for himself, “Old man mad with Paint- .| 


ing”. It is fitting that his artistic madness 
should have fired the creative passion of 
Van Gogh, and that the results should 
have found their way back to Japan. 
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to improve your communication with Germany, have a word with the Deutsche Bundespost. 













"Tell him to call back in three laps." 


Always being reachable isn't just nice, it's also very useful. This is especially true for business 


assocíates who have to communicate across national and time zone boundaries. If you want 


They have the most up-to-date know-how, nationwide networks and advanced communi- 
cations services available. Whether it's Text or Data Communication, Videoconference, ISDN or 
optical fibre technology, today and in the future the Deutsche Bundespost is the right partner 
for companies dependent on communication across boundaries. For further information 
please contact: Deutsche Bundespost, P.O. Box 1190, D-6600 Saarbrücken, Federal Republic 


of Germany. Telephone: ++ 496151834641. We're removing old barriers to cooperation. 


X Deutsche Bundespost 






"TE: 


Y 
mr 


“The real excitement in deep sea fishing is in the waiting." 
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REMY MARTIN XO 


Exclusively Fine Champagne Cognac 


Only cagnar made from granes огожо ip Cogpar $ hyn hest regions is entitled to he called Fine Chamnaene I") 











The Peninsula Group Reservation Centre, Hong Kong 
Tel: (5) 8407722 Fax: (8) 8455508 


The Manila Peninsula 
Tel: (2) 8193456 Fax: (2) B154825 


THE 
PENINSULA 
GROUP 
Шу, "s Ff. (SRS) 
Preferred Hotels Worldwide Steigenberger Reservation Service 



























Newly Published: 
International 
Accounting and 
Auditing Trends 


















A comprehensive two-volume study (1,332 pages}, © : 
including: | 





International Auditing Trends 


e Analysis of the Global Network of the Offices of 
International Accounting Firms 


• Global List and Analysis of 16,000 Clients 
Audited by International Accounting Firms in 
46 Countries 









* How to Undertake Competitive Analysis Among 
International Accounting Firms: issues 
and Answers 







e Analysis of Audit Fees in 9 Countries 


International Accounting Trends 
e Accounting Standards in Practice in 24 Countries 






e Trends. іп Financial Statements of Banks and 
Insurance Companies in 22 Countries 





• How to Analyze international Annual Reports: 
Issues and Answers 





e Sample Annual Reports for Multinational 
Corporations d 






* Lexicon of 600 Accounting Terms in 8 
Languages with English Transiation 









_ — 





Send us . Copies of International Accounting 
and Auditing Trends at US $295.00 per copy (plus $10 
shipping in North America, $40 outside North America). 









D Check enclosed D Send an invoice 







Name 





Title/Department ten E 










Firm 









Address -— 





City PRENNE m 










State 











Country 









Center for international 
Financial Analysis and Research, Inc. 
601 Ewing Street, Princeton, New Jersey 08540 USA 


Phone: (609) 921-0910 Fax: (609) 921-0216 






HEN you first handle a Patek Philippe, you 
become aware that this watch has the presence 
of an object of rare perfection. 
We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. 
We made this watch for 
you -to be part of your | 
life — simply because this | 
is the way weve always 
made watches. 
And if we may draw a con- 
dusion from five genera- 
tions of experience, it will 
be this: choose once but 
choose well. 
A Patek Philippe - 
because it's for a lifetime. 





Patek Philippe S.A. esee" 
4], rue du Rhone - 1211 Geneva 3 - Switzerland 
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А Pole reports 


Dust or THE Saints. By Radek Sikorski. 
Chatto and Windus; 274 pages; £14.95 


EFORE the Soviet withdrawal, the Af- 

ghan war was a journalist's nightmare. 
To get near the fighting could require days 
of laborious desert walking, tolerance for 
amoebic water and thin food, and a unique 
ability to survive constant helicopter at- 
tacks, bombing, landmines, and even 
booby-trapped food supplies conveniently 
left by the roadside. In “Dust of the Saints”, 
Radek Sikorski writes that “such news as 
came through read like dispatches from a re- 
mote overseas outpost before the days of the 
telegraph.” 

With an eye to improving the coverage, 
ikorski set off in the spring of 1987 for 
abled Muslim city of Herat, in the 

northwest heart of Soviet-occupied АЁ 
ghanistan. His book is not so much a war 
report as one man’s account of his journey 
through a war zone. Fifteenth-century Herat 
was among the world’s most civilised cities; 
twentieth-century Herat was the site of an 
anti-Soviet uprising which, in March 1979, 
left thousands of ‘Afghans dead in the city 
and surrounding provinces. When Mr Si- 
korski arrived, he found the occupied city 
under siege by the rebels and most of its 
architectural monuments destroyed. Wit- 
nesses told him at first hand how they had 
gradually been driven from dislike of the So- 
viet occupiers to outright war. 

The Mujaheddin’s pre-modern lifestyle 
actually helped them drive out a technically 
superior power. Their disorganisation, as 
Mr Sikorski points out, made it difficult for 
Soviet troops to plan offensives against 
them; despite a vast spy network, bombs al- 

's seemed to fall in the camps where the 
guerrillas had spent the night before. Ameri- 
can-supplied Stinger missiles, whose arrival 
in Afghanistan Mr Sikorski was the first to 
record, helped too. With one $60,000 porta- 
ble Stinger, a rebel on horseback could de- 
stroy millions of roubles-worth of high-tech 
Russian aviation equipment. 

use there were so few western jour- 

nalists in Afghanistan, the West was kept ig- 

norant of the shocking destruction inflicted 

by the Soviet army on civilians. In this book, 

Mr Sikorski's photographs speak as elo 

quently as his words. The most notable 

show the effects of bombs he saw fall on one 

women and children, petri- 

fied in | the dust of their own homes, sit 
immobilised like the corpses of Pompeii. 

As a Pole, Mr Sikorski does not hide his 
sympathy for the Mujaheddin, whom he 
originally intended to join; but even he can- 
not explain the meaning of their factional 
divisions, He saw the rebels at their moment 
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of greatest unity, during a leaders’ confer- 
ence in Sargah, where he found their reli- 
gious fervour both understandable and fa- 
miliar. “Tell any man that the faith of his 


ancestors, his morals and his daily customs 
are backward and useless, force him at 





Vaclav Havel, reluctant celebrity 


Playwright turns star 


PRAGUE 


VER the past ten days in Prague, the 
Magic Lantern theatre has been stag- 
ing the most exhilarating performance seen 
in the city since the crushing of the Prague 
Spring 21 years ago. Crowds gather outside 
in the freezing temperatures, but they are 
not waiting for tickets. What is taking place 
in the depths of this small experimental the- 
atre is a peaceful revolution, organised by 
writers, artists and playrights: and at centre 
stage is Vaclav Havel, one of the country's 
most celebrated dramatists, whose plays un- 
til recently were banned from the stage and 
whose shy face was rarely seen in public. 
Every day since November 19th this 
small, 54-year-old, chain-smoking man has 
been at the heart of the extraordinary 
"Revolution of the Theatre" which is 
sweeping across Czechoslovakia. Even to- 
day, however, he is uneasy about the charac- 
ter he plays. As he himself admits, he is no 
politician, and ill-equipped for political ma- 
noeuvres. Above all, he is unwilling to com- 
promise with an increasingly redundant and 
corrupt Communist party. Ever since Soviet 
tanks rolled into the streets of Prague on the 
night of August 21 1968, Mr Havel has be- 
come the guardian of the nation's con- 
science and spirit; but as he sits by the win- 
dow in his apartment, surrounded by green 
plants and walls of books, visited by an end- 
less stream of well-wishers, he feels increas- 
ingly pressurised to take on a role he does 
not want in the corridors of government. 
Mr Havel's apartment used to be visited 
frequently by the police (who must know ev- 
ery line he has ever written) in order to con- 
fiscate his papers and plays. “What makes 
my writing most difficult of all", he has said, 
. is the fear that the police will come and 
take away an uncompleted manuscript. That 
perennial scattering of copies in various apart- 
ments, hiding pages somewhere behind the fur- 
niture whenever the bell rings . . . is enough to 
e à man a neurotic and cripple him as an 
author. 


It was not only the unremitting police pres- 
sure and the spells in prison that disturbed 
him, however; it was the undermining of the 
deep Czech regard for quality and the worth 
of the individual. In 1974, for nine months, 
he worked in the Eastern Bohemian Brew- 
ery. His boss was "a person well-versed in 
the art of making beer, ... proud of his pro- 








gunpoint to adopt a way of life he has be 
taught to despise, and finally get a блеф n 
army to burn his village and kill his family if 
he resists—and the end-product should bea 
fanatic, in any age or country." Indeed, as in 

Poland, so in Afghanistan. | 
—— 








A 
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fession”; but as he struggled to improve the 

quality of the beer, the Communist party 
management became resentful. How dare - 
anybody criticise the party-controlled meth- - 
ods of work? The poor boss, by speaking the _ 
truth, had broken the rules and cast himself 


out. 4 
Ош of his experiences with beer- ak: E 
ing, Mr Havel—between writing plays—be- 
gan to formulate a political philosophy that 
is likely to become extremely infl E 
over the coming months. His ideas were 
spelt out in his seminal essay, “The Power of - 
the Powerless”, written in October 1978 - 
and circulated privately i in Czechoslovakia. 
Parts of this essay owe much to Т.С. Masa 
ryk, the country's first ا‎ усаг. As fellow 
humanists, Mr Havel both 
agreed that any ا‎ national pro- j 
gramme should be based on the idea of 
drobna prace, or small work: honest and re- 
sponsible work in widely different areas of 
life, which would stimulate national celis 
ity and national self-confidence. 
Mr Havel then took this idea one stage- 
further. Since Czechoslovakia had been 
scarred by communist rule, what was 
now was 
a new experience of being, a renewed ro 
ness in the universe, a newly grasped sense о 
‘higher responsibility’, a new-found inn 
responsibility to other people and to the h 
man community—these factors clearly indicat : 
the direction in which we must go. 
He himself has translated his elegant writ- ; 
ings into practice. A founding member о 
Charter 77, the country's first independent - 
human rights movement, he was always anx- 
ious that the movement should not become _ 
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BOOKS AND ARTS 


too intellectual or exclusive. As small and 
unofficial groups sprang out of nowhere af- 
ter 1987, Mr Havel spoke to all of them, en- 
couraged them and gave them strength. 
And when the students took to the streets 
on the night of November 17th, actors and 
writers, artists and singers, dramatists and 
directors all joined in, giving the students 
and Mr Havel a stage from which to speak. 

"If there is any brain behind our revolu- 
tion of the theatre, it is Havel”, his friends 
say. Catapulted into the limelight, the mod- 
est playwright already longs to retreat; but 
the public may not allow him to. 





Art and endism 


Mal de siécle 


NEW YORK 


N ENGLISH novelist, Angela Carter, 
sums the whole thing up nicely. "The 
fin”, Miss Carter tartly observes, “is coming 
early this siecle." Nowhere earlier than in 
the minds of contemporary art gallery own- 
ers and administrators in New York's SoHo, 
who are busy trying to pre-empt the event 
with some inspired crystal-gazing. A dozen 
years before the century's demise, its artistic 
obituary can already be read in the windows 
of every other gallery in Lower Manhattan. 

Taken as a whole, these windows are far 
from cheering. The theme seems to be what 
Suzanne Boettger, curator of "The Dark 
Sublime: Art at the End of our Century”, at 
the Scott Alan Gallery, refers to as “mani- 
festations of a centennial growing gloom”. 
That “growing gloom” is taken from 
Thomas Hardy, although Miss Boettger also 
invokes Longinus, Burke and something 
called a “dyadic antipode” in support of her 
claims. 

In practice, this crepuscular mood 
manifests itself in the form of dark, turbid, 
Turnerish pictures, often with underlying 
suggestions of the apocalypse. Cynthia 


PREPARE 


TO 


MEET 
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DOOM 





114 


When poets meet 


GRENOBLE 


Wit do poets do at a conference? 
If the latest gathering of French 
and American poets in Grenoble is any 
guide, they meet three times a day in a 
drab public library room that smells 
oddly of cooked asparagus. They eat 
three heavy meals a day, with surpris- 
ingly bad red wine. Local libraries wel- 
come them with windows full of anti- 
American, but poetic, texts: Sartre 
calling New York “the rudest city in the 
world", or Camus's description of it as 
“prison by day, pyre by night”. 

The week-long meeting was spon- 
sored by cREARC, a local arts centre. 
CREARC’s star is a 25-year-old public-rela- 
tions intern, Marc Criscuolo, who sur- 
vives on a salary of $300 a month. A wil- 
lowy dandy despite his poverty, Mr 
Criscuolo stunned the Alpine arts scene 
by choreographing and dancing the 
main role in a ballet about Marilyn Mon- 
roe. Mr Criscuolo had never seen Mari- 
lyn's films when he began his work; 
when Һе finally did, he was 
"disappointed". 

If Monroe was a letdown, few of the 
American poets were. Galway Kinnell 
was there, the Chuck Yeager of Ameri- 
can poetry, a man's man who has trans- 
lated Francois Villon. At his reading, Mr 
Kinnell established his masculine insou- 
ciance by doffing his tweed jacket and 
tossing it on to the filthy floor. He then 
recited, from memory, a poem about 
tearing the guts out of a bear. Other 





themes of nature came from a tiny group 
of American Indian poets, more appreci- 
ated by the French than by their con- 
fréres. A Frenchman asked one writer, 
only a fraction Indian, when he first be- 
gan to feel his racial ancestry. A raucous 
stage whisper could be heard: “When he 
started getting grants for it.” 

The women poets clearly enjoyed 
themselves. Diane Wakoski, a petite, 
grey-haired American poet, admitted to 
“a permanent sense of penis envy", to 
which her colleague on the dais, Carolyn 
Kizer (a winner of the Pulitzer Prize for 
her book of verse, Yin") yelled "Bull. 
shit!" and laughed uproariously. During 
a reading by a lesser American male poet, 
two prize-winning women writers giggled 
and passed notes like naughty school- 
girls. One note read, "I bet Diane 
Wakoski can't sit through this reading 
and still claim she's never been о] 
pressed by a тап.” 

All were moved by Miss Wakoski's 
reading of her poem, "The Father of My 
Country”, about her lovers, her father, 
and George Washington. When the po- 
em's emotional crescendo, Wagnerian in 
scale, had finished, a colleague, plainly 
impressed, wiped her eyes and said 
"Diane's always so full of self-pity. What 
a pain in the rear." 

Tired after so many readings and so 
many meals, the poets took the train 
back to Paris on November 23rd. Mr 
Criscuolo, ex-impersonator of Ms Mon- 
roe, stood on the platform and wept, 
waving a rolled-up poster of the festival 
that Miss Kizer had inscribed “То Marc, 








Knott's "Equinox" for example, features 
ghoulish dried fish from a Chinese super- 
market apparently swimming upwards from 
the depths of a black canvas sea. Whatever 
gloss one chooses to put on Miss Knott's 
forecast, it hardly seems optimistic. No less 
bleak is the view presented by "Romanti- 
cism Revisited" at the Barbara Fendrick 
Gallery, where the catalogue introduction 
speaks of “та! de siècle ennui . . . nature as 
nature morte." This exhibition features the 
works of self-styled "re-Romanticists", who 
in turn manifest their centennial growing 
gloom by painting Constable landscapes 
against a backdrop of oil refineries. 

An explanation of all this morbidity can 
be found on Broadway, in the Museum of 
Modern Art's exhibition "Strange Attrac- 





Correction 
An error was introduced into our lead review on 
Shakespearian criticism and we were unable, be- 


cause of printing schedules, to change it. Gary Tay- 
lor discovered his "lost lyric" (not a sonnet) in 
1985, not last year. Time flies. 











Beauty of Clothes, Beauty of Soul.” 


tors". The works in the show are all influ- 
enced by chaos theory, a recently-pror 
gated scientific fashion that rej 
traditional ideas of natural order as sym- 
metrical and deterministic. (Chaos art is 
typically made by a process over which the 
artist has no ultimate control: hence Dave 
Bradshaw's composition "Spent Bullets", in 
which the bullets lie where the gun, rather 
than Mr Bradshaw, fired them.) Since na- 
ture, in the last quarter of the century, is hit- 
ting back at science with unstoppable vi- 
ruses, earthquakes and hurricanes, it is 
apparent (as at the end of the eighteenth 
century) that the divine watchmaker is dead; 
nature is a nasty, treacherous thing, and it is 
up to artists to cry foul. 

This, according to SoHo's arbiters of 
America’s avant-garde, is what they are do- 
ing in their various exhibitions. A cynical 
observer might say that they have stumbled 
on a useful marketing tool, and are now fall- 
ing over each other in the rush to stake the 
first claim. 
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MASTER > 
IN BUSINESS 
ADMINISTRATION 








es IN INTERNATI ONAL 
ECONOMICS AND MANAGEMENT 





To become. a Master means to become a creative and 
concrete decision maker and to confront successfully the 
complex tasks that face managers each day. 


During the Master Programs at SDA Bocconi, one of 
Europe’s leading business schools, you will spend your 
time in exciting classroom work with a top-rate and 
international faculty. 

Teaching is based on active methods such as case 
studies, role playing, business games, simulations and 
field projects. 


To participate in the Master Programs you must be young 
and ready to experience a stage of your career growth. | 
Admission requirements include a university degree in d 
field. 
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an 
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А Please, | would like to receive further information concerning 
^ [1 MBA - MASTER IN BUSINESS ADMINISTRATION 
SDA BOCCONI [1 MIEM - MASTER IN INTERNATIONAL ECONOMICS 
SCUOLA DI DIREZIONE AZIENDALE AND MANAGEMENT : 
DELL'UNIVERSITÀ LUIGI BOCCONI! | Surname and. Name ИЕН aE NIRE BLE ONSEN E Ree een rene PRT 


ү Address a TUN id 





MILAN-ITALY 
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'PENNSTATE TUCK 
4 EXECUTIVE PROGRAMS EXECUTIVE 
310 Business Administration Building 
The Pennsylvania State University PROGRAMS isi 


University Park, PA 16802 
Phone (814) 865-3435 FAX (814) 865-3372 
Telex: 910-240-5959 


"UPCOMING PROGRAMS 

LI EXECUTIVE MANAGEMENT PROGRAM 
* January 14 ~ February 9, 1990 
e June 3 ~ 29, 1990 

* July 15 ~ August 10, 1990 


TUCK 
AT DART MOTH 
TUCK EXECUTIVE PROGRAM 
JULY 8 - AUGUST 3, 1990 ` 


A four-week senior general management program 
that focuses on strategy formulation and 













* September to December, 1990 (one week each month) implementation. 
] ENGINEER/SCIENTIST AS MANAGER PROGRAM TUCK MARKETING STRATEGY 
e February 18 ~ March 2, 1990 PROGRAM 






SOSA ec в AUGUST 12 - 17, 1990 






1 PHYSICAL DISTRIBUTION AND MATERIALS MANAGEMENT 
February 11 - 23, 1990 STRATEGIC COST ACCOUNTING 


AND CONTROL PROGRAM 
SEPTEMBER 9 - 12, 1990 






] INDUSTRIAL SALES MANAGEMENT PROGRAM 
March 18 — 23, 1990 







С FINANCIAL CONCEPTS FOR GENERAL MANAGEMENT 
April 8 - 13, 1990 





FOR INFORMATION CONTACT: 
Tuck Executive Programs 

Amos Tuck School 

Dartmouth College 

Hanover, NH 03755 

603-646-2839 or FAX: 603-646-1308 





NAME TITLE 









"COMPANY 










chromatin tne 
ADDRESS TELEPHONE/FAX/TELEX 
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Crealing "—- 
Strategic Advantage 11-15 June 1990 


Today's successful companies are the ones that have learned how to get their Strategy right. They 
understand and build on their strengths, they know with whom they wish to compete, and they have 
effective mechanisms for establishing their priorities. They act to create strategic advantage. 


The Competitive | 
Human i 
Resources | 







H 
H 














Strategic 
Advantage 





Ref: M620 
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:XECUTIVE 


: GRAHAM SCHOOL OF MANAGEMENT 


NT-XAVIER COLLEGE / UNIVERSITY 
CHICAGO | 


W Offers its Master of Business 
Administration in Paris 


* Evening classes € Week-end classes 


W For professionals 
with an undergraduate degree 


W Winter classes begin: 15 January 1990 


W Financial aid is available 


FOR FURTHER INFORMATION-CALL 


(1)42.66.66.82 


IEMI/SAINT-XAVIER College University 
71, rue du Fg-St-Honoré-75008 PARIS 


EXECUTIVE 
HOTEL MANAGEMENT 
DIPLOMA 


For an international management career 


training 


DAY COURSES / EVENING Sate 
Admi ‹ 


(1)42.66.66.82 
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“Name .. 1 1 1. ie e 


Майпо Address __ 


Executive Programs 
The University of Virginia 


General Management 

The Executive Program '90 - June 3-July 13, 1990. 

O Managing Critical Resources - Charlottesville, Virgini 
Feb. 12-23, 1990 » May 21-Јипе 1, 1990 + July 23-Aug. 

O Managing Critical Resources - Cambridge, England — 
June 11 -22, 1990 

CI Management Program in Australia = June 24. “duly 6, 1980 

O Young Managers’ Program - March 11-30, 1890 


Leadership and Managing People 
C] Creating the Future: The Challenge of Transformational 
Leadership - Apri! 8-11, 1990 
C Creating the High-Performance Workplace - March 4-9, 1980 
Cl Leadership for Extraordinary. Performance: | 
June 5-8, 1990 • 5$ерї 9-12, 1990 + Dec. 5-12, 1990 
O Managing Organizational and Individual Change 
May 8-11, 1990 * Sept. 4-7, 1990 
п Power and Leadership - Oct. 8-11, 1890 


Financial E 

© Corporate Finance for Commercial Bankers - Feb; 11-16, 19 

Û Financial Management for Non-Financial Managers | 
Jan. 21-26, 1990 • April 8-13, 1990 - Sept. 23-28. 1990 


Manufacturing 

C Global Manufacturing Competition - March 4-9, 1990 

2 Innovation and Technology Management - Oct. 14-19, 1990 
O Manufacturing Management Program - April 22-May 4, 7990 


Marketing and Sales | 
O Marketing and Sales Executives’ Program = May 6-18, 1900... 
OJ Marketing Strategy: Business to Business - April 29-Мау 4, 19: 
CK Sales Management and Marketing Strategy - Jan. 14-19. 
April 1-6, 1990 « Sept. 9-14, 1990 + Oct 28-Nov. 2 1990 


Special Topics 

O Evaluation of Capital Projects - Feb. 25-March 2, 1990 

5 Managing Information Technologies - March 18-23, 1990 

2 Mergers and Acquisitions - Nov. 5-9, 1990 

O Strategic Management for Line Managers - April 16-20, 1990 


O Darden MBA Program (2 years) 
Return this ad to receive a brochure for each program checked. ~ 


Company аа 


City/Country/Postal Code — 1 


Mail to: Executive Programs (Dept. 5E), The Darden School, 
Box 6550, Charlottesville VÀ 22906 Phone: (B04) 924-3000 
Fax: (804) 924-4859, Telex: 822422 UVADARDEN 





COURSES 





A one-year Next program 
executive begins 
development August 
program 

offering the 

Master of 

Business 

Administration 

Degree 

emphasizing 


University 
of Southern 
California 


Graduate 
School of 
Business 


ini А global and 
Administration Pacific Rim 


business studies 


ARMBA 
У 4 : 


IBEAR MBA Program 
Graduate School of Business Administration 
University of Southern California 
Los Angeles, California 90089-1421 
Phone: 213 743-2272 
Telex: 4720490 USC LSA 
Facsimile: 213 749-5887 


"а я Р а а з и Ҹ 


V FRENCH 66 IN PROVENCE ү 


and FRENCH, DUTCH or SPANISH 66 
in the ARDENNES 
Ш The advantages ot the "CERAN 66” concept, # 
with residential courses : 


i 1. Intensive study (Minimum 38 lessons per week) 

2. Plus the constant practice of what you have learnt, every day 

from 8 a.m. to 10 p.m., with teachers constantly present at meal- ¥ 
times, breaks and in the evenings. 

3. A total of 66 hours per week of full immersion in the language. E 
Ceran is a top class school for leaders in business management 

and government. Our clients since 1975 include Alcatel, AT & T, 
Canon, Deutsche Bank, Dow Corning, European Parliament, Ger- 
man Foreign Office, Honeywell, Lufthansa, McKinsey, Mercedes- 
Benz, NATO, Philips, SHAPE, Siemens, Toyota, Winterthur, etc. Ё 
We also run holiday courses in French for young people (13-17) 


CERAN 66 
Language courses for motivated people. Ё 


CERAN LANGUES PROVENCE \ CERAN ARDENNES 
ВР. 27 /280|fo-ate щ шүн | 280, Avenue du Chateau, B-4880 SPA, 
F-30130 PONT-SAINT-ESPRIT BELGIUM Tel (+32) 87/87 71 64 
FRANCE - Tel. (+33) 66 39 38 38 FAX (432) 87/77 36 29 
FAX (+33) 66 3937 20 NCE RAN Telex 49650 ceran b д 


in USA : Languagency - Tet: (203) 287-1699 - FAX (203) 284-1827 
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It is said that Britain needs at least another 
10,000 MBAs every year, simply to catch up with the 
management professionalism of other leading 
nations. 


Thanks to the University of Warwick 
and Wolsey Hall, Oxford you can join this 
management elite by studying largely at home. The 
two have combined their respective expertise in 
business studies and home study to devise a course 
which enables you to: 
* Study effectively without giving up your job 
* Apply immediately at work what you learn on 
the course 
* Become a better manager...and a better 
qualified one 
Between them, they have helped several hundreds 
of managers on their way...and helped their 
salaries too. 





Why not post the coupon or telephone today to 
find out more? If you have an interesting career 
history and hold a good honours degree or 
equivalent, this could be the best move you 
ever made. 










Dept. C.A.2., 66 Banbury Road, Oxford OX2 6PR 
Tel: (0865) 310310 or 24-hour phone (0865) 58117 
Telex: 83539 OBS WHO Fax: (0865) 310969 
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PERESTROIKA AND THE 
—. —. SOVIET ECONOMY: 
... IMPLICATIONS FOR 

DOING BUSINESS WITH 

HE SOVIET COMPANIES 

Leningrad, 4-5-6 January 1990 


years ago, the Soviet leadership initiated a 

5 of reforms directed at increasing the role of 

e market in the Soviet economy and to gradually 

|. open that economy to foreign participation and 
“competition. LIMI (Leningrad International 

^ Management Institute), the joint venture 

between Bocconi University of Milan and Leningrad 

State University, is organising a series of seminars 

aimed at a better understanding of the rapidly 

“changing Soviet economy and of the “new” 
business possibilities for Western corporations 
arising from this process. 


In January 1990, LIMI will organise a conference 
whose purpose is that of gathering together top 
businesspersons, bankers, academicians and political 
experts to discuss the effects of the "Perestroika" 
and of the changing global strategies on: 
— the perspectives of the Soviet economy 

— "new" business opportunities and how to deal 
^5 with them. 


Individuals who will be participating include, 

among others, O: Bogomolov, Director of the 
Economic Institute for the World Socialist Systems; 
G. Cagliari, Chairman of ENI; I. D. Ivanov, 
Vice-President of the State Commission for Economic 
Affairs and Foreign Trade of the Soviet Ministry; 

_W. Leontieff, Nobel Laureate and Professor of 
Economics, New York University; E. Luttwak, 
Center for International Strategic Studies; S. Pisar, 
international specialist on East-West issues; J. Mroz, 
President of the Institute for East-West Securities 
Studies. 











MANAGEMENT 
INSTITUTE 





MÀ —áá MÀ AÁ——À MX Sinn’. —]" HÀ ——M  — ا‎ 


Strategy Work 

Strategies that managers can actually 
implement, strategies that travel, are the 
strategies that are going to win sustainable 
advantage in the increasingly global markets of 
today. 

For senior executives, London Business 
School is able to offer a range of programmes in 
core business areas that tackle head-on the 
issues involved in developing working 
strategies. 

A range of programmes that capitalize on 
the analytical and strategic skills of the School's 
international faculty. Programmes that are 
participative, that are designed to confront 
participants with leading edge practice as well 
as innovative possibilities for the future. 

A range of programmes that will constantly 
challenge participants' current thinking in their 
efforts to plan successful strategies. 

If you would like to find out how these 
programmes can help you to initiate winning, 
working strategies then fill in and return the 
coupon below today. 

It may be your best strategic move yet! 
































Please send me details of the following programmes: 
A Competing Globally: The View From Japan 
Q Strategy In Action 
ÛJ Strategic Marketing Programme 
Û Human Resource Strategy 
Q Strategic Management of the Information Resource: 












LIMI - Leningrad International Management institute 
Via Bocconi, 8 - 20136 Milano (Italy) 

Tel. 0039/2/83843031 - 3032 
Fax 0039/2/83843030 


Please, | would like to receive further information concerning: 
PERESTROIKA AND THE SOVIET ECONOMY: IMPLICATIONS 
:FOR DOING BUSINESS WITH THE SOVIET COMPANIES 


_[ Surname and Name 
` Î Company 
| Address 
Postal Code 
‘| Country 

Telephone No 










Achieving the Information Technology Pay- O 







B9E1 





Position Assets 

















Department of Corporate Relations, London Business Schoo! 
Sussex Place, Regent's Park, London NWI 48А, UK, : 
Tel 01-262 5050. Fax 01-724 7875. Telex 27461 LBS KOX б. | 


City een Rn 
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The McGill Faculty of Management 
is offering a new joint program: the 
MBA/Diploma in Management 
{Asian Studies). The first of its kind 
in Canada, the integrated program 
will provide students with advanced 
international management skills and 


intensive language training and area 


AN D studies in Asia. 
Students will follow a program of 
study that includes a concentration 
in International Business and 
selected language courses in Chinese 
ASIAN and Japanese, as well as cultural 
courses offered by our East Asian 
al Business and expertise in the 
workings of the Asian business 
world, graduates will enter the job 
AT market with impressive qualifications 
to operate effectively in today’s 
multinational business environment. 


Studies Department. Students will 
also be encouraged to participate in 
a three month internship at an ap- 

propriate Asian institution. 
~McGILL UNIVERSITY 9 
: ®/ 
For further information contact Susanne Major, Admissions 
Director, MBA Program, McGill University, 1001 Sherbrooke 
Street West, Montreal, Quebec, Canada, H3A 165 or call 
(514) 398-4066. Telex: (outside North America) 52685 10 


McGillUniv Mtl and (Canada and US) 052685 10 McGillUniv 
Mtl. Fax: (514) 398-3876 






Armed with an MBA in Internation- 





















Master of Science in 
JAPANESE BUSINESS 


Earn a master's degree in 
‚а year by studying in... 


-HAWAII - learn the Japanese language, 
culture, and business practices; and in 


JAPAN - study management, serve 
an internship and gain valuable life 
experiences. 


Scholarships available. 
Graduate Management Admissions Test (GMAT) and Test of 
English as a Foreign Language (TOEFL) required. 


For information, write: 
Chaminade University 
of Honolulu 


Director, Master of Science 
in Japanese Business Studies 
3140 Waialae Avenue * Honolulu, Hawaii 96816 U.S.A. 
(808) 735-4744 
















ST ANTONY'S COLLEGE, OXFORD 


The College welcomes applications from men and women graduates who wish to 
work for higher degrees in the University of Oxford. St Antony's is a graduate 
college specialising in а wide range of international and regional studies with a : 
particular interest in Western Europe, Russia/USSR and Eastern Europe, the 

Middle East, China, Japan, South and South East Asia, Latin America, Africa 

and Race Relations. Students at the College normally have degrees in history, 

politics, economics, international relations, economic history, social anthropolo- 

gy, sociology. languages and literature, or related subjects, but graduates of other 

disciplines are welcome. An excellent first degree is required. 

Graduates and last-year undergraduates wishing further particulars and applica- 

tion forms should send a brief description of their academic interests to: 


The College Secretary, St Antony’s College, Oxford OX2 6JF 


ECONOMICS 


MA Economiics and MA Development Economics 
We invite applications for October 1990 for these one-year pro- 
grammes which provide a rigorous training from specialists of interna-- 
tional repute. 


Courses available include: Applied Statistics Using Computer Packariec* 
Advanced Economic Theory; Growth and Development Theory; Prc 
Appraisal and Planning; Money and Development; Trade and De 
opment; International Finance; Labour in Developing Countries; 
Urban and Regional Economics, and Economic Development of South 
East Asia. B xj ; 


For further particulars write to the Graduate Office, The Registry, The 
University, Canterbury, Kent CT2 7NZ, England, or to Professor A. P. 
Thirlwall, Keynes College, University of Kent, quoting reference 
number PG90/3. 


UNIVERSITY OF KENT 
AT CANTERBURY BENE 


"a University of Bradford : 


DEVELOPMENT AND PROJECT 
PLANNING CENTRE 


The Centre specialises in the analysis of development policy, and the planning 
and management of projects in developing countries. The Centre has an 
expanding postgraduate training programme with an annual intake of 40-50 
students from:ail over the world. There are two one-year Master's Courses, for 
candidates with good Honours degrees in Economics or a related discipline, and 
preferably with working experience in a developing country. The facilities, 
available for overseas students at the Centre and at the University are excellen: 
and the City of Bradford offers a rewarding and economical location: fc 
studying in Britain. { ae ee 


MSc IN NATIONAL DEVELOPING 
AND PROJECT PLANNING 


This course is designed for those involved in development planning, or in the 
preparation, appraisal and implementation of development projects. The 
Course's practical emphasis. makes it particularly suitable for professional 
employees of planning ministries, corporations, development banks and similar 
institutions. 


MSc IN MACRO-ECONOMIC POLICY 
AND PLANNING IN DEVELOPING 
COUNTRIES 


This course provides postgraduate training in the analytical and practical skills 
needed for the formulation, implementation and evaluation of macro-economic 
policy in developing countries. it combines applied macro-economic, the 
techniques of macro-planning and quantitative analysis, with wider issues of 
development policy. i 


DOCTORAL PROGRAMME 


The Centre offers a three-year Doctoral Programme which provides a structured 
pattern of research and supervision. The first year of the Programme includes 
training in research methodology, quantitative methods and the use of 
microcomputers for research. = 

Further information on courses and application procedures from: The Director, · 
Research and Postgraduate Programme, Development and Project Planning 
Centre, University of Bradford, West Yorkshire BD7 10Р, UK. Fax: 0274-305340... 
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` COURSES 


Want to brush up 4J 
on a foreign 
language? 









LEARN TO SPEAK FRENCH BY 
© TOTAL NATURAL IMMERSION 
with French participants for 7 
intensive days in the DORDOGNE 

Cháteau LA VALOUZE 
J. L. Lefevre CIEL.BP.180 


24490 LA ROCHE CHALAIS, France 
Tel: 5391 4428 





15, games, 
music, and many other helpful materials. And if 












THE LANGUAGE SOURCE 
Suite N.33, 31 Kensington Church Street, 
London W8 4LL 


ARE YOU PREPARED TO APPLY? 
Study now to pass the GMAT test 
American business schools, & some in Britain, require the Graduate 
Management Admission Test for an MBA course. Prepare, with an intensive 
GMAT Seminar. Run by specialists & led by Dr E.D. Jaffe, the GMAT authority. 
3 day GMAT Seminar 3rd 5th January 1990 in London. 
` Details & prospectus. Registrar, GMAT Educational Seminars, 
London Management Centre Suite, 235 High Holborn, WC1,Or phone 01-242 9603 


ee UNIVERSITY DEGREE 


For Life, Academic & Work 

for people who want to be more effective and 
secure in their Jobs or Professions. 
Eam a BACHELOR'S MASTER'S or DOCTORATE Degree by 
uz your Ho and work experience: Collage engiiis macae яға 


without formal classes or seminars at your own pace and time. 


` ‘Send detailed résumé on work Ме and academic experience for a no 
cost evaluation. 


PACIFIC WESTERN UNIVERSITY 


600 N Sepulveda Bivd, Los Angeles, ووو لر‎ 137—USA 
Phone: 213/471-0306 өөх: 182315 Fax: 213/471 





MASTERS DEGREE 
IN INTERNATIONAL 
ECONOMIC MANAGEMENT 


* The degree aims to prepare students for careers 
„in international finance or as administrators in the 
international economic sector or as export 
managers. 


ж Courses include International Money and Fi- 
` nance, International Trade Policy, East-West Trade, 

Economics of the European Community, Develop- 

ment Finance, Econometrics of Financial. Markets.. 


Further information from: The Graduate School 
of International Studies, The University of Bir- 
mingham, Edgbaston, Birmingham B15 2TT, 
Great Britain. 
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APPOINTMENTS 


nance SS 





Australia 


UNE 


THE UNIVERSITY 
OF NEW ENGLAND 
Equal Opportunity is University Policy 
Key Centre for Advanced Training 
in Agricultural Economics 


(Contract position 8 years) 


The appointee will have ай or most of the following characteristics to а high - 
degree: 





economics or in a more specialized area such as farm management айо. ' 
production, prices, policy, development, trade, resources or agribusiness. . 
management. ` 


* Ability to supervise postgraduate student research. Hu 
e A PhD in agricultural economics or equivalent background oriented to the 
agricultural sector. 


Informal enquiries to Prof. Dillon 61-67 73 2232 


The appointment will preferably be for a term of five years but applications 
for one or two year appointment while on.leave from another institution will 
be considered. For a five-year appointment the University reserves the 
right to make the appointment probationary for the first year should it 
consider this appropriate. The position is available from 23 July 1990. 
LOCATION: Agricultural Economics & Business Management. 

SALARY: $A32,197-$A41,841 per annum. 

CLOSING DATE: 28th February 1990. 

POSITION No: 576. 


DEPARTMENT OF ECONOMICS 


LECTURER 
(Contract position —8 years) 


icants should possess a higher degree in Economics, and have a 
good background in teaching and research. 


The appointee will teach in core undergraduate courses in economie 
theory and policy, therefore experience in lecturing to large classes wound 

be an advantage. Applicants with special interests in any areas. of 

Economics excluding Economic History, Agricultura! Economics and. 
Econometrics (which are taught in separate departments) are welcomed; 

and opportunities to teach in specialist areas are generally available at 
advanced undergraduate, honours or masters levels. Research is strongly - 
encouraged and appropriate opportunities and facilities for this are 

available. 


The position is available from July 1990. 
Informal enquiries to Prof. M. Treadgold 61-67 73 2110. 


LOCATION: Department of Economics. 
SALARY: $A32,197-$A41,841 per annum. 
CLOSING DATE: 31 December, 1989. 
POSITION No: 578. 


Applications should be addressed to the Human Resource Management 
Centre, University of New England, Armidale 2351 and include names and 
addresses of three referees and state position number. Heferees should 
be given а copy of this advertisement and asked to write direct to the. 
Human Resource Management Centre by the closing date and quote- 

position number. 


سا ~~ ~~ -~---—— 


APPOINTMENTS WANTED | 


ECONOMIST-ECONOMETRICIAN, 
32, European postgraduate in davelop- 
ment economics, multilingual, exper 
ence with acedemic/nterationel of 
ganisations in Europe/Africa. Ай replies 
acknowledged. Box 3676, The Econo- 
mist Newspaper Lid, 25 Si James's 
Street, London БАЛА 1HG 








EXPERIENCED COUNTRY RISK AN- 
ALYST, knowledge of European, Asian 
and. African nations requires freelance 
assignments, Tel: 0425 638965. Send 
replies to Box Number 3678, The Econ- 
omist Newspaper Ltd, 25 St James's 
Street, London SW1A 1HG. 











e Proven capacity for teaching and research in general! agricultural.) - 


| 
| 
| 
| 
| 
| 
| 
| 
* Ability to work well within a dedicated dynamic team. | 
| | 
| 
| 
| 
| 
i 
| 
І 
| 


ARMIDALE NSW 2351 _ 2. 


nous cans 











APPOINTMENTS __ е и | Y 
APPOINTMENTS E TU 


CAB INTERNATIONAL PROJECT 


CAB International is an inter-governmental not-for-profit organisation owned, administered and DEVELOPME..T 
financed by 29 member countries. We provide information, scientific and development services ANALYST 
for agriculture and allied disciplines worldwide. international business consultants, with 


2 а . Major interests in the Middle East, seek 
Project Officers (two posts) in 


Project Development Analyst. 
Ў Р , . . ۴ Applicants must be 25-30 years, with high 
The Project Officers will be responsible to the Head of Development Services for project planning academic qualifications and good únder. 
and management, the preparation of management information on projects, and the develop- 
ment of existing and new CABI products and services. 


standing of the politics and economics of 
the Middle East. 
: Е f : : : : Я Applicants т fluent in wri 
‚ Applicants should be graduates in economics, agricultural or biological sciences and have overseas oan AME Egi p Mine 
experience in agricultural/rural development and project management. They should have sound language (preferably French) and must be 
interpersonal and administrative skills and commercial awareness. free to travel extensively, 
Salary in the range of £11,295 to £15,164 according to qualifications and experience. Starting salary of £20,000 per annum plus 
А = S Й y benefits, good prospects for advancement 
The persons appointed will work at the CAB International Centre at Wallingford, Oxfordshire, UK. 
Some local and international travel will be required. We offer a generous index-linked pension 
scheme, flexible working hours, staff restaurant and sports facilities. 
Applications, enclosing a full CV stating current salary, should be sent to: 













































and promotion. 

Applications with CV to: Finance Direc- 
tor, EDGO Project Developments. Ltd, 
386 Sloane Street, London SWIX IQR. 





































Andrew Harris 

Personnel Department COURSES 

CAB International 

Wallingford І 

Oxon OX10 8DE Taking the GMAT or GRE 
United Kingdom exams? 





Closing date: 31 December 1989 
Further details available on request 
Tei: 01-993 3983 


HOUSE OF COMMONS (ea MN 
Research Division | “= | murran 


rankings & guide books. To help with 
GMAT we sell the Official Guide, practice 


e 
papers and a course on Dec 8th. 
ооо uir di For immediate attention contact 
7 PasTest UK. Tel: 0565-55226 


Economist а FRENCH 


We CAN help 
Write to: | 

Graduate Tutorials, GTAC Associates 
FREEPOST, London W5 4BR 































The intensive way and in real 
immersion. This means living 
one of the most picturesque t 
gions of France and really бесот. 












Your chance to undertake politically impartial research in n" x С ing fluent. Abo дасаЧоп апа 

economic and social statistics for Members of Parliament. You will ; ғ earning plan. Cultural pro- 

: TUE е. m Paris. Wint - 

be a high-calibre numerate graduate able to meet the challenge of й NEC gramme ^on the French ‘Riviera, 

this stimulating and demanding post. І š З сате eg ox tevel ang time 
You must have, or obtain in Summer 1990, a degree with first Hi 1 Aa Ea uF transfer credits. 







| The French and American Stu 
Center, BP 176, Lisieux 14104, 
Cedex, France. Tel: 31 31 22 01. 
Fax: 31312221. : 





or upper second-class honours, or a post-graduate degree, in 
subjects which include economics and statistics. Other candidates 
with equivalent qualifications and/or experience may also be 





















considered, 
The post is vacant now but FINAL YEAR STUDENTS MAY ALSO 1-year HOTIS DIPLOMA COURSE 
APPLY, (Hotel information Systems 


Starting salary may be above the minimum of the ranges 
£11,995-£13,820 or £14,770-£18,085 depending on age, 
qualifications and experience. 

For further details and an application form (to be returned 
by 18 December 1989) write to the Civil Service Commission, _„ 
Alencon Link, Basingstoke, Hants RG21 1JB, or telephone — - 
Basingstoke (0256) 468551 (answering service X 
operates outside office hours). 
Please quote ref: 6/8209. 


[Computer] Management) 


























3-year SWISS HOTEL MANAGE- 
MENT DIPLOMA COURSE with 
optional ENGLISH MASTER OF 
SCIENCE DEGREE 


















| Please ask for the course brochures: 
IHTTI, international Hotel and Tour- 
J ism Training Institutes Ltd., P. 0. Box, 
CH-4006 Basel, Tel. (061) 312 30 94, 
Telex: 965 216 CH, Fax: (61) 312 60 35. 


An equal opportunity employer 
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APPOINTMENTS. 


PRIVATE SECTOR  REHABILITA- 
^. TION—Mozambique. The . Regional 

"Contracts Office at the US Agency for 
`. International Development's Mission in 
: Mbabane, Swaziland is Hume i) ex- 





Of Finance VU he Goverment of Me 
7 затрідие for one person-year as a 
financial adviser. The adviser will assist 
; the Ministry to establish a control unit to 
: account. for foreign donations of all 
«types, and suggest ways of presenting 
. and reporting accounting information to 
“the Ministry, other Ministries and the 
individual donors. The Contractor will 
;..alSo- design and establish accounting 
^, and monitoring systems and standar- 
. dised financial reporting formats, train 
and manage local staff in the day-to- 
2 day accounting for foreign donations, 
and review the institutional capability 
г. for basic accountability of government 
"Organisations and parastatals at the 
х al levels, as it relates to local 
m cy collection and deposit. The 
акин) Ok he work wif be In a totaly 
»Portuguese-language ^ environment. 
. ` The individual selected will be provided 
МАВ salary, overseas differential of 25 
“per cent of salary, housing and trans- 
` portation. No Request for Proposals 
|; will be. issued. Interested individuals 
_ Should send their curricula ‘vitae, 
m fésumé and salary history for the past 
| three years to Mr M. S. Kenyon, Re- 
| gional: Contracts Office, USAID/Swazi- 


` Project Director & Accountant 
| Candidates for Long-Term Public 
Debt Management Project in Africa 
Send résume/salary requirements to: 
MetaMetrics Inc 
1534 U St, NW 
Washington, DC 20009 


CONOMISTS 


nsulting firm interested 
| in obtaining expressions of 
"interest. from professionals 
experienced in developing 
‘| country work for medium 
to long term assignments in 
| the following areas: 
| Finance, capital budget- 
ing, project evaluation 
апа сотришег informa- 
tion. systems. Fluency in 
f Portuguese required. 
|| —Economists and financial 
|. analysts. with experience 
in water and sewerage 
f: projects. Fluency in 
-] Spanish required. 
_ | Send résumés to: 
f: - POBox 57135 
` Washington, DC 20037 
E, By telex to 64383 
al By fax to (202) 775-5175 
t By telephone 
(202) 828-8300 
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SENIOR ACADEMIC 
APPOINTMENTS IN 






THE STRATHCLYDE GRADUATE 
BUSINESS SCHOOL 


As part of our commitment to future growth, the newly established 
Strathclyde Graduate Business School is looking to appoint up to 
fifteen new members of academic staff: Professors, Senior 

| Lecturers/Readers, and Lecturers. We are also investing in a 

| purpose designed building. 

The School offers first class management education at post- 
graduate and post-experience levels. Amongst our courses is the 
Strathclyde MBA programme ~ one of the top five in Europe 
according to a recent Economist survey. We also offer a full range of 
short courses for executive development. 

Professors will be appointed to provide leadership in their 
academic fields. They will also co-ordinate curriculum design and 
teaching in the School's interdisciplinary programmes. 

All candidates should have academic and/or business experience. 
Preference will be given to those who are interested in European 
issues and can work in another European language. Professorial 
candidates must be able to demonstrate excellence in research. 






The Strathclyde Graduate Business School invites applicants for 
academic posts in the following areas:- 





Strategic Management international Business 
Management and Technological Change Business Computing 
Financial Management Human Resource Management 
‘Management Development Management Science 
Marketing Management Operations/Production Management 
SALARIES Lecturer scales: ` up to £20,469 per annum 

Senior Lecturer/Reader scales: — ^ up to £24,285 per annum 

Professorial scales: not less than £26,000 per annum 

| inegotiable) 





All appointments will be for 5 years in the first instance. 
For further information contact- 

. Mr Chris Greensted, Director, Graduate Business School, 
Telephone: 041 552 4400 Extension 4201. 


Application forms and further particulars (Ref: 95/89) are available 
from Staff Office, University of Strathclyde, Glasgow G1 1XQ. 
Closing date for applications is 22 December 1989. 

















b. 


UNIVERSTI OF 


The ESRC Centre on 
Micro-Social Change in Britain 


. SENIOR RESEARCH 
| OFFICER 


A Senior Research Officer is required from 1st April 1990 
to assist with a wide range of economic research projects 
concerned with the analysis of a new.and unique longitudinal 
panel study of some 5000 households in Britain. Applicants 
should have an honours degree in Economics or Econo 
metrics and a strong interest in household related topics 
Such as labour supply, income distribution, poverty, asset 
holding, housing and consumption. The ability to work in an 

interdisciplinary environment is essential. 




















































Appointment will be for three years in the first instance and 
will be within the salary range £10,458-£16,665 per 
annum according to age, qualifications and experience. 


Applications (three copies), including a curriculum 
vitae and the names and addresses of two referees, 
: should reach the Registrar (R/OO7/E), University of 
Essex, Wivenhoe Park, Colchester, CO4 3SQ, by 

5th January 1990. 











ty 


POLYTECHNIC SOUTH WEST 


Institute of Marine Studies 
Department of Shipping and Transport 





— Lecturer/Senior Lecturer 
in Transport Economics — | 


7 
| Salary up to £19,476 per annum (starting point dependent 
| : upon qualifications and experience) 

The Department is looking for an enthusiastic transport 
economist to join a small dedicated team teaching all modes of 
transport to undergraduates and international transport and 
| distribution to post-graduates. 


Application forms, to be returned by Friday 15th December 
©1989, and further details are available from the Personnel 
Department, Polytechnic South West, Drake Circus, Plymouth 
PL4 8AA, or by telephoning (0752) 232167. 











The University of Melbourne 
Australia 


DEPUTY VICE-CHANCELLOR 
(RESEARCH) 


Council has decided that the vacancy 
at Deputy Vice-Chancellor level within 
the University, due to the resignation 
of Professor J. P. Coghlan, be filled by 
the of a Deputy Vice- 
Chancellor: (Research), full-time or 
fractional full-time, as may be neg- 
otiated. The appointment will be for a 
term of up to five years, in the first 
instance. 


A person eminent in his or her own field 
of research is sought, to be responsible 
for the co-ordination and planning of 
research policy and research activities 
within the. University. The responsibil- 
ities will include the co-ordination of 
research management with the Com- 
mittee on Research and Graduate 
Studies including policy formulation, 


















the administration of research funds, 
and the operation of the office. for 
Research and the co-ordination of its 
links with the Contracts Group. It is 
anticipated that the appointee may also 
head the development of a research 
policy unit within the University. Other 
responsibilities and duties may be allo- 
cated by the Vice-Chancellor or 
Council. 


Persons wishing to be considered for 
this position. should address a short 
letter marked. personal and confiden- 
tial, enclosing: a- current curriculum 
vitae, to the Registrar, University of 
Melbourne, ‘Parkville, Victoria 3052, 
Australia, ‘to reach: him not later than 


брт оп Friday 26. January 1990. 


Any. enquiries. regarding the position 
should be directed to the Vice-Chancel- 
lor, telephone. +61: 3 344 6134 or 
facsimile 347 5904. 


AN EQUAL OPPORTUNITY 
EMPLOYER 









The Department of Economics at the University of Pittsburgh anticipates 
recruiting for two positions. The department expects to fill one position at 
the full or associate professor rank, and one assistant professor position in 
the tenure stream. Priority at the tenured ranks will be given to persons 
working in the areas of microeconomic theory, econometrics, and monetary 
policy and theory, banking and financial markets. Priority at the assistant 
rofessor rank will be given to persons working in the areas of econometrics, 
international finance, and applied microeconomics (development, public 
finance, or industrial organisation). Applicants in other areas also will be 
considered for the positions. Salaries, scholarly assistance, and other benefits 
will be attractive. Appointments are contemplated to begin September, 
1990. The department also has a visiting appointment available (salary 
corresponding to non-tenured rank). The University of Pittsburgh is an equal 
opportunity/affirmative action employer. Applications from women and 
members of racial minorities are especially encouraged. 
Please contact Professor Jan Svejnar for the tenured rank position, Profes- 
sor Asatoshi Maeshiro for the assistant professor position, or Professor 
Janet Chapman for the visiting position at the Department of Economics, 
University of Pittsburgh, Pittsburgh, Pa 15260. ‘ 










































OXFORD ECONOMIC FORECASTING 


require an 


ECONOMIST 


Oxford Economic Forecasting specialises in relating 
the latest econometric modelling techniques to the 
needs of those working in industry and finance. 


We are currently looking to supplement our team 
with an economist whose reponsibilities will include: 
assisting with the production of quarterly UK and 
international forecasts. 


Candidates should have a strong economics back- 
ground, preferably with a postgraduate qualifica- 
tion or relevant experience. Some knowledge of PCs 
would also be an advantage. An attractive salary 
and other benefits will be available to the right 
candidate. 


Applications should be in writing with a current 
Curriculum Vitae to: 


The Secretary 
Oxford Economic Forecasting 
Templeton College 
Kennington 
Oxford ОХ1 5NY 
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US IMMIGRATION 
Licensed attorney. 
Practice limited to US immigration law. 
25 Main SE Westport Cf 06000 
Tel: (203)226-1223. Fax: (203)454-7890 































AUTHORS WANTED 
BY NY PUBLISHER 


Leading subsidy book publisher seeks 
manuscripts of all types, fiction, non- 
fiction, poetry, juvenile, scholarly and 
religious works, etc. New authors wel- 
comed. Send for free booklet. 


592, V. Press, 516 W, 34th 
Street, New York NY 10001 USA 










LUXURY SERVICE APARTMENTS 
CENTRAL LONDON 


We are available for assignments 
in Liaison, Research 


WESTERN STATES 


Well sited for theatres, business and late night 


shopping. Individually. furnished studio and 
one bedroom apartments for rental from £220 
to £550 per week. Minimum stay one month. 
Letting Office, Мей Gwynn House, 
Sloane Avenue, London SW3 ЗАХ 
Те: 01-584 8317. 
Telex: 916358 NGHLDNG 
Fax: 01-823 7133 


ENTERPRISES 


Po Box 8417 
Salt Lake City, Utah 84108, USA 












CUT THE COST OF LONDON 
OUR STAY IN LONDON : 
* URS service apariment South Kensington 


lightsbridge, near Harrods. Fully equipped 
. hrsg bathroom, phone, colour WV. 
central heating, elevator. Suit 1-2 persons. Bro- 
chure by airmail. 
Knightsbridge Service — 
Gardens, LONDON SW7 

Tel: 01-584 4123. Telex: 295441 (Re! KSF) 
Free Toll: 800 525 2811 (USA only) 


Luxury fully furnished one and two: bed 
flats in quiet cul-de-sac off Queens Gate. 
Resident manager, direct dial telephones, 
video security and colour TV. Weekly 
rates from £266 to £560 plus VAT. 

FULL DETAILS: TEL 01-225 0184. FAX 
01-225 0280. TELEX 893095. 


FELLOWSHIPS 


University of Oxford 
Lady Margaret Hall 


Fixed-Term Fellowship 
in Economics 


Applications are invited for a Fixed-Term Domus Fellowship in Economics for five years from 1 
October 1990. The Fellowship is non-renewable. The duties will involve teaching 12 hours per 
week for the various schools of which economics is a part and helping with the general 
administration of the subject in College. 


Further particulars may be obtained from the Principal's Secretary, Lady Margaret Hall, 


P 0X2 GOA who should receive completed applications (10 copies) by 31 January 


APPOINTMENTS 


FINANCIAL TIMES LIBRARY 


SENIOR STATISTICAL RESEARCHER 
c£14,000 pa 


The Financial Times has a vacancy for a Senior Statistical Researcher to work in its 

Editorial Library, working closely with one other Statistical Researcher. Working 

hours are 323 per week between 9.30am-7pm. 

The work involves providing data of an economic and statistical nature, using a 

variety of sources, to a team of Journalists including Economic Features Writers 

working to crucial deadlines. 

The successful applicant will have an Economics Degree, a minimum of five years’ 

experience in an information environment, preferably sepcialising in economic 

data, and be conversant with both published and online sources using PCs. It is 

therefore unlikely that anyone under 27 years would have the relevant experience. 
00d general knowledge and the ability to work under pressure whilst maintaining 

accuracy is essential. 

Benefits include five weeks’ annual leave, sports facilities, season ticket loan 

scheme, subsidised restaurant, free medical health insurance and an employee 

share scheme (both subject to service qualification). 

Please apply in writing enclosing an up-to-date CV to: 

Mary Batten, Library Manager, The Financial Times Ltd, Number One Southwark 

Bridge, London SE1 SHL 


Closing date 18 December 1989 
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WILLETT HOTEL US HOUSING 











32 Sloane Gardens AP! 
London SW1W 8DJ New homies, wall 
Tel: 01-824 8415 and appliances, shippi oy 
Fax: 01-824 8415 location. D 
Telex: 926678 Call or write for ree beorhüre. North 
Small character town house off Sloane em Counties, Rt SD West, PO 
Square. All modern facilities. Full English | erville, VA 22176. Tel 
breaktast inclusive of very modest rates. -3232. Fax: (703 
A LINBAR EXCLUSIVE HOTEL 





CZECHOSLOV КІ 














1967 DB6 


— ASTON MARTIN — 


Extensively Refurbished lending to exploit East European 
VERY ELEGANT кайы с NS 

i i Toptel Lid, Two Elms, Old Bath Hos 
Claret with Cream Interior | l puk Pos, si 


ога surprise for votre Petit Chou 


562,500. 
Telephone 0795 470291 (UK) 








EXECUTIVE HOTEL 


OM, KNIGHTSBRIDGE 
COMING TO LONDON SWIX OBO 
is centrally situated and offers self- Telex: 9413498 EXECUT O 


udio apartments with kitchen and 
ities. Single bedroom £49.95 4 VAT 
omn "E00 por wask Double or Twin £74.98 + VAT 


| Elegance, privacy and exceptional 
value in one of the world’s most 
| included 








^90-Sapt 90 from "£260 per week 
















PUBLICATIONS ране 


zl T EX T li 


ESSENTIAL BUSINESS AND MARKET ANALYSIS FOR 
THE WORLD'S FIBRE AND APPAREL INDUSTRIES 
A year's subscription will bring you reports on! ЖЕНЫ 
© Profiles of the world’s major textile e Locations of current and hiwe | 
companies investment 
* Consumer market research dala @ Regional Analyses 
The latest issue includes: 
P Hungary: liberalisation opens doors to foreign investment 
> india’s apparel exports: poised for growth 
> Dominion Textile inc: expansion through globalisation 
p» Consumption and output trends in North America, Japan and Western Europe 
p>. Nonwovens: customer service helps beat import threat 
Subscribe now! Your competitors in over 50 countries are already doing so! 
The Economist Intelligence Unit Limited, 82 Duke бн, London WIA 10W 


{ О Please enter an annual subscription (6 issues) to Textile Outlook Intemational. j 
M і Price including postage ‘airmail outside the UK]: E 
O UK £265 O Europe £270 C1 North America 095513 C) Rest of World £282 
i Г1 1 enclose a cheque for SASS _ 

i O Please invoice me 
[| Мааа с Е Баа л Md асаба, 




































„10 The Economist intelligence Unit Lid 


i The Economist Юре duet 
4 Intelligence Unit | regno 01) 49 6711 Teex26445 { 
f 215 Park Avenue South, New York, NY 10003, USA, Tel (212) 460-0800 Telex: 175567 gi 


{А division of Business International Я 
Reg. office: 25 Si James's Street, London SWIA THG. Reg in London Mo: TI6IMT à 
en n 











USINESS & PERSONAL __ 









DOING BUSINESS 
CE? 


“WINNING THE DEAL iN FRANCE ds the 
uide to negotiating with the French UK: 


ERTS BUSINESS VENTURES 
}4 

Sarah Hodge Recruitment Consultants 

Need a Top Secretary? 


Call (01)434-0030 
215-217 Oxford St London W1R.1AH 





EASTERN BLOCK 
COUNTRIES 


"^ 


MINETEC FINANCIAL 


24.95 Rest of world: $54 (or equivalent) inc 
P&P 
For further information write to: 1992 Busi- 
ness Services, PO Box 46, Irihlingborough, 
Wellingborough NN9 SAZ, UK. Tel: 0933 
652343. Fax: 0933 650698. 























OFFSHORE 
COMPANIES 
















AUSTRALIA 











































MELBOURNE 
C.B.D. FREEHOLD BRITISH VIRGIN CUMULUS 
. _ Totally refurbished GIBRALTAR tes CONSULTANTS 
^! Prominent showroom/ GUERNSEY £550 US representation and consultation on airline, 
Ре office HONG KONG £500 business and private, aircraft. Personal service 
Ыы in matching ai io our clients’ needs. 
IRELAND NON RES ыш Limited brokerage, sales and leasing. р 
i are an i nt ci пу, not associ- 
Bed A$3.5 million eM чи ae with m aot manure or ge 
Net return: A$347,000 pa $950 тев иа Ts number) for ali your 
FULL NOMINEE, A As. 

Secure long lease ACCOUNTING AND ADMIN Ё ‚ 

For further details, contact: FOR AN EXPLANATORY ( Cumulus ) Ine 
Nathan H. Beller, OBE at BROCHURE CALL E Ap ADR = 
HODGES REAL ESTATE OVERSEAS COMPANY hoppii ool Boca Raton, Нн 

PO Box 401 REGISTRATION AGENTS LTD. 
COMPANIES HOUSE 
Collins Street TOWER STREET 
Melbourne 3000 iste nea 
Victoria TEL: 1 800 2834444 (TOLL FREE IF 
Australia . PHONING FROM USA). 





Tel: 61 3 670 9122 т: um 269900 (тоц. FREE) 
Fax: 61 3 670 9273 FAX 0624 815548 












_ WHY NOT ECONOMISE 
WITH OFFLINE DATABASES? 


` (Available on CD-ROM, 3?" or 53” diskettes) 


vast selection of realistically priced and sensibly organised time series is now 
‘available on Compact Disk and floppy diskettes. This allows users to monitor the 
“effects of polides, and to evaluate future trends, with the speed and economy of 
а personal computer. Data can now be accessed at a fraction of the cost of on- 
ne data access — free from the excruciating costs of telephone delays and 
ansmission errors. 


WITH ALL THE COMFORTS 
OF YOUR OWN HOME 


Christmas, New Year, January Sale: 










Perfect for business or leisure 
SERVICED APARTMENTS 
26/27, Collingham Gardens 











OFFICIAL SOURCES OF DATA 
Statistical Office European Commission (harmonised data) * Organisation of 
nomic Cooperation and Development * International Monetary Fund * 
base (USA) * Deutsche Bundesbank x 
COVERAGE 
conomy * Finance ж industrial Production and Surveys * Labour Statistics ж 
nergy * Foreign Trade (including 3-8 digit codes) * Social Conditions ж 
griculture * Forestry * Fisheries * Regional Statistics (EEC member-states only) 
t World Commodity Prices (US dollar/£ sterling/SDR) and Indices ж 
S UPDATING FREQUENCIES 
Annual * Quarterly * Monthly 
APPLICATIONS 

" Updates and revisions of data are executed with minimal key-strokes, 
: leaving historical data in a central databank undisturbed — databank 
-management software is free of charge. 
раќа are readily exported to spreadsheets, etc. 
A wide selection of independently priced data-packages limits excess 
purchase of unwanted data. 
‘Optional desktop analysis software is available with statistical analysis and 
graphs for reports, etc. 
К MINIMUM PROCESSING REQUIREMENTS 
COAT ог compatibles. MS-DOS2.1 or higher/MS-OS/2 with 512K RAM. 20Mb 
ard Disks 


































Sales Operating Leases 
Insurance «Support Package 
Management & Crewing 







For free 48-page catalogue of off-line statis- 
* tical databases, including uniquely econom- 
ical databases on developing countries: 
4 Global-Stats Ltd, Unit 1, Clarks-industrial 
Estate, Newtown Road, Hove BN3 7DN, 
United Kingdom. Tel: (0273) 725221, Fax: 
Р р Telex: 46690 ICC X G (Attn. 
А1113). : 














Tel: 01-759 7015 
Telex: 8952145 








Fax: 01-758 7305 |. 








PAN-EUROPEAN, World Federation of 
Europeans (by birth or descent), Box 
14262, N. Palm Beach, Fl 33408 USA. 





EXPATRIATES—FREE copy, unique 
expat newsletter, write: Expatworld, 
Box 1341, Raffles City, Singapore 
9117. 





2ND PASSPORT/DR LICENCES. Any 
country, various reports on how to 
obtain them. INI, 26 Kleomenous, Ath- 
ens 10675, Greece. 





START an Import/Export Agency. No 
capital or risk. Immediate access to 
profits in моа хаде, FREE booklet. 
Westlink (C), 55 Constitution Street, 
Edinburgh EH6 7AY, Scotland. 





SHIRTS FOR THE CONNOISSEUR. 
Made to measure and hand. cut from 
fine fabrics. Details and free sample 
materials from Seymours Shirts, 
post, Dept 29, Bradford BD1 1BR 





‘OVERSEAS POSITIONS. Hundreds of 
top-paying positions. All occupations. 
Free details. Overseas: Employment 
Services, Dept EC, PO Box 460, Town 
of Mt Royal, Quebec, Canada H3P 
3C7. 





"HENLEY'S FORMULAS’. 10,000 
ideas. Research, workshop, chem, sci- 
entific methods. 800 page book A to Z. 
10% disc libraries. Burke Assoc, 
Books, Box 248, Manchester, MA, USA 
01944. Other books located. 









Readers are 
recommended 


to make appropriate enquiries and 
take appropriate advice before send- 
ing any money, incurring any ex- 
pense or entering into a binding 
commitment in relation to an adver- 
tisement. The Economist Newspaper 
Limited shall not be liable to 2^7 
person for loss or damage incur 
or suffered as a result of his/l... 
accepting or-offering to accept an 
invitation contained in any advertise- 
‚ ment published in The Economist. 












THE 
ECONOMIST 


For information about 
classified advertising 


contact 


Elizabeth Bisson 
The Economist Newspaper Ltd 
25 St James's Street 
London SW1A 1HG 
Telephone: 01-839 7000 
Fax: 01-839 4104 
Telex: 24344 ECON G 


or 
Nicki Baxth 

The Economist Newspaper Ltd 
10 Rockefeller Plaza 
New York, NY 10020 

Telephone: 212 541 5730 
Fax: (212) 541 9378 
Telex: 148393 
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ECONOMIC AND FINANCIAL INDICATOR: 


OUTPUT, DEMAND AND JOBS Japan's industrial production rose by 5.4% in the year to October, 
compared with an increase of 3.8% in the 12 months to September. In the year to August Japan's Despite Russia’s recent re- 
retail sales rose by 7.5% and Sweden's by 3.6%; Switzerland's fell by 0.1%. Canada's retail sales forms to boost agricultural 
rose by 0.4% in the year to September. Over the same period the rise in France’s industrial output, the international Wheat Council | 
production was 1.2%, a sharp drop on August's increase of 4.8%. France's jobless rate stood at | thinks it is unlikely to become self-sufficient 

9.5% in October, down from 10.2% in October 1988. | in grain. In future, though, import demand is 
% change at annual rate likely to focus on animal feed——mostly 
















































COMMODITY PRICE INDEX 







































































industrial production GNP/GDP retail sales [volume] unemployment %rate | American maize. This year, Russia harvest: 

3mthst — iyear — 3mthst — year 3mthst 1 уваг latest — yeaago | &¢ 210m tonnes of grain, some 30m tonnes 
Australia +55 +46 u +25 +39 -—02 +35 @ 60 a 6з | less than its target. Imports in the 1988-89 
Belgium +34 +46 м nana +37 +08 ms 103 «* 1 | Cfop-year were 39m tonnes—inciuding 24m 
Canada +03 — - 04 ag +06 +25 a - 33 +04 Sep 74 co 79 | tonnes of maize. Each year Russia loses. 
France +15 +12 se +32 438 m ~44 +11 ж 95 оч 102 | around 20m tonnes of grain through poor 
W.Germany + 85 +33 s +20 4 49 m +31 + 06 se 78 œ 86 | storage and transport, and 5m of the 40m 
Holland — * 88 — * 56 m — * 15 — * 47 FAB — — 02 ret 56 зә" 62 | tonnes of bread it makes has to be repro: 
italy *102 +21 a» — * 17 + 31m X78 ^ TI 04 16.6 o — 195 | cessed into animal feed. New initiatives 
Jepan ERO- FER TO тайыш. LTT ETE Е 22 s 25 | include bonus payments in hard currency for 
aan T 5 E 5 = is 5 2E SE = oa $ 2: = M JE successful producers of wheat and oilseeds, 
Switzerland +154 +56 œ ~34 +140 4154  - 01 лю 05 c 06 

8 +70  —04 w +39 +200 -19  *03 о 59 ш 76 | 1985710 WB den ca 

+07 +14 o +27 +29% + 70 * 41 se 53 оа 53 — LL meh gest 

+Valué index deflated by CPI. * * New series | Dollar index 


кланын — — — ———————————————————————————— 
PRICES AND WAGES West Germany's wholesale prices rose by 3.496 in the year to October, up 
from a rise of 3% in the year to September. Average earnings in France climbed 4% in the 12 
months to September, a real rise of 0.6% after allowing for consumer-price inflation. Italy's wages 7 
rose by 6.4% in the same period, a real decline of 0.2%. The increase in Belgium’s consumer xS EEG ok Ce 
prices slowed to 3.5% in the year to November. гечти 





21882. —41 APS 
























































































% change at annual rate Al items — 1042 — 1082  - 14 - 08 
Ctm рез" _ __ Wholesale prices” _ ___wages/earningst — Food B0 805 +14 09 
3 mthst 1 year 3 mthst 1 year 3 mthst 1 year Industrials К 

Australia + 95 + 80 Aug + 8.0 + 69 л» + 63 £76 = док С T ddl 

Belgium +33  t35w _ +34 + 63 m + 37 + 4.2 д" — rn 

Canada +37 +51 o “06 +16 sep FIT +57 om | Meas T3693 — 1959 

France — — +27 +35 оа +26 +81 @ +39 + 4.0 sw SDA dex 

W. Germany + 05 + 3.3 оа * 20 +34 oa + 1.9 + 38 sep — oe 

Holland + 33 + 14 оа — 18 + 27 sep + 1.6 UE NE En 

Italy + 46 + 68 оч +28 +61 A +14 +64 sot __ All aa aA 

Japan +06 +26 s +13 +39 o +42 + 46 з Matt 1085 107 

Spain + 9.7 +71 оа + 3.9 + 42 Sep + 27 + 5.3 son — Metals 1322 1310 

Sweden + 55 + 64 оа +28 4 56 оа +18.3 +110 sep” _ бш СТОП Г 

Switzerland + 27 + 37 о + 0.4 + 3.6 оа 4157 t 36 о" | Speroz 40425 41075 +95 ~ 28 

UK _ +47 + 7.3 оа QUE AT +49 oe +70 * 90 ә | cudeolNorthSeaBrent SOC 

V + 3,2 + 45 оа no SON + 49 о + 54 + 40 o $ per barrel 18.63 18.20 26 +281 








rly wage rates in manufacturing except Australia, weekly earnings; Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly t Provisional tf Non-food agricalturals 
earnings; UK, monthly earnings for all employees. 


annn a itn 
@ THE GOOD LIFE Warsaw is a cheap place 
to put a bureaucrat. In June the living costs 
of United Nations officials stationed there 
were less than half those for staff in New 
York. (At black-market rather than official 
exchange rates Warsaw would look far 
cheaper still.) Valetta, once you get there, is 
сү economical for talks expected to last more 
<}; than a couple of days: costs are 27% less 
than New York. London is 696 cheaper than 
New York, and Tokyo 31% dearer. Sydney 
looks a bargain at 1996 cheaper; Damascus 
at 45% dearer looks a decidedly bad bet. 
The agency advises caution in the use of all 
‘these figures. The indexes are an imperfect 
guide to the cities' overall price levels, it 
Says, because the "consumption patterns" 
of its officials “differ from those of the 
indigenous population". No, really? 





ee ee 


Footnotes applicable to ail tables. Ai! figures seasonally adjusted except * not seas. adj. t Average of latest 3 months compared with avg. of previous 3 mos, at annual rate, na nor available. | 
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ECONOMIC AND FINANCIAL INDICATORS __ 
ш YIELD GAPS If financial markets expect- WORLD BOURSES Tokyo climbed 2.6% on unusually large volume to reach another new high. 


ed present inflation rates to persist for years, | Wall Street rallied too, gaining 2.4% despite confusion over the Fed's recent moves (if апу) :оп 
there would be little difference between long- | interest rates. London, buoyed by takeover bids, gained 2.6%. 











` and short-term interest rates. When they | Stock price indices % Change on 
expect inflation to rise, long rates are usually Nov 28 EUN. 5 one one record. 31/12/68 
higher than short. When they expect it to high low week year high a LM 


fall—and especially when governments are 
lightening their monetary. policies to that Belgium - 
end—short rates are higher than long. The Canada 39268 40378 














































ratio of long rates to short rates is thus а | France — ^ 5616 

: guide to the expected trend of inflation. emm 193 pL 
Since mid-1988, the ratio has fallen in most | Holland 2105 — 
of the big economies (fears of rising inflation Hongkong 3309.6 


ave eased). In America and West Germany 7348 
36985.3 36985.3 


stands at roughly 1.0. In Japan it is 0.8 Si DN iU 
(money tight, inflation expected to fall) and Singapore — 14041. ی‎ NM 


South Af ica 2558.0 
in Britain 0.7 (the same, only more so). а Е 


3962.0 





301838 _ 


| 10907 

















+34.3 





35.2 

















4660.3 * 245 —15.0 














| Ratio of long- to short-term” 





Switzerland 754.9 8281 
WM rates aaa оол 
USA 2702.0 2791.4 


United 5 





MONEY AND INTEREST RATES Short and long-term interest rates eased slightly in America, 
Britain and West Germany; in Japan they stayed firm. The narrow measure. of France's money 
supply grew 6.4% in the year to August; the broad measure grew 7.4%. 





Money supplyt Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
% rise on year ago Money market Commercial banks Bond yields Eurocurrency 
Narrow Broad Overnight 3 months Prime Deposits Gov't Corporate’ Deposits Bonds 
[м1] lending 3 months long-term 3 months 



































Australia + 55 05 1817 2050 1788 1300 

Belgum +48 +790 986 980 1225 960 961 931 
Canada + 48 — 4111 os 1225 1250 1350 1200 9.50 10.27 
Frane +64 + 74 a9 10.19 1056 1050 10.75 ^ 907 974 
W.Germany+ 47 + 51 sp — 730 6.20 950 7.46 _ и 





Holland +66 +124 a 628 843 10.25 843 


Пау +76 +92 sp 1263 1325 1400 па 
Japan +72 +99 s 609 575 488 204 


Spain 4135 +139 c 15.00 1541 1625 775 . 
Sweden na + 63 s 1150 1225 1300 1210 - 
+ 57 a — 700 788 8.50 _ 
+172 c 1813 1518 1600 


+38 o: 888 813 10.50 


Other key rates in London 3-mth Treasury Bills 14. 4%, 7-day Interbank 14.8 B%, “clearing banks' 7-day notice 4.0%, Eurodo 
rates (Libor): 3 mths 8.496, 6 mths 8.396. 


iM except UK MO, M3 except Belgium, Holland, italy and Sweden M2. “Japan n M2 plus COs, UK Ma. Definitions of interest rates quoted available on requis 
Sources: Banco Bilbao Vizcaya, Chase Manhattan, Banque de Commerce (Belgium), Credit Lyonnais, Credit Lyonnais Bank Nederland, Svenska Handelsbanken, 
ANZ Bank, CSFB, The WEFA Group, These rates are indicative only and cannot be construed as offers by these banks. 


TRADE, EXCHANGE RATES AND RESERVES The dollar fell 1.8% to DM1.79 but was steady against the yen at ¥144. Britain's visible-trade deficit 
сма £1.8 billion ($2.9 billion) in October, considerably better than expected. Failing to see the bright side, the trade-weighted pound fell another 
| 1.026 to 86.3. Italy's trade deficit fell to $12.8 billion in the year to October (from $13.1 billion in the year to September); Holland's trade surplus fell to 
$3.8 billion in the year to August (from $4.1 billion in the year to July). 
























































trade balancet current- trade-weightedit currency units per $ currency units foreign reservestt 
account exchange rate Sbn 
tatest 12 balance $bn 
months latest 12 mths latest year ago latest perf per SDR per ecu Sept year ago 












































Australia, France, Canada, J oo UK and USA imports s fob, exports fob, All athers cit/fob. t$ Bank of England index 1985 = 100 New series. m Excluding gold. ** August. 11988 
Registered as a Newspaper. Produced by The Economist Newspaper Ltd., London, England, and printed in Singapore by Times Printers Pte. Ltd. 

















od: merchant banking can often accomplish 





what conventional banking cannot. 











Today's corporate financial problems often seem to resist the 
efforts of conventional banking. 

Why? Because conventional banking tends to emphasize 
either strong relationships or sophisticated services. 

Yesterday, either may have been adequate. Today, you 
need and deserve both. 

Merchant banking — the Bankers Trust brand — gives equal 
weight to both sides of the equation. We are constantly developing 
sophisticated financial services and our skill at executing them. 
While at the same time developing broad and deep relationships 
with our clients. 

Such relationships allow us to help you most effectively. 
Most effectively because we can attack each individual problem 
in the light of your overall financial needs. 

Thus today's complex problems often yield most easily to 
merchant banking. And sometimes only to merchant banking. 


"Bankers Irust Company 


Because today isn’t yesterday. 









In schools, hospitals, offices and homes — 
carpets everywhere are holding up better, thanks 
to high quality ActionBac* polypropylene 

carpet backing from Amoco Chemical. 

Outstanding strength, lasting stability, and 
excellent anti-static characteristics make 
ActionBac the material of choice for virtually 
every carpeting application. Unlike jute, it's 
completely waterproof, so mould, mildew and 
shrinkage are never a problem. 

Amoco Chemical is the world's largest 
supplier of woven polypropylene fabrics. And this 
material is just one of the high quality products 
Amoco supplies directly and through licensees 
and joint ventures. Other products Amoco supplies 
include isophthalic acid for use in corrosion- 
resistant pipes, tanks and irrigation systems; 
trimellitic anhydride for making vinyl plasticisers; 
and terephthalic acid for producing polyester. 

So often, materials from Amoco Chemical are 
the story beneath the story, one of the underlying 
factors that enable your success. 

For more information on our activities in Asia, 
write to Amoco Chemicals Far East Limited, 
16th Floor, Great Eagle Centre, 23 Harbour Road, 
Hong Kong. Telephone: 5-83228899, 

Telex: 75657 AMOCO HX; Fax: 5-8381810. 


Amoco Chemicals 


© 1989 Amoco Chemical Company 





The pinnacle of the watchmaker’s art. Blancpain men’s watches in eighteen karat gold with 
automatic movements, ostrich straps and the Tiffany signature. From top: With day, date and moonphase, $7,825. 
With date and sweep second hand, $5,975. With perpetual calendar and moonphase, $18,125. 


mr € is 
IFFANY О). 
NEW YORK LONDON MUNICH ZURICH HONG KONG 


ISCO BEVERLY HILLS SOUTH COAST PLAZA DALLAS HOUSTON CHICAGO ATLANTA BOSTON 800-526-0649 ©T&C( 








AQUINO AGONISTES 
JAPAN'S BUSY SHIPYARDS: 
E cono mis [Й SAATCHI'S SLIDE 


OPPOSING THE POPE — 
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WHAT GOOD Is A Business ON THE 
Ir YouR BANK Stays AT HOME? 





It your business is expanding into new trade finance and capital investment needs. 
markets, you need a bank you can count on. In fact, no other bank offers Asian 
You need a bank like Security Pacific. businesses as many connections to the West 


With forty offices throughout the 


“ч э . ) ef. 
Coast as Security Pacific. 


Security 
West Coast of North America and all of 11 So before your business makes 


Asia's major financial centers, Security its next move, why not make sure you 
have a bank that will move with you. 


Pacific is well equipped to handle your 
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Western aid can't cure the East 
ns’ economic ills— 
they'll have to do it themselves, 
page 13. Seeking supply-side | 
advice in America, page 37. The _ 
reunifying Germanies, page 15, 
brought together by the 
collapsing East, page 53, and its 
corrupt leaders, page 54. Polish- 
German daggers across the 
Oder, page 57. Cheated 
Czechoslovaks, page 54. 


Aquino agonistes 
The sixth and most serious 
attempted coup since Marcos, 
page 23 


Busy shipyards 
The canny Japanese build cartels 
to curb the South Koreans, page 
85. South Korea's chaebol still 

have much to do, page 80. 































The brothers’ blurring vision of | 
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The liberals fight back, pages 
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Juries and fraud trials 





Sir—I share your prejudices 
November 18th), but I admit 
them for what they are. The 
rength of our position is well 
ade by you: what evidence is 
there that juries get it wrong as 
opposed to finding it difficult? 
And what evidence is there that 
ges and assessors would do it 
tter, as opposed to cheaper? 
onomists should not under- 
lue the legitimacy conferred by 
representative bodies as 
uries. 

However, it would be foolish 
ot to admit the difficulties (not 
necessarily weaknesses) of juries 
-serious fraud trials. You men- 
n complexity, but there is also 
numeracy, comprehension of le- 
land other technical terms, 
even of accents and dialects. 
n there is the problem of evi- 
ence decay through lengthy de- 
sand of memory, not just of 
tnesses, but of jurors them- 
lves in a lengthy trial. There 
may also be problems of fa- 
igue-—militating against your 
call for extending judges’ work- 
| days in jury cases—and in 
ome trials of emótional stress 
rom the subject matter, effects 
Xf advocacy on witnesses, and 
he stress of persuasion within 
the jury room. 


The. 
nomist 
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But these too are speculations. 
Jurors may be fountains of mu- 
tual support, skills, shared ex- 
perience; of commonsense. 

Certainly we should consider 
reforms—for which prosecutors 
appear to be becoming the new 
scapegoats—but let us consider 
them on the basis of cogent evi- 
dence. With a jury, only so much 
can be achieved by statistical or 
experimental techniques. There 
must be safeguards for defen- 
dants and for the anonymity of 
jurors; but it is time for con- 
trolled recording of the delibera- 
tions of juries in fraud and other 
trials, and for multi-disciplinary 
analysis of those tapes. With 
Guinness, County NatWest and 
the Savings and Investment 
Bank cases coming up for trial, 
the home secretary's dispensa- 
tion and the Manx attorney-gen- 
eral's fiat ought to be granted 
without delay. 

PAuL ROBERTSHAW 
Cardiff Cardiff Law School 


——M 





Euro-greenery 


Sir—In “Money from greenery” 
(October 21st) you conclude 
that by using environmental tax- 
ation finance ministers could 
combine revenue-raising with 
improving the quality of life. I 
agree completely, and have re- 
cently raised this point with my 
colleagues in the council of min- 
isters for economy and finance. 
The European Commission 
has recently put forward revised 
proposals for the harmonisation 
of excise duties in the EC. There 
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these proposals. Good, because 
in principle it allows states like 
Denmark to keep high duties on 
tobacco and alcohol. Bad, be- 
cause in general it does not set 
targets sufficiently high for du- 
ties on products that are harmful 
to health or to the environment. 
In particular, the target rates for 
tobacco and alcohol should be 
increased substantially, as well as 
the proposed rate-bands on en- 
ergy products. 

In addition to existing duties, 
there is a need to introduce new 
environmental taxes, preferably 
on an EC basis. Ozone-destroying 
substances are one example; 
non-returnable packaging is 
another. 

High excise duties would at 
the same time strengthen public 
finances, improve the environ- 
ment and ease the process of 
harmonisation of excise duties 
in the ЕС. 

Ме 5 HELVEG PETERSEN 





Copenhagen, Minister of 
Denmark Economic Affairs 

8 
It comes to us all 


Si&—Your article on artificial 
human insulin (October 21st) 
states that "death is all too fre- 
quent among diabetics;" and 
"death among diabetics is quite 
common". 

May I remind you that death 
is frequent among everybody 
and is especially common in old 





people. 

Manchester VICTOR GLASS 
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Singapore again 


Sir—Mr Jeyaretnam (December 
2nd) complains that the Singa- 
pore government has refused to 
pardon him, even though the 
Privy Council held that he had 
been wrongly convicted by the 
Singapore courts and was wholly 
innocent. 

The Privy Council had no ju- 
risdiction to review or overturn 
Mr Jeyaretnam’s criminal con- 
victions for fraud. The issue be- 
fore it was Mr Jeyaretnam’s pro- 
fessional disqualification and 
not his criminal convictions. It 
acknowledged this in its judg- 
ment. The Privy Council made 
its comments on the convictions 
without hearing arguments from 
the Singapore Public Prosecu- 
tor. It sat as a Singapore court 
and had full powers to summon 
the attorney-general to appear 


rule of natural justice 
Based on these comments of 
the Privy Council Mr 
Jeyaretnam claimed in a petition 
to the president that he was enti- 
tled to a pardon as of right. This 
was disputed. So he has taken 
out a summons in the High 
Court, for a declaration that his 
conviction was bad in law and 
that he is not disqualified from 
being a member of parliament. 
The matter is now before the 
courts, 








MATTHIAS YAO 

Political Secretary 

Singapore to Goh Chok Tong 
м 





Biue-eyed boy 


Siz—Allow me to correct your 
characterisation of Preside. 
Augusto Pinochet (Novemt 
4th). You say that: "at the age of . 
13 his voice is croaking, his eyes 
a bit blurred." On November 
14th, my wife and I had the priv- 
ilege of a private audience with 
President Pinochet. During ап. 
extended discussion of political 
philosophy and economics, we 
observed President | Pinochet's 
clear-blue twinkling eyes. As for 
his voice, it was clear as a bell. 
Indeed, President Pinochet was 
as sharp as a tack. 

Rara avis, President Pinochet 
is a politician who has delivered 
what he promised. He has trans- 
formed the Chilean economy 
from chaotic socialism to a lib- 
eral free-market system. More- 
over, he has allowed Chileans to 
vote in free and open elections. 


Steve Н. HANKE 


Baltimore, The Johns Hopk 
Maryland Univers... 
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A comprehensive guide to the region. 
This new 1989 edition gives a 
complete overview of the main issues 
affecting China, Japan and the newly 
industrialised countries into the 
1990s. К also provides detailed facts, 
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East Asia - China, Japan, Hong 
Kong, Macau, Singapore, South 
Korea and Taiwan. 
Price includi с UK & Europe £115; 
The Economist Intelligence Unit 
‚Маке DepLiEBXL) 216 Park Avenue South 
530 Duke бее! New York, NY 10003 
London WIA DW, UK USA 
Tek 01-493 6711 Tei: i212) 460 0606 
A division of Business International 




























6 Published weekly (except for a combined issue the last week in December and the first week in January) by The Economist Newspaper Lid., 25 St. James's Street, London SWIA THG 
<. Printed in Singapore. Return undeliverable mail to Times Printers Pte. Ltd., Times Jurong, 2 Jurong £ 
information should be addressed to The Economist Newspaper Ltd., Representative Office, 2 Jurong Port Road, Singapore 2264; Tel: 2644891, telex: RS22152 ECONS: 


Port Road, Singapore 2261. Subscription queries; address cha 






es and requests tor 


conomic Advisers 


with HM Government Economic Service 
to £26,910 


The Government Economic Service provides 
advice to Ministers and senior administration staff 
on a range of economic issues. We are now seeking 
to appoint Economic Advisers to undertake 
day-to-day advisory work and longer term projects 
on behalf of several government departments. 

We offer exceptionally interesting, varied and 
challenging work. You will work to the highest 
professional standards, and be able to communicate 
economic analysis to non-specialists. You will have 
the opportunity to move between government 
departments and to develop and maintain contact 
with economists in universities and research 
institutes. 

You should have a good degree in economics 
together with at least 5 years’ relevant professional 
expérience. For some posts expertise in econometric 
modelling and in macro and micro-economics 

forecasting and analysis would be an advantage, as 
would a record of publication in professional 
economics. Excellent communication skills are 
essential. 

There are vacancies in the following 
Departments. 


HM TREASURY (4) 

Posts in areas as diverse as; analysis of 
macroeconomic policy; the forecasting of the 
domestic economy; analysis of the world economy; 
the planning and contral of public expenditure; the 
microeconomic analysis of expenditure 
programmes, ` 
DEPARTMENT OF TRADE AND 
INDUSTRY (3) 

Advising on aspects of industrial policy with 
particular reference.to the implications for 
individual markets and sectors of the economy. Some 
posts involve systematic evaluation of the 
cost-effectiveness of policy. — 

HM CUSTOMS & EXCISE (1) 

Working in close collaboration with HM 
Treasury, you will be involved with issues relating to 
excise duties and VAT. : 
DEPARTMENT OF EMPLOYMENT (2) 

To work on general labour economics and 
training policy. 

FOREIGN AND COMMONWEALTH 
OFFICE (1) 

Analysis, mainly macro international, and 

advice on both functional and geographical issues, 


including the European Community, international 
trade and finance, and Eastern Europe. 


DEPARTMENT OF HEALTH (1-2) 


Up to 2 posts concerned with the economic 
advice on the implementation of the NHS White 
Paper. 


OVERSEAS DEVELOPMENT 
ADMINISTRATION (3) 


Three Adviser vacancies for environmental 
economic analysis and policy, the aid programme to 
Africa, and project appraisal. These require 
developing country work experience. 


There may also be vacancies in the 
Department of Transport for someone with relevant 
experience in that field and more generally in the 
following departments; 


Ministry of Agriculture, 


Fisheries and Food 

Department of the Environment 
Department of Social Security 
Scottish Office 


These posts аге for a period of 2-5 years but 
can be made permanent, Secondment fram an 
existing employer may be considered, 


We offer starting salaries in the range 
220,185.425,160 [plus Inner London Weighting of 
1750), together with a range of benefits including 
generous relocation assistance where appropriate: 

There are Performance Range points available, above 
the maximum of the scale up to £28,710, exclusive 
of London Weighting for sustained high 
performance, 


If you want to know more about the work of 
the Government Economic Service call either 
Douglas Todd {01-270 45401 or Tom Morris (01-270 
5098]. 

For further details and an application form {to 
be returned by 3 January 1990) write to Civil 
Service Commission, Alencon Link, Basingstoke, 
Hants RG21 1JB, or telephone Basingstoke [0250] 
468551 (answering service operates outside office 
hours). Please quote ref:G[( 1)622. 


The Civil Service is an equal 


HM GOVERNMENT ECONOMIC 
SERVICE pu e. opportunity employer 








As leading advisers on microeconomics 
we are looking to expand our team. Our 
work spans most aspects of applied 
microeconomics and our clients range 
across the public and private sectors, both 

_in the UK and overseas. We put economics 
into action. 


Our London office is seeking to recruit 
experienced and highly motivated 
economists. Working in business, finance or 
government, you hold a Master's qualification 
in Economics and enjoy the challenge of 
finding practical solutions to complex 
problems. Satisfaction comes from seeing 
your work implemented and you have the 
communication skills to achieve this. Your 
track record is one of success and you are 
determined to increase the pace of your 
career and to broaden your experience. 





As an Economist at Touche Ross you 
would be part of an established team of 
economists who work in an intellectually 
stimulating and multi-disciplinary 
environment. 


We wish to meet Economists at all levels. 
Those who join us can anticipate. a 
challenging and varied career where 
achievement is rapidly recognised and 
rewarded. Initial salaries will range up 
to £50,000 plus a car, based on your 
experience and work record. Your progress 
will depend upon your ability and the 
ambitious should aim for partnership within 
3-5 years. 

If you can put economics into action then 
we want to hear from you. Send your full CV 
to: Michael Hurton (Ref: 3087) 5th Floor, 
52/54 High Holborn, London WC1V 6RL. 


A Touche Ross 


Management Consultants 
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INTERNATIONAL PROPERTY 


IN LONDON, IT’S A FANTASY. 
IN MELBOURNE, IT’S FOR SALE. 


This is 1.9 hectares (4.7 acres) of Melbourne, Victoria, 
Australia. 19,260 square metres in the heart of Melbourne's 
Central Business District. 

It’s almost certainly the largest inner city development 
site available anywhere in the world. 

And it’s for sale by tender. 

The terms are 1% deposit, lodged with your tender, 
a further 9% on exchange of contracts and the balance payable 
on June 25, 1990, or 3 years from the date of the contract. 

And no stamp duty is payable. 

It’s unlikely that such a huge piece of the Central 
Business District would ever become available in London. 

But in Melbourne, it is available. Now. Building 
restrictions are minimal. Three towers, of historic significance, 
are to be retained. 

And given their central position, fronting Lonsdale 
Street, one of Melbourne’s major thoroughfares, their 
integration with any future development is limited only 


by your imagination. 
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That apart, all but three buildings will have been 
demolished by the time tenders close. 

Which means the successful tenderer can choose to have 
them demolished by the vendor, or incorporated in the new 
development. 

In other words, the possibilities are virtually limitless. 
Time, however, is not. 

The closing date for tenders is March 15, 1990 

For further information, contact the Sole Agent at the 
number below. But we recommend you do it soon. 

Because for once, it's true to say that this offer is 


incomparable. 
n4 Baillieu 
Mr Robert Hannington, Knight Frank & Rutley, 
20 Hanover Square, London WIR OAH. Telephone 
(01) 629 8171. Facsimile (01) 493 4114. 


Mr Paul Healy, 360 Collins Street, Melbourne, Victoria 


3000, Australia. Telephone(03)6025722. Facsimile(03)6702056. 
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The specialist in all transmission technologies. 
Because unlike the bewilderingly large number 
of companies who concentrate merely on one 
particular product in one particular area, Alcatel 
Transmission operates right across the board. And 
beyond. 

From initial design right through to the servicing 


10 


So perhaps you sho 


of the full range of voice, data and image tran: 
mission systems. 

Systems which fit into any network, whethe 
local, national, international or military. Systems s 
advanced that they will be capable of satisfyin 
future transmission requirements. 

For you, this vast pool of expertise and e» 
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n system сап be complex. 


»erience, a capability which has made Alcatel Һе 
kading supplier of all space, land and submarine 
'ansmission systems — means you will always get 
ne best solution to your transmission requirements. 

One that never relies on pre-conceived notions 
md pre-packaged answers. So next time, be 
ipecific right from the start. Talk to Alcatel. 


ALCATEL 


Transmission Product Group 
10, rue Latécoere, 78141 Vélizy Cedex, France 










he Tees and Hartlepoo! Port Authority operates the UK's 
econd largest port in terms of tonnage of goods handled; the 
remier UK port for volume and variety of bulk liquids passing 
hrough; the major entry and distribution point to the UK for 
base chemicals. Teesport and Hartlepool are within 24 hours’ 
ailing of most of mainland Europe and Scandinavian ports. 
joth are vital to Teesside commerce. British Steel at Redcar 
ends 25 per cent of its exports through its own Teesside facility, 
hillips Petroleum's Norsea terminal, largest of its kind in the 
orld, processes and redistributes all the oil from the Ekofisk 
field. Initially an import facility, Nissan UK is = using 
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its purpose-built terminal for exporting. UK. made cars to the 
ЕЕС. ICI's Billingham wharves account for 400 ships a year. The. 
Tees Offshore Base reaches into the future of. offshore oil 
exploitation through its advanced subocean technolo 
complex. In providing facilities for these and many others, the ` 
Tees and Hartlepool Port Authority has built up a formidable 
technical expertise. An expertise which is ready to serve new 
port-related industries on Teesside. To find out more contact 
Duncan Hall, Chief Executive, Teesside Development 
Corporation, Tees House, Riverside Park, Middlesbrough, 
Cleveland TS2 TRE. Tel 0642 230636. Fax 0642 230843. 
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Jump-start for the East 


OST of Eastern Europe has been run- 
ning on adrenalin these past few 
months. Now, as the snow starts to fall and 
the days grow shorter, other things are 
needed: like food, jobs and electricity. The list 
is a reminder that, after all their political tri- 
umphs, East Europeans stand on the edge of 
economic disappointment. It is natural for 
tsiders to want to spare them that fate, but 
- is vital to avoid the kindness that kills. 
"Helping Eastern Europe” is a sentiment, not 
a policy. 

The policy-making must start by recalling past failures. 
During the 1970s most East European countries got all the 
dollars they could have wished for from the West. The dollars 
went to waste, every one of them. They may have headed off 
some food riots, helped to pay some miners' wages, kept bu- 
reaucrats self-importantly busy. But their only lasting legacy 
was a foreign debt that, per person, ran the Brazils and the 
Mexicos close, and has proved no less difficult to service. 
With a record like that, only the most naive can still believe 
that money by itself equals help. 

Alas, naivety is as strong as memories are short. Already it 
is impossible to get any proper figures on how much aid has 
been pledged to Eastern Europe, not even from the Brussels 
commission, which is in charge of co-ordinating outside ef- 
forts. Talk of a Marshall Plan for Eastern Europe is still in the 
air, despite the differences between Western Europe in the 
` е 1940s and Eastern Europe now. And when Lech Walesa 
-Oke to Congress recently, he came away with pledges of 
American aid that had suddenly more than doubled. 

That spasm was inevitable: Mr Walesa stirs the heart, his 
country is already running three classes of soup kitchen, and 
it is always right for foreigners to be ready to offer emergency 
relief to hungry people. But much of the food aid sent to Po- 
land this year has been piling up at the docks and in the de- 
pots, not reaching the shops and the empty bellies. Econo- 
mies that are bad at producing things are usually bad at 
distributing them as well. 


The tests should be no different 

The cure for these shortcomings is not money. What is 
needed is exactly the same cure that the non-communist 
world already applies to its sick countries. À troubled govern- 
ment wanting outside help has to start by submitting its eco- 
nomic programme to the International Monetary Fund and 
the World Bank. The IMF looks set to get more money specifi- 
cally for lending to Eastern Europe. It also needs to get an 
absolute assurance that it will not be asked to relax its normal 
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conditions for lending just because Poland is 
the country in difficulty and a lot of American. 
politicians have Ws and Ks in their names. - 

Without such an assurance, the Fund а 
the Bank will be unable to play their really vi 
tal role: creating the conditions in which foi 
eign capitalists will help Eastern Europe @ 
thrive. Western governments do not have risk 
capital, technology, managerial skills, market 
ing nous. Much the biggest source of all 
things are foreign multinationals. Get enou; 
of them into a country and they set a tone 
that local companies quickly want to copy. Hardly anywhere e 
in the world has foreign investment transformed an econom ny 
on its own; but it brings in a commercial culture that spread! 
and multiplies and eventually does the trick. That is Eastern 
Europe's best hope for the mid-1990s and onwards. 

A few of Eastern Europe's countries show early signs o 
recognising these truths. Poland and Hungary are negotiating 
with the IMF for credits, and the Fund is being commendably 
tough in its approach. Hungary has welcomed some foreign 
investment and reduced central control over company deci- 
sions. East Germany is quickly being pulled i into some of he 
realities of the market-place, not least in its decision to di 
value its currency against the D-mark. If more such steps are 
taken, it is possible to imagine parts of Eastern Europe getting 
modestly richer fairly quickly. 

Parts of, modestly, fairly: what a dull prospect, after all th 
excitement of the past year. Yet consider the other possibi 
ities. First, that Eastern Europe really takes off, creating k 
own economic miracle because its people are educated a ү 
yearning to breathe free. For that to happen will requir 
much more than the reforms that even Hungary has so fa 
been prepared to make. It means introducing a market econ- 
omy supported by the familiar features of capitalism: inviola- 
ble property rights, shareholders, dividends, freedom to i 
vest, freedom to make a fortune and keep a big chunk of i 
freedom to go bust. The boldest minds in Eastern Europe i 
thinking along these lines, but they face enormous obstacle 
before the changes they favour are actually made—and mad 
to stick. 

The other extreme is the grim one. A few incoherent г 
forms—here some joint ventures, there a reduced subsidy o 
two—but nothing that gives each economy the chance tc 
taste the fruits of free markets and risk-taking businessmen. 
Instead, governments are soon faced with the pain of chang 
but none of its pleasure, so react to every increase in unem- 
ployment by trying to prop up arthritic companies. That pro- 
duces little or no growth—except in prices, which soar with 


ese 






E LL L———LB———— ———— м шер گے‎ E 
- m 


3 оп. 

— No, the dull higgledepiggedly middle seems more likely 
than either of these two extremes. Yet it carries dangers of its 
_ own. On the East European side, the dashing of high hopes 
could lead to a rejection of the pluralist model, helping the 
old guard to regain power in the name of the people. On the 
western side, the risk is that governments will be so unhappy 
. with the unevenness of Eastern Europe that they will be 
drawn into “helping” the laggards—whose lagging, then as 
now, is caused by their failure to change their economic poli- 
cies. Far better to have a few undoubted successes, caused by 
unmistakable policies, than to have a generalised mediocrity 

that provides no clear lessons for anyone. 
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S THE European heads of government eye one another 
L A around the summit table in wintry Strasbourg, 11 of 
them might be forgiven some unseasonal thoughts about the 
party-pooping twelfth, Britain's Mrs Margaret Thatcher. 
Fresh from crushing a paper-tiger challenge to her leadership 
of the Conservative party, she shows no signs of warming to 
the two ideas at the top of the Strasbourg agenda: monetary 
union and the social charter of workers' rights. Her partners 
in Strasbourg all believe that creating a new Europe will need 
ion as well as paperwork. They suspect they could no 
raise a cheer from Mrs Thatcher than squeeze a smile 
from a suit of armour. 
Nor, on the face of it, can they draw much cheer from the 
mood in Britain. Opinion polls show that most Britons share 
their prime minister's unease about any transfer of power to 
Brussels: the phrase “our national sovereignty" has a reso- 
e that still rings true in Britain, however hollow it may 
d to other Europeans. In the British parliament itself, 
s Thatcher's refusal to allow any explicit concession of 
er over domestic economic policy is echoed, and under- 
lined, by the Labour opposition. 
Outside Britain, Mrs Thatcher seems more isolated than 
ever. George Bush did the gentlemanly thing when he tele- 
phoned to say sorry for the snub—but his original words 
spoke truer when the president called for “а continued, per- 
haps even intensified effort of the 12 to integrate, and a role 
for the EC asa magnet that draws the forces of reform forward 
Eastern Europe". That is a rallying cry from the super- 
power with which Mrs Thatcher herself still claims a special 
elat ionship. Embarrassed, she tried to shrug it off, claiming 
that “our problem is not with the integration of Europe but 
the kind of Europe we want to see”. Yet the kind of Europe 
and the degree of integration are intimately linked; it is a dis- 
tinction without a difference. 
_ At Strasbourg a high incidence of gallic shrugs, latin im- 
р Breentions and teutonic snorts will be one sign that Mrs 
hatcher's Cassandra routine is wearing her audience's pa- 
tience dangerously thin. The real Europeans within the Com- 
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he lady's not for spurning 


Why the European Community should not give up on Britain 


س 


That does not mean that western governments should зй ! 
sit on their hands. They have a lot to do, encouraging the East 
Europeans to sign double-tax treaties and investment codes, 
and offering technical assistance on such essential but 
unglamorous tasks as collecting decent statistics. Westerners 
should also be opening their economies to trade from Eastern 
Europe, and be ready to accept the pain when some of the 
food imports undercut their own farmers. 

Moves like these would really benefit Eastern Europe. But 
how many western politicians would favour them rather than 
the cosmetic charms of "New aid package for Poland”? Every 
time you see such headlines, pity Poland. Its brave people will 
be on the road to nowhere, "helped" every step of the way. 
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munity have long been fighting the temptation to turn their 
backs on Britain, to construct a tighter EC that would exclude 
the awkward offshore island. To succumb now, while under- 
standable, would be a mistake. The impatient among them 
should look more closely at what is happening to Britain’s 
political leaders—and think again about what Britain could 
offer the rest of the Community. 


After her, they’ll break the mould 


Despite appearances, the Conservative party is changing. The 
bold unknown who challenged Mrs Thatcher for the leader- 
ship raised a standard for the anti-Thatcherites: the malcon- 
tents, the snubbed and rejected, those who loathe Mrs 
Thatcher’s style. The challenge was also based in large part on 
disaffection with her attitude to the EC. But to see Mrs 
Thatcher's victory as a vindication of her Little-Englander in- 
stincts would be quite wrong. It was a defeat for the anti- 
Thatcher faction, already weakened and diluted by the int. ` 
of younger Conservatives elected under Mrs Thatcher’s bu... 
ner in three successful elections. This was probably the anti- 
Thatcherites’ last stand. 

But that is not what matters. Many of those who rejected 
the anti-Thatcherites and voted for the prime minister still 
disagree with her fundamentally over Europe. For those op- 
posed to the anti-Thatcherites include a new, non- 
Thatcherite generation which has been rising through the 
ranks. Among its stars are Mr Chris Patten, Mr Norman 
Lamont, Mr Ken Clarke, Mr William Waldegrave, Mr John 
Patten, Mr David Hunt, Mr Tristan Garel-Jones, Mr David 
Mellor, Mrs Virginia Bottomley and even Mr Kenneth Baker, 
the chairman of the Conservative party. If the Tories are in 
government ten years from now, they and their kind will 
dominate the cabinet. 

These Tories are not from Mrs Thatcher's philosophical 
or political tradition. But all of them have been influenced 
and tempered by Thatcherite economics and the prime minis- 
ter's brand of conviction politics. When Mrs Thatcher finally 
goes, they expect to come into their inheritance—like culti- 
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peasants, but are nonetheless gratified by the size and repair 
-of the estates she promises to bequeath them. 

When the challenge to Mrs Thatcher’s leadership really 
„began to grow after the resignation of her chancellor, Mr 
i E plores hoped to draw in some of the 












own and the p prime minister was able to claim 8596 support. 

— ..So it would be wrong for the other European leaders to 
look at the Tory leadership result and the latest polls of Brit- 
ish voters’ opinions about Europe, and write Britain off. Mrs 
t cher will not be with them for ever. When she goes, who- 
Jever replaces her will be a different sort of prime minister: 





even now, if the Tory party went to war over its attitude. to 









Europe, the pro-Europeans would win. While she remains, 
the Community's keener spirits should stifle their irr 
tion—and even pay more attention to some of the genuin 
points of substance that she makes. 

Slowing down the European convoy to keep the B 
galleon within hailing distance could be a tricky man 
in the coming months. The effort would be wort 
Without Britain’s presence, working closely alongs: 
the strength of a confederated Germany could o 
the EC apart. The British commitment to economic | 
and Albion's mistrust of the grand, Napoleonic gestut 
be valuable in the inner counsels of the Community, ho 
it develops. Externally, Britain brings its founder-me 
ship of the Anglo-Saxon world club, comprising Wash 
and much of the Commonwealth. Patience, messieurs: evi 
thing comes to those who wait. 
































When moneymen err 




























< Britain still needs an SEC to keep the City on the straight and narrow 


HE regulation of London's financial markets is caught 

.. A dangerously between two stools. Britain is moving from 

` self-regulation to statutory regulation, as America did long 
ago. In place of the old nods and winks, it is for Parliament to 

- legislate and for the courts to interpret and punish. The legis- 

~ lation for justice’s terrible swift sword has been in place since 

_ the Financial Services Act was passed three years ago. 

...— That is the theory. Reality is quite different, because the 

` sword is proving slow and clumsy. It will be some time next 

¿year before the courts rule on whether, in 1986, Guinness 

used illegal methods to acquire another drinks company, Dis- 

tillers. Eleven people face criminal charges from County 
NatWest's handling of Blue Arrow's rights issue in 1987; only 

‚ î” late 1990 will they stand before a jury. 

: Such delay makes some in the City hanker for a return to 
the quick swish of the self-regulatory cane. Their case sounds 
beguiling. Statutory regulation needs evidence hard enough 
to stand up in court. That is difficult to gather, and takes 
time, so it is better to catch potential miscreants before they 

о: real damage. Self-regulators’ “punishments”, such as 

- threatened expulsion from the brotherhood of good stock- 
brokers, fit the (often arcane) crimes better. They look more 
humane than the statutory system's punishment: ruinous le- 

.gal costs, eventually followed by six months in jail, if 
.convicted—and all for doing something everyone else was up 

хо, but just did not get caught for. A bit fierce, surely? 

|... No. Remember the old City: the stockbroking firms with 

their suspense accounts which delayed allocating shares to 

- buyers (such as unit trusts) so that losses and gains could be 

juggled in order to dupe innocent investors. Remember the 

_ long-unpunished theft at Lloyd’s, the insurance market, in 

< the early 1980s, Remember Imperial Commodities, run by 

| the. sort of yuppie who gives all yuppies a bad name; it existed 

. onlyto defraud i investors. In those days too few of the bad old 
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faces ever went away. The self-regulators would hand out t 
ings-off, but rarely blackball offenders. 

It is precisely because of the failings of the old system t 
statutory regulation of the City needs to be hurried forwar 
It too will have its faults, no doubt, but they will be reduced 
one systemic change is made straightaway. There are 0 
many bodies charged with regulating and investigating di 
ent aspects of the City. In place of the present confusio 
powers and responsibilities should be concentrated in. oi 
place. The obvious agency-in-waiting is the Securities and 
vestments Board (sis). It should be suitably beefed up, ar 
paid for by the taxpayer, instead of by the present method. 
City levies: a clean City is a public good. 


Don't leave it to Clouseau 


One advantage of tidying up the chain of command is that 
would help to shorten the time that regulators currently 
to prepare their prosecutions. While all those Inspe 
Clouseaus are bumping into each other, the Pink Pant 
run free. The worst of the Clouseaus, the ones to abolish, 
the dilatory inspectors at the Department of Trade and Ind 
try (DTI). At present the main result of their labours is to del 
cases coming to court. The $18, the Serious Fraud Office а 
the Fraud Squad do not start to bring cases until the D 
inspectors have reported. They have been inspecting Minet 
firm of insurance brokers, for seven years, long enough. 
shame even a PhD student. The average length of a DTI inve 
tigation is almost 21/2 years. 
During that long wait, the investigations can cast unjus 
fied aspersions over people's characters. Last week the Ba 
of England received a copy of an interim report from the D 
into the Guinness affair, which apparently criticised var 
bankers' roles in the scandal. The Bank wrote to banks war 
ing them not to hire the people named in this unpublis 
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rt; it also wrote to those named in the report, warning 








hold managerial jobs in a bank, so they should not trouble to 
apply. Formally, that was fair enough: under the Banking Act 
the Bank of England is charged with ensuring that fit and 
` proper people run banks, so it was only doing its job. 

Now look what happens elsewhere in the City, where a 
different policeman patrols. Mr David Mayhew, a partner at 
:the stockbroking firm of Cazenove, has been charged with 
conspiracy in the Guinness affair, yet he has been allowed to 
-. keep his job. Much of Cazenove's business is virtually identi- 


that they might not be regarded as fit and proper to 








bank, so it is hard to see any objective criterion ior eating 
Mr Mayhew differently from those who come under the Bank 
of England’s aegis. | 

The recent decision to let the Stock Exchange assemble 
the evidence for insider-trading cases, instead of relying on 
the DTI, is a step in one right direction: keeping the slowest 
Clouseaus out. But Britain’s real need is an equivalent of 
America’s Securities and Exchange Commission, with a com- 
prehensive brief to supervise the City under a rule of law, not 
of men. SIB should be refashioned in its image. 













Latin America s hope 

































their new convictions 


T THE end of their horrible 1980s, Latin Americans have 
something to look forward to. Early next year practically 
all of their rulers will just recently have won free elections by 
promising freer economies. The last on a long list, Chile (De- 
cember 14th) and Brazil (December 17th), are about to plump 
for the less interventionist of their rival presidential candi- 
dates. Peru seems sure to do the same next April. 

In the 1970s the average real incomes of Latin Americans 
grew at 342% a year. In the 1980s they shrank by 1% a year. 
о hawkers throng the streets, slums fester, roads are pot- 
oled, schools bookless. But the people keep their hopes, and 
the rulers learn from past mistakes. The countries that have 
suffered worst are embracing change most keenly. 


Spotting the fibbers 


As a teacher of popular economics, inflation has no equal. 
e poor learn the lesson quicker than university graduates 
and Jesuit priests. Latin America’s inflations are caused, very 
simply, by governments spending money they do not have to 
meet promises they should not make. They create public-sec- 
tor jobs for people who are poorly paid to do tasks that make 
everyone poorer still. Their treasuries fail to collect much- 
needed taxes, largely because private firms are cosseted by 
subsidies and tax breaks that give profits to the rulers’ 
iends, behind tariffs that raise the prices everyone pays. 
The simple disease has a simple cure: simpler, perhaps, 
than that for Eastern Europe’s ills, since no Latin American 
ruler except Mr Fidel Castro has been so completely daft as to 
try to suppress private enterprise altogether. Give Latin 
_ Americans proper money, less government and fewer bureau- 
_ cratic rules, and they will make their nations richer. A useful 
tule might be: the government may present no project for 
which the expenditure is not in effect balanced by revenue. 
Unfortunately, those are the words of Article 197 of the con- 
stitution of Peru, whose government collects only 4% of GDP 
in taxes while spending over 11% of it. 

The trouble is seldom ideology, usually bad management. 
Change the managers, and things will get better faster than 
most people dare hope. But it takes experience to spot when a 
“populist politician is fibbing. For most Latin Americans, 
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To mend its battered economies, its politicians will need new courage to match 








these are only the second round of elections since the репе. 
gave up power. In the first democratic round, the new lot of 
civilian politicians chased votes with extravagant promises 
that they could not conceivably deliver. This time the politi- 
cians are not promising so much, and the people have grown 
more choosy. 

But the price of past folly must be paid, and paying it will 
hurt. Some would-be renovators may not see the job through. 
In Argentina Mr Carlos Menem, that astounding convert to 
less government, faces Peronist toughs who thought they 
were helping to elect a quite different president. In Bolivia, 
scene of the neatest budget-balancing trick in history, politi- 
cal skeletons creep from the cupboards as General Hugo 
Banzer, the old dictator, edges into power despite having 
taken third place in the election last May. 

In Peru the novelist Mr Mario Vargas Llosa seems sure to 
become the best artist to head a government since Paderewski 
became Poland’s prime minister in 1919. But the pianist re- 
signed in despair two years later, and Mr Vargas Llosa will 
have to cope with an economic disaster deliberately lefi ` 
hind by the outgoing president, Mr Alan Garcia, who w...... 
to be elected again in 1995. In Brazil the almost-certain win- 
ner will be Mr Fernando Collor, whose left-wing challenger 
may fight reform with trade-union militancy after losing the 
election. After a quarter-century of inflation, Brazil’s rulers 
have developed an addiction to unsound money, and Mr 
Collor may prove less friendly to reform than to the million- 
aires who profit from the corrupt system. Hyperinflation may 
be needed before real reform comes to Brazil. 

In Chile the likely winner, Mr Patricio Aylwin, has the 
best of anti-inflationary intentions and of able advisers. 
Maybe too much is expected of him. The 16-year dictatorship 
of General Augusto Pinochet brought off a macroeconomic 
revolution, making the government smaller, the private sec- 
tor stronger, the currency sounder. But the miracle was bru- 
tally achieved by killing off dissenters. Chile’s rich are richer 
than ever, but the poor are worse off than they were in 1980. 
The opinion polls show that people will not vote for General 
Pinochet’s legitimate heir, because they dislike that economic 
policy. If free economics is to take root, it must be grounded 
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say that freedom needs a oras hand. Tor Latin America's 
present mess the rich democracies are paying a small price: 
-bank loans unrepaid, and trade and investment forgone with 
nations that need not have become paupers. They should be 
-doing more. But the fact is that, in Latin America as in East- 
| ern Europe, there is precious little they can do. Aid poured in 
.to grossly mismanaged economies pours out again as capital 
flight —and because it pours initially into government coffers 





are in ps foreign capital might spur. growth—but 
public money will not then be needed because private capital 
will hurry home. To stout reformers, rich countries can offer 
limited help through the mr and World Bank, and are doing 
so. But the most dangerous lie that the United States can tell 
its southern neighbours is that it can be their full partner in 
reform. Their future is in their own hands. Realising that will 
be the test of their political maturity. 












Out of confusion, unity 












































West Germans. Everyone else is a bystander 


T BEGINS to look as though it is no longer a matter of if, 
but when. Some say the two Germanies will be reunited 
within five years, others ten, others reckon even longer. Out- 
siders may as well place their bets; there is not much else for 
them to do. It is becoming plain that East Germany’s halflife 
s shorter than anyone thought, and that, unless something 
serious happens in Moscow, fusion with West Germany is go- 
ing to occur sooner rather than later. More, the speed of the 
reaction is going to be set not by Russians or Americans, nor 
even by West Germans. It is going to be set by East Germans. 
In the month since the breaching of the Berlin Wall, the 
tmosphere in the two Germanies has turned from jubilation 
sobriety. East Germany, which has always been a state 
vithout a nation, is now virtually without rulers too. Lady 
Bracknell would not approve. Nor do the East Germans. 
They had neither wanted nor expected their communist rul- 
ers to stay any longer than it took to organise free elections. 
But someone had to be in charge. Now it looks as though the 
communists may not last even that long. The vacuum they 
ve may simply speed up the pace of change. 
It will do so by drawing in political uncertainty on top of 
economic uncertainty. Once the border between the two 
Jermanies was opened, it was always a toss-up whether East 
Germany's inexperienced reformers could come up with a 
programme for change plausible enough to persuade their 
‘compatriots to stay; if they could not, they stood to lose even 
more skilled workers to West Germany, where financial re- 
ards reinforce the allure of political liberties. 
Now political disgust is added to economic temptation. 
To East Germans who have seen their leaders these past 40 
-years as misguided but basically honest men, the tales emerg- 
ing this week of widespread corruption, foreign bank ac- 
counts and illicit arms-deals have added shock and insult to 
njury. They may also have put paid to the fragile hopes of 
party reformers and the leaders of the opposition New Forum 
_ that together they might find a way to a freer, richer but still 
separate and socialist East Germany. The demonstrators' cry 
two months ago was “We are staying here," their way of tell- 
ng their leaders that the flight of malcontents to the West was 
not going to end the pressure for reform at home. That cry 
as. now given way to more and louder calls for full-blown 


18 


e German question is being put by East Germans, to be answered by 





German reunification. E 

As East Germans on the streets have warmed to the i 
some West Germans have started to worry about what they 
may be in for. The fear is growing that East Germany could 
simply disintegrate into chaos, its leaders discredited, its peo- 
ple deserting, its economy in ruins. At that point all the fine 
and reassuring distinctions now being made, including those 
in Mr Helmut Kohl’s speech last week to the Bundestag, be- 
tween confederation and ultimate unification will seem irrele- 
vant. Call it what you will, West Germany would be left to 
pick up the pieces—and the bill. 

More than cash would be at stake for West Germans. At 
home the extra pressure on jobs and housing would add to 
the political problems that the influx of Germans, both from 
East Germany and from farther afield, has already brought. 
And the new voters themselves would change Germany’s po- 
litical complexion. Many of those who came this summer say 
they will vote for Mr Kohl’s Christian Democrats; those left 
behind might prefer to give their support to the Social Demo- 
crats or the Greens. 


The neighbours recoil 


What would that do to West Germany’s position abroad? Its 
partners in the European Community (except Margaret 
Thatcher’s Britain) are worried that its preoccupation with 
the East will divert its attention from European integration; 
encourage it to channel aid through tried-and-tested domestic 
institutions rather than new EC ones; and leave it less money 
to invest in the Community, particularly in southern Europe. 
The Russians, who continue to show their unease about the 
idea of reunification, would certainly not want a reunified 
Germany to stay within NATO unless NATO were greatly 
changed (see page 45). Neither they nor the West will want a 
united, detached Germany to be as powerfully armed as it 
may wish to be. 

These issues worry West Germans as well foreigners. Too 
bad. East Germany may be a poor country of only 16m peo- 
ple, but it is showing that, in its collapse, it has the power to 
force the pace of change and foist itself on its powerful west- 
ern neighbour, whether West Germany wants it or not. 


ж 
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A lonely eminence 


Like many world leaders, John Paul II is hailed abroad but faces strong 
currents of discontent among his own people. He will not yield 


OHN PAUL II, 264th Bishop of Rome, is 

one of the world's most respected figures. 

Yet his style of government and many of 
his policies are being openly and vigorously 
challenged by influential groups within the 
Roman Catholic church. 

A sign of the trouble was a meeting at 
the Vatican on November 13th and 14th be- 
tween the Pope and the entire West German 
episcopate. One of the main topics was the 
fallout from the so-called Cologne declara- 
tion, a document, prepared by a group of 
Catholic theologians, strongly critical of the 
Vatican and of the Pope himself. 

When it was published last January, the 
declaration caused a sensation, partly be- 
cause of the fame of some of the signatories 
(Hans Kiing, Johann Baptist Metz, Edouard 
Schillebeeckx), still more because of their 
number: a total of 163 from Austria, Hol- 
land, Switzerland and West Germany. Oth- 
ers joined the Cologne group later: 130 from 
France, 23 from Spain, 52 from the Flemish- 
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speaking part of Belgium and 63 from Italy, 
some of them from Rome itself, right under 
His Holiness’s nose. The organisers claimed 
the support of "many" other theologians, 
who allegedly preferred not to sign the docu- 
ment “for reasons contained in the declara- 
tion itself”. 

The protestors’ three principal griev- 
ances were these: 
@ The Vatican was appointing bishops 
throughout the world “without respecting 
the suggestions of the local churches and ne- 
glecting their established rights". 
e Qualified theologians (Professor Küng is 
only the best known example) were being re- 
fused official church permission to teach, “а 
dangerous intrusion into the freedom of re- 
search and teaching”. 
ө The Pope himself was "overstepping and 
enforcing in an inadmissible way" his 
proper competence in the field of doctrinal 
teaching. And—this was the declaration's 
defiant conclusion—"'if the Pope does what 








does not belong to his ministry cannot 
demand obedience....he must expect 
opposition”. 


Sparks on tinder 

Church liberals had been unhappy over 
many of the things the Polish Pope had been 
saying and doing almost since his election 
1978. What triggered this unprecec 
collective outburst was thé appointment i 
November 1988 of Cardinal 
Meisner, the bishop of Berlin and head of 
the Roman Catholic church in East Ger 
many, as Archbishop of Cologne, the big- 
gest and richest West German archdiocese 
That appointment of a traditionalist in Бой 





nred 


Joachin 


faith and morals, and an outsider to boot 
albeit a German, in preference to a loca 
candidate from a cluster of names put for 
ward by the Cologne cathedral chapter, was 
seen as a Roman diktat. It caused concern 
and offence even outside the church 
The other spark that ignited the C 

logne explosion and those that followed it 


was a conference in Rome marking the 20th 
anniversary of the controversial encyclica 
“Humanae Vitae". Promulgated in 1968 by 
Pope Paul VI, this encyclical had reaffirmed 
the church's traditional ban on artificia 
means of birth-control. Many Catholics ha 
at that time expected Paul VI, as advised by 
a commission of experts whom he 
had appointed, to relax the ban. So the dis 
appointment among | 


himselti 


those hoping fo 








| THE POPE AND HIS CRITICS 


change had been all the more bitter. 
The ban is now widely ignored by other- 
wise faithful Catholics. Yet at the 1988 con- 
ference, attended by 60 bishops represent- 
ing the episcopal conferences of many 
countries, no critics of the official teaching 
were given a platform. It was even rumoured 
that John Paul II, under the influence of the 
organiser of the conference, Mgr Carlo 
Caffarra, a moral theologian who heads the 
Pontifical Institute for the Family and is 
known to have the Pope's ear, might raise 
— the ban on birth-control to the level of 
| teaching that has to be accepted by all Cath- 
_ olics. Meanwhile, the Vatican was refusing 
` to allow the publication of the pro- 
ceedings of another conference, at 
- which the ban on birth-control had 
| been attacked 
Much disquiet was caused also by 
. а Vatican decision to widen the pro- 
_ fession of faith that is required of all 
- church office-holders, be they parish 
` priests or experts teaching philoso- 
phy and theology in the seminaries 
where future priests are trained. Till 
then, they had been required to give 
fo assent to major church dog- 
mas. From March 1 1989, the Vati- 
сап announced, they must assent too 
_ чо doctrine not formally proclaimed 
as obligatory—for instance, liberals 
- suspected, the birth-control ban and 
_ other teachings on sex. 


. Stern warning 

The Vatican's first reaction to the 
- trouble was to shrug it off. But when 
the Italian theologians came out with 
` their own complaints, the Pope, who 
- has a specific role as head of the church in 
` Italy, was stung into responding. In an ad- 
dress to Italian bishops in May, he issued a 
warning that the church had no room 
_ for an alternative or parallel magisterium 
(teaching authority). The bishops, he said, 
were the authoritative teachers of the faith; 
the theologians’ job was to help deepen in- 
sights “in a particularly close and loyal 
collaboration with the bishops". The truth 
` of Christian ethics, he complained, was “too 
_ often distorted, not only in practice, but 
` through teaching”. 

Since then, the Vatican has tried to 
` limit the damage. The meeting with the 
- West German bishops was one gesture to a 
province which, incidentally, generously fi- 
` nances Catholics elsewhere, both in the 
` third world and in Eastern Europe. In the 
summer the Pope invited Professor Metz, 
` one of the most prominent Cologne protes- 
_ tors, to a high-level conference in the Vati- 
_ can. He also appointed as bishop of Stutt- 
. gart, an important diocese, Professor Walter 
` Kasper, one of the most prominent German 
_ theologians, a papal loyalist but respected 
` throughout the church. And in a gesture to 
the French protestors, Cardinal Joseph Rat- 
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zinger, guardian of orthodoxy as head of the 
Vatican Congregation for the Doctrine of 
the Faith, promised that he would write to 
each one of them giving his defence of 
Rome's actions. 

The conflict is far from over, however. 
At the November meeting with the German 
bishops, Cardinal Ratzinger regretted what 
he called the tendency of theology to be- 
come detached from the church and increas- 
ingly to be seen as “a factor of power in the 
church, against the church”. And he sug- 
gested that, since many people teaching reli- 


gious subjects in Germany were not fully 
qualified, their numbers should be cut. Lib- 





erals suspected that the cuts that he pro- 
posed would fall on inconvenient people 
like themselves, 


Which way ahead? 

The German debate is part of a wide strug- 
gle over the future of the church. Some 
Catholics such as Professor Küng want it to 
become a “post-modern church of service", 
reconciled with the modern world, both lis- 
tening to it and available to it as a sort of a 
spiritual cash-point. Others, above all the 
Pope, think the church must remain a hi- 
erarchical, teaching body passing on tradi- 
tional doctrine and worship, its God-given 
mandate. 

The struggle, in which the theologians 
are indeed a real force, is not new. Rome 
had its modernists, the precursors of today’s 
liberals, in the early years of this century. It 
suppressed them ferociously. The liberals’ 
next chance came with the second Vatican 
council in 1962-65. Called by Pope John 
XXIII as a limited exercise in refurbishment, 
it was seized upon as an opportunity to push 
the church towards radical change. 

One result of Vatican II was an attempt 
to respond to the growing weight of Catholi- 


cism outside Europe by bringing the church 
closer to the various national cultures. An- 
other was to bring it out into public life as 
the Pope or local church leaders issued pro- 
nouncements on political, social and eco- 
nomic questions. 

Those developments, and the need to 
interpret and disseminate the council’s re- 
sults, called for qualified professionals; no 
longer theologians only but sociologists, psy- 
chologists, economists and the like. A new 
class of clerks—in the old sense of intellectu- 
als—grew up to service the many central 
bodies that the new processes in the church 
had initiated, and, in individual countries, 

the national conferences of bishops, 
another innovation promoted by 
Vatican Il. The bishops themselves, 
ever busier with international and re- 
gional conferences, have increasingly 
relied on their advisers. And this new 
clerkly class, the church's third estate. 
with its vested interest in innovat 
and change, has become a hotbea v. 
ecclesiastical liberalism. 

In the last years of Paul VI's long 
pontificate (1963-78), it looked al- 
most as if the liberal vision had tri- 
umphed. Church progressives talked 
confidently of a future papacy as 
largely symbolic, with the Pope pre- 
siding over a confederation of what 
would in effect be national Catholic 
churches, each run by its own na- 
tional episcopal conference and thus 
able gradually, without too much loss 
of face for the church as a whole, to 
bring its teaching nearer to that of 
other churches and to the secular re- 
alities of the modern world. 

These hopes were dashed by the elec- 
tion, after the five-week pontificate of John 
Paul I, of Karol Wojtyla, Pope John Paul IL 
Even by Roman standards, the church in 
Poland is conservative. The new Pope —- 
not interested in accommodation with 
world, but in reaffirming the church's Cath- 
olic identity on the way to reconquering it. 
The church, he told his advisers from the 
start, needed a clear, pure faith and strong 
internal discipline. 

In Cardinal Ratzinger, a man who had 
gone through Vatican Il and, though once 
considered a liberal, had been deeply dis- 
turbed by its aftermath, he found an able 
collaborator. He appointed the cardinal to 
his present post in 1981. Ever since, the two 
men have worked to tighten discipline and 
bring a greater uniformity into official teach- 
ing, by wresting control of the machinery of 
Vatican II from the hands of the liberals. 


Hand-picking the bishops 

The new policy has been advanced by the 
choice of bishops in the Wojtyla mould: or- 
thodox and energetic, above all ready to 


lead, even when it is unpopular to do so. 
The Vatican, blaming the church's decline, 
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especially in Western Europe, on the flabbi- 
ness of its message since Vatican Il, is not 
interested in people ready to see both points 
of view. The bishop is the teacher-in-chief, 
not some sort of president of a spiritual ad- 
ministration, argues Cardinal Ratzinger, re- 
jecting attempts by some biblical scholars to 
show that the first bishops were no more 
than a superior kind of church supervisor. 

Some bishops have found their new sta- 
tus as spiritual teachers onerous. Many all 
over the world have been upset by the 
downgrading of the national episcopal con- 
ferences, and by the Vatican’s insistence 
that these bodies have no real doctrinal sta- 
tus. But the episcopate is being steadily 
brought into line. Some 1,400 of the present 
3,000 Catholic bishops have been chosen 
under John Paul Il, and the effects are begin- 
ning to show. The new traditionalist bish- 
ops have helped to break or at least weaken 
^ie liberals' hold over some of the episcopal 

»nferences that have in the past been bas- 
tions of liberalism. 

That will not be enough, if the ordinary 
priests, an essential element of the church's 
identity, and the source of its future bish- 
ops, remain influenced by liberal theolo- 
gians of 1960s' vintage. The Cologne dec- 
laration complained that the Vatican was 
delaying the official licensing of certain 
theologians to teach in seminaries. So it is; it 
knows the seminaries will be of vital impor- 
tance in shaping Catholic theology in the 
coming decades. It is no surprise that the 
topic of the next synod of bishops, to be 
held in Rome in October 1990, will be the 
training of future priests. 

In preparation for this, the Vatican 
Congregation for Catholic Education, 
which supervises the training seminaries, 
has launched a huge investigation into the 
way these are working. Accompanied by lo- 
cal bishops, apostolic “visitors” appointed 

y the Vatican in 1988 investigated 354 
.minaries in Brazil training almost 6,000 fu- 
ture priests. They ordered two to close, 
claiming they provided too little theological 
training, worship and prayer, too much em- 
phasis on political involvement. 

Several other countries have already 
had such visitations, including the United 
States, a source of much anxiety to the Vati- 
can. Other inspections are under way or 
awaited. Even the papal seminaries in 
Rome, to which hand-picked candidates are 
sent by the bishops in their countries of ori- 
gin, are under scrutiny. 


A long struggle 

The strife between Rome and the theolo- 
gians goes on. The heretics—or those sus- 
pected as such—can no longer be summarily 
silenced, as many were in the past. Nor do 
they walk out, as others did. They stay on 
and fight. With the departure of the ultra- 
traditionalist followers of Archbishop Le- 
febvre, now excommunicated for consecrat- 
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ing bishops in defiance of Rome, the 
intellectual balance of power has shifted in 
many countries towards the liberals. 

The liberals are well organised, and 
strengthened by their conviction that it is 
not they who are teaching false doctrine but 
Rome, by its narrow interpretation of the 
faith in matters like divorce and contracep- 
tion (and, in another sphere, papal infallibil- 
ity). The liberals are determined to change 
that teaching, and often have the media and 
public opinion on their side. The media 








tend to use former priests or nuns to deal 
with church matters, and see Rome as the 
liberals have cast it, as the enemy of free in- 
quiry. For much of the public, Rome's views 
simply defy the realities of daily life. 

Cardinal Ratzinger sees behind all thisa 
modernist attempt to change the very core 
of Catholicism: the faith in Jesus Christ as 
God, his death and resurrection. But the 
Vatican's case, that it is protecting the integ- 
rity of Catholic doctrine and that truth has 
rights that error does not, is not easy to put 
across. 

The cardinal is anxious to escape the im- 
age of a latter-day inquisitor. He points to 
the fact that his department has only about 
40 staff. The procedures they apply to test 
theologians’ orthodoxy, he claims, are seru- 
pulously fair, and the penalties for error 
hardly harsh—an occasional call for tempo- 
rary withdrawal from public debate or, in 
rare, extreme cases, the cancellation of a li- 
cence as an official teacher of doctrine. Not 
all those thus invited to silence accept these 
claims. Nor do they stay silent 

The Pope believes that the church must 
proclaim its standards in times of moral 
permissiveness, not least to be ready when 
public opinion swings back towards them. 
He wants to keep a firm structure of faith 
and principle in place, as a guide to man- 
kind, not just Catholics, in the ever more 
complicated questions thrown up by such 
modern sciences as genetic engineering, for 
example. One step in thar direction would 
be the new universal catechism that he 
hopes to introduce, to replace the old one 
that fell into disuse after Vatican Il 

The Pope's trouble is that many of his 
flock seem to have little stomach for the 
strongly-flavoured Catholicism now on of 
fer from Rome. It is not self-evident that 
Christian morality centres on matters of 
sex; and, even if it were, the church's views 
on such matters are not self-evident either. 
As Cardinal Ratzinger admitted in a gloomy 
lecture last spring, the church's rejection of 
contraception, of homosexuality, of come 
munion for divorced people who remarry, 
all pose difficulties to the faithful, in western 
countries at least. It will not be enough just 
to tell doubters that this is what the church 
teaches and leave it at that. 


On with the mission 

But John Paul Il, who sees himself as “a 
front-line missionary", is plainly not to be 
turned aside. Impatient with the clamour for 
a softer line from the prosperous Catholies 
of Western Europe and North America, he 
is looking to a reawakened Eastern Europe 
and Russia, to the new converts in Asia and 
Africa, and, not least, to his large flock in 
Latin America. In such regions as these, the 
church's message of social justice counts for 
a lot, and there are not too many objections 
to its other ideas; not yet, anyway 
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A close call for Aquino 


FROM OUR SPECIAL CORRESPONDENT IN MANILA 


I believe that faith is contagious. If we believe in 
ourselves, in our ability to move on despite the 
obstacles laid before us, others will follow suit. 
President Corazon Aquino this week 


UT the contagion is weakening. The 
sixth attempt to topple Mrs Aquino in 
ider four years has finally dispelled the 
Zory magic". Reality is dozens of Philip- 
pine people dead and wounded; armed 
forces that mistrust, even despise, their 
elected government; an economy abruptly 
derailed after three years’ progress. On De- 
cember 6th Mrs Aquino declared a "state of 
national emergency"—clearly, her faith, 
too, is under attack. 

No wonder. The coup launched in the 
early hours of December 1st came perilously 
close to early success. Rebel troops seized 
Manila's Villamor air base and the nearby 
Fort Bonifacio army camp. A Sikorsky heli- 
copter and two ancient T-28 prop-driven air- 
craft bombed the presidential palace at 
Malacanang and two more of the capital's 
army camps. Detachments of rebel marines 
seized two television stations. As Mrs 
Aquino announced on a third channel that 
the situation was now "contained", that sta- 
tion too was put out of action. 

Other rebel soldiers seized the air base 

Mactan, to the south of Manila in Cebu; 


defections were rumoured in the northern 
province of Cagayan and the southern prov- 
ince of Mindanao. Probably no more than 
6,000 of the 147,500-strong armed forces 
were involved under the slogan "RAM 
srP"—Reform the Armed Forces Move- 
ment, Soldiers of the Filipino People—but 
many thousands more were waiting to take 
sides. 

That they have sided, once again, with 
Mrs Aquino is no cause for her to celebrate. 
Their decision has little to do with demo- 
cratic convictions; it results more from the 


knowledge that America has pledged itself 


to Mrs Aquino. It was the dispatch of F-4 
Phantom jets from America's Clark air base 
that secured the skies for the loyalists. The 
American pilots did not push an aggressive 
button—their mere presence was enough to 
deter. Mr Bush talked of America's "un- 
equivocal support . . . for Philippine democ- 
racy and the government of President 
Aquino” and threatened to suspend all aid 
to the Philippines if the coup succeeded. 
His eloquence went down well in Wash- 
ington. But Manila's is a different audience. 
It hardly matters whether Mrs Aquino 
asked for help before Mr Bush offered it (the 
sequence is left unclear); the fact is that the 
government of the independent Philippines 
owes its survival to its former coloniser. 





In a Manila hotel, weary gorni soldiers and nervous tourists 
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That humiliation will dog Mrs Aquino 7 
for the remaining 2!^ years of her term. In- 
deed, the humiliation could worsen once ne- 
gotiations—originally planned for this 
month—begin on the future of Clark and of 
America's naval base at Subic Bay after the. — 
current agreement expires in 199] 

But another humiliation may prove 
more harmful in the end. As loyal troops — 
eventually forced victory over the rebels in 
the capital's army camps, Villamor air base _ 
and the television stations, so other rebels — 
retreated to the hotels and apartment blocks _ 
of the financial district, Makati. Small-arms — 
fire and the occasional mortar round aimed _ 
at the 400-odd rebels in Makati were hardly | 
likely to inspire foreign investors. ] 

Mr Bush rang Mrs Aquino to ask chat 
negotiations rather than force be used while 
some 1,500 foreigners, mainly Americans — 
and Japanese, were marooned in Makati. 
Mrs Aquino complied, and the foreigners 1 
treated impeccably by the rebels as guests 
rather than hostages—duly escaped on De- — 
cember 6th, their departure helped in part 
by a German who goes sky-diving with one 1 
of the rebels. Next day the rebels left Makati _ 
and marched to their barracks, defiantly - | 
singing their regimental song. | 

And what now? Mrs Aquino's talk of — 
“surrender or die", her determination to _ 
“deal them the final blow in the final con- — 
frontation" sounds like familiar hot air. The — — 
Philippines has never been a culture of retri- — — 
bution, still less of accountability. That cull — 
ture will not change because the president __ 
once again talks tough E 

The rebels consist mainly of elite forces — 
such as the Scout Rangers (who аге not sup- — | 
posed to surrender to anyone) and the ma- _ 
rines. The RAM leaders, notably fugitive Cok — 
опе! Gregorio “Gringo” Honasan, are 
much admired within the army. And the 
army—the RAM-boys helped bring Mrs 
Aquino to power—is politicised beyond any 
easy repair. Worst of all, Mrs Aquino—her _ 
popularity rating even before the rebillion _ 
down to 59% from its familiar 7996—no _ 
longer commands the devotion of the 
masses. When Cardinal Sin, the archbishop _ 
of Manila, appealed for a demonstration of _ 
"people power” to defeat the coup, he was 
ignored. 

But a decline in presidential popularity 
is not a cause of the coup. Nor, surely, is the _ 
Philippines’ stubbornly pervasive poverty: — 
while economic growth was already slowing — — 
from last year's 6.7%, there was still enough ~ 
money around to fuel a consumer splurge. 
Mrs Aquino must look for other suspects. 






Critics are not hard to find. Her es 
tranged cousin, Mr Eduardo “Danding” 
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Cojuangco, slipped back to the Philippines 
last month. Mr Cojuangco, the archetypal 
Marcos crony, has both the money and the 
political expertise to discomfit Mrs Aquino. 
Is there, perhaps, an unholy alliance that 
links him with the RAM (whose coup attempt 
was clearly both well-planned and well-fi- 
nanced), and with disaffected politicians 
such as the vice-president, Mr Salvador 
“Doy” Laurel, and Mr Juan Ponce Enrile, 
an opposition senator? Each would share 
the aim of dislodging the president—and 
would then abandon their allies. 

Such musing is now to be the task of an 
independent, five-man commission set up 
by the president. Meanwhile, the conspiracy 
theories will multiply anyway. Mr Ramon 
“Monching” Mitra, Speaker of the House 
of Representatives, says Mr Laurel should be 
impeached. The vice-president, who was in 
Hongkong when the coup began, indicated 
there that he would be perfectly prepared to 
serve in a military government. Many be- 
lieve the same is even more true of Senator 
Enrile, “Gringo’s” one-time mentor. 

The very thought of such conspiracies 
persuades some of Mrs Aquino's supporters 
to call for a bout of martial law. How else, 
they argue, can the conspirators be plucked 
from the protective labyrinth of the nation's 
legal system? But to impose martial law 
would be Mrs Aquino’s greatest humilia- 
tion, an unacceptable emulation of her dis- 
graced predecessor, Ferdinand Marcos. 

The compromise is the state of emer- 
gency; the civil courts, Congress and local 
government all remain in operation, and 
there is no suspension of the writ of habeas 
corpus. Instead, Mrs Aquino's extra powers 
are limited to "temporarily" seizing or di- 
recting any private utility or business “af- 
fected with public interest". What that 
means remains to be discovered. The bet is 
that Mrs Aquino will seek to curry popular 
favour by imposing price controls in order 
to ease the burden of inflation on her long- 
suffering people. Meanwhile, the newspa- 
pers and television have been banned from 
publicising rebel opinions. 

More than economic plasters is needed 
to restore confidence. The Americans talk 
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of Mrs Aquino’s "resilience", and her offi- 
cials say they will have firm commitments of 
$2.5 billion in aid by next spring under a 
$14 billion "Marshall plan" for the Philip- 
pines led by Japan and America. 

Yet private-sector investors will be the 
real saviours of the Philippines, and Sony, 
with a planned investment in the country of 
$35m in 1991, is just one of many that has 
decided to "wait and see". What might en- 
courage them is evidence that the armed 
forces were being brought properly to heel. 
But a reformed, united and loyal military 
seems for the moment as implausible as an 
end to Philippine corruption. 





India 


First steps 


FROM OUR INDIA CORRESPONDENT 


HE new Indian prime minister, Mr V.P. 

Singh, commands only 144 seats in the 
544-member parliament. His National Front 
is not even the largest party: the defeated 
Congress party has more seats. Yet Mr 
Singh's first days in office have been marked 
by a feeling of optimism not only among his 
supporters but in the country as a whole. 
His trump card is his clear perception of the 
need for a number of political reforms. Until 
he is given a chance to carry them out, it is 
unlikely that any opposition group will risk 
the wrath of the people by trying to bring 
him down. 

Mr Singh spelt out some of his aims in a 
broadcast on December 3rd, the day after he 
became prime minister. His first objective is 
to lower communal tension. "Too much 
blood has been shed,” he said in a reference 
to Hindu-Muslim riots that erupted 


throughout northern India in October and 

November, claiming at least 400 lives. 
These riots were sparked by the decision 

of a Hindu militant organisation, the Visha 


| L- AE 
The wheel, his party's symbol, turns for V.P. Singh 


Hindu Parishad, to lead processions from all 
over India to Ayodhya, a sleepy town 300 
miles east of Delhi, to pull down a mosque 
said to be built on a site sacred to Hindus 
and to build a temple in its place. Before the 
general election, Mr Singh's uncompromis- 
ing opposition forced the militants to aban- 
don their plan to pull down the mosque and 
to be content with laying the foundation 
stone of a temple to be built alongside it. 
The Muslim votes Mr Singh won as a result 
contributed a lot to his party's success in the 
north of India. 

[n his broadcast Mr Singh also had Pun- 
jab in mind where Mr Rajiv Gandhi's gov- 
ernment had run out of political ideas three 
years ago and had come to rely solely on the 
police to contain terrorism. The policy has 
not been unsuccessful in the short run, but 
it has embittered the Sikh population, 
which has had to face terrorists at night and 
police harassment by day. 

Mr Singh has managed to gain supp 
from the most militant and disaffected wing 
of the Aka, the badly fractured Sikh politi- 
cal party in Punjab. This group is headed by 
a former police officer, Mr Simranjit Singh 
Mann, who, until a week ago, was on trial 
for the assassination of Indira Gandhi. 

The Mann group, which swears alle- 
giance to the Indian constitution, won ten 
out of the 13 parliamentary seats in Punjab, 
many by huge majorities. It has thus 
emerged as the representative of the Sikhs 
of Punjab in their dealings with the govern- 
ment in Delhi. It has filled the void that ex- 
isted in Punjab's politics, where for three 
years there was no group that could act as an 
intermediary in finding a political solution 
to the grievances of a large section of the 
Sikhs. The group has given its support to 
the National Front. 

Mr Singh has 30 days in which to win a 
vote of confidence in parliament for his gov- 
ernment. There seems to be no reason w 
he should not leap this hurdle. 
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Taiwan 


Room for two 


FROM OUR CHINA CORRESPONDENT 


AIWAN's ruling Kuomintang party has 

grown used to success. Imagine, then, 
the blow to its pride on December 2nd: in 
the island’s first free elections in 40 years of 
Kuomintang government, the party's share 
of the vote fell from its previous 70% or 
more to a belittling 59%. Is this a just reward 
for a government that has given Taiwan's 
20m people an income per head of more 
than $6,000 and an economic success in 
Asia second only to Japan's? 


You Ching is a power in Taipei 


The old guard of the Kuomintang— 
men who fled the Chinese mainland to es- 
cape Mao's communists—will argue that the 
people's ingratitude is a sign that the people 
have been spoilt. In the past three years mar- 
“al law has been lifted, opposition parties 

galised, newspapers liberated, and travel 
to the “bandit-controlled” mainland made 
possible. In other words, too many riches 
and reforms coming all too fast. 

It is a dubious argument. A better read- 
ing of the vote is that an affluent middle- 
class (the richest 20% of the population earn 
only five times more than the poorest 20%) 
now has the confidence to demand what the 
government has failed to deliver: a clean 
environment and welfare safeguards, such as 
health insurance, which most rich societies 
take for granted. Worst of all, the 
Kuomintang has failed to provide a truly 
representative parliament. Because the 
Kuomintang claims to be the legal govern- 
ment of all China, 163 of the 260-odd mem- 
bers of parliament last faced an electorate on 
the mainland before the communist victory 
in 1949, Even if the opposition had won ev- 
ery one of the seats open to a general vote, 
the Kuomintang would still rule the roost. 
No wonder so many in Taiwan are tempted 
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to cast a protest vote. 

The protest can hardly be ignored. The 
main opposition party, the Democratic Pro- 
gressive party, had little money, no access to 
television or radio, and few policy proposals 
that the Kuomintang had not decided to 
adopt as its own, It was riven by in-fighting, 
not least on the question of Taiwanese inde- 
pendence, the idea of a nation separate from 
China that is anathema to both the 
Kuomintang and the communists. Yet the 
opposition party now has 21 seats in parlia- 
ment, up from 12. In the contest for county 
magistrates and city mayors, the party in- 
creased its share from one job to six out of 
16. It made similar gains in city council elec- 
tions in Taipei and Kaohsiung. One of the 
Democratic Progressives’ biggest victories 
was that of Mr You Ching as Taipei County 
magistrate; one of the opposition’s narrow- 
est defeats was that of the Labour party’s 
Miss Hsu Hsiaotan for the legislature. Miss 
Hsu, a nude dancer, had promised to strip in 
parliament if elected. 

What of the future? The Democratic 
Progressive party has achieved its plan of 
“controlling the countryside to surround 
the cities”. Men like Mr You will have more 
personal power than any legislator: if he and 
other magistrates collaborate, they can with- 
hold tax payments to the central govern- 
ment and implement their own local pro- 
grammes. They also have great powers of 
patronage, which means they can break the 
grassroots influence of the Kuomintang. 

Yet the challenge is easier stated than 
met: the Democratic Progressive party's fac- 
tionalism now runs so deep that its best 
vote-winner in the legislature, Mr Ju Gao- 
jeng, had to run against the party's Mr 
Huang Erh-hsuan. Mr Huang is a member of 
the New Nation Alliance faction, which fa- 
vours independence for Taiwan; Mr Ju con- 
siders independence to be an unimportant 
distraction. Mr Ju beat Mr Huang by a ratio 
of 20 to one, but 20 out of 32 New Nation 
Alliance candidates in the various elections 
were successful (and may now face prosecu- 
tion for their “seditious” beliefs). 

The true arbiter of the future will be the 
Kuomintang. Its claim to permanent power 
has been weakened. It will have to abandon 
its parallel with the People's Action party of 
Singapore and the Liberal Democrats of Ja- 
pan and adjust to the idea of a two-party de- 
mocracy in which it can merely claim to be 
the natural party of government. That 
should not be too difficult. The old guard 
are dying, and the prime minister, Mr Lee 
Huan, promises further political and eco- 
nomic reforms to "stage a comeback” in the 
elections of 1992. That promises well. As 
the government spokesman, Mr Shaw Yu- 
ming, said of the party's electoral setback: 
“This was a victory for democracy . . . and 
may prove to be a healthy thing for the 
government." 










ARS kill long after the guns 

fall silent. Of all the dangers 
that will face the 5m Afghan refugees 
on their return from the camps in Pa- 
kistan and lran, none is more deadly 
than the millions of land mines that 
were scattered by both sides' armies, 
most of which are still lying in wait for 
the unwary. 

Under international law the mark- 
ing of minefields and making them 
safe after a war is the responsibility of 
the side that planted them. In prac- 
tice many minefields in Afghanistan 
were not even mapped, and most of 
the mines are still in place. 

A programme sponsored by the 
United Nations to try to prepare АЁ 
ghans to deal with these nasty con- 
traptions has just marked its half-way 
stage (in time, if not in achievement). 
Now that winter has set in, the British 
army team that has been training Af 
ghans to deal with mines has stopped 
its operations at Quetta until the 
spring. Training will continue at a 
second site, at Peshawar, through the 
winter months. 

The programme aims to show Af- 
ghans how to identify mines (some 
are disguised as toys) and to train 
some 15,000 people in mine disposal. 
A voluntary American aid organisa- 
tion, the International Rescue Com- 
mittee, is in charge of mine spotting. 
Mine-clearance training is being car- 
ried out by experts from Australia, 
Canada, France, New Zealand, Nor- 
way and the United States, as well as 
from Britain. Turkey and Italy are due 
to send teams to Quetta next year. 

A minedisposal course, con- 
ducted through an interpreter, takes 
about two weeks. Each four-man 
team trains a class of about 20 stu- 
dents, who are selected by the 
mujaheddin resistance. Afghans are 
also being trained as instructors, to 
speed up the work. A bonus is that 
they will not need interpreters. 

At the end of his course the 
trainee is given a basic tool kit and 
sent back to the refugee camps to 
await the end of the fighting and the | 
























































































that as time passes the kits will disap- 
pear into the bazaars and the knowl- 
edge gained during the training will 
fade. The UN people are beginning to 
think about refresher courses. Unless 
the mines are cleared, the reconstruc- 
tion of Afghanistan is going to be 
held up indefinitely. 
































return of the refugees. A big worry is || 
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Australia - 
-Joh's fault 


FROM A CORRESPONDENT IN CANBERRA 













HE voters of Queensland, the sunny 
А and conservative state other Australians 
call the deep north, broke the habits of a 
A ration on December 2nd and elected a 
_ Labor government. Thirty-two years of rule 
_ by the National party, supported by a gerry- 
| mandered electoral system that made some 
city seats three times the size of rural seats, 
had bred a complacent electorate and a cor- 
rupt system of patronage and cronyism 
among police and politicians. Labor's vic- 
tory was due largely to the exposure of this 
dirty linen by a royal commission. 
—. Labor was also helped by the presence 
of its most presentable Queensland leader in 
many years, Mr Wayne Goss. He stands in 
‘contrast to the folksy, eccentric and auto- 
atic Sir Joh Bjelke-Petersen, who led the 
National party for almost 20 years. 
— Sir Joh resigned two years ago after а 
ical bid, at the age of 76, to become fed- 
eral prime minister and amid allegations 
that he had tried to stymie the investigation 
of Mr Tony Fitzgerald, the lawyer who 
headed the royal commission. This was the 
beginning of the end for the National par- 
ty's reign in Queensland. 
-.. But though the Queensland win brings 
Labor to power in five out of the six Austra- 
lian states, it has brought only a little solace 
to the federal Labor government of Mr Bob 
Hawke, which must face an election by next 
May. The election was dominated by local 
es. By contrast, at the South Australian 
tate election a week before, an issue was 
high interest гагеѕ—17% for home buyers 
ind 2396 for business loans. There Labor re- 
ained power only with the support of two 
pendents. 
Mr Paul Keating, the treasurer (finance 
minister), is using high interest rates to slow 
the economy after a series of policy errors. 
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The Reserve Bank admits it allowed interest 
rates to fall too far in 1987. Budget policy 
has been tightened. But the government 
eased fiscal pressure in July to provide the 
tax cuts it had promised a year before as part 
of its “accord” with the unions. Without 
the tax cuts, Mr Keating argued, Australia 
would have suffered a wages explosion. 

The opposition Liberal-National party, 
which is ahead in the opinion polls, is hop- 
ing that the return of its former leader, Mr 
Andrew Peacock, will take it to victory next 
year. Mr Peacock proposes to free pay bar- 
gaining, which he says will spur a "pro- 
ductivity breakout”. Rising productivity, he 
says, will curb inflation. 

To survive, Labor must not only get 
home-loan rates down, but also persuade 
voters that it is still a sound economic man- 
ager. The latest indications are that con- 
sumer spending is slowing dramatically. Al- 
though the opposition is ahead, Labor 
e itself that it still has some gallop 
eft. 
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Boat people 


At three o'clock in 
the morning? 


H” will Hongkong's unwanted boat 
people be sent back to Vietnam? At 
the conference on boat people in Geneva in 
June—when forced repatriation was aired— 
the governor of Hongkong, Sir David Wil- 
son, and the then British foreign secretary, 
Sir Geoffrey Howe, were asked on several 
occasions whether the reluctant Vietnamese 
would be handcuffed and bundled on to 
aeroplanes. Sir David smiled and said he ob- 
jected to the word "forced". Sir Geoffrey 
spoke at some length but did not answer the 
question. Since then officials have been 
equally evasive, both in public and in pri- 
vate briefings to reporters, about the 
practicalities of deportation. 

Newspapers abhor a vacuum. The 
Guardian believes the deportations will 
start at three in the morning, when “as po- 
lice forces around the world know”, human 
resistance is low, Guards will be standing by 
with tear-gas and lathis. The Independent 
says the first deportees will be chosen from 
those unlikely to put up a struggle. The Ob- 
server predicts they will be demoralised 
"bunk people" who have spent much time 
in cramped accommodation. The Far East- 
em Economic Review says every Vietnam- 
ese will have his or her own guard on the 
aircraft home to prevent "anything silly”. 

And when will it happen? We'll have 
them home for Christmas, say the British, 
defying American opposition. The Ameri- 
cans are so outraged that, according to one 
source, they say defence co-operation with 
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Britain will be threatened if the plan goes 
ahead. The co-operation they seem to have 
in mind is exchange of information with the 
British. America is leaning on Vietnam to 
say no to repatriation. Vietnam wants to 
please America in the hope of getting diplo- 
matic recognition, but believes Britain may 
pave the way for economic help from other 
western countries. The next week or two 
could be a test of will, not least for the boat 
people themselves, 





Japan 
Polka-dot power 


FROM OUR TOKYO CORRESPONDENT 


paca being plucked from obscurity and 
made prime minister of Japan last Au- 
gust, Mr Toshiki Kaifu has been quierle 
strengthening his position. Suddenly t 
opinion polls are showing the youthful-loox- 
ing Mr Kaifu with his fetching polka-dot ties 
to be one of Japan's most popular prime 
ministers in ages. The ruling Liberal Demo- 
crats, who put him in as a stop-gap prime 
minister after his two predecessors had re- 
signed in disgrace, are now counting on him 
to keep them in office. 

A general election looks like being held 
in mid-February. Party officials have agreed 
to let Mr Kaifu dissolve the lower house on 
January 25th, and go to the country on Feb- 
ruary 18th. That is a little earlier than the 
prime minister would have liked, but later 
than several of the party’s old brigade were 
demanding. At least it gives Mr Kaifu time 
to make a helpful trip abroad: to half a 
dozen countries in Western and Eastern Eu- 
rope in January. To be seen on television 
and in the newspapers chatting with Po- 
land's Mr Walesa, West Germany's chancel- 
lor or the Pope is worth millions more vot 
than stumping the election trail along wil 
all the other faceless politicians in Japan. 

Mr Kaifu has a lot of political work to do 
before parliament can be wound up. The 
budget for the next fiscal year has still to be 
settled. It was the opposition's boycott of 
the budget debate last winter that forced the 
government to bulldoze the budget through 
the Diet. In doing so it upset many Japanese 
who had a new consumption tax foisted on 
them without the etiquette of consensus be- 
ing observed. 

More than even the Recruit or sex scan- 
dals of last summer, it was the consumption 
tax that led to the government's defeat in 
the upper-house election in July. In the up- 
per house, the opposition parties have pre- 
sented nine bills aimed at abolishing the tax. 
The government's own half-hearted mea- 
sures for reforming the tax have still to be 
presented to the Diet. 

Still, the Liberal Democrats are happier 
than they have been for a long time. Having 
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К aifu has reason to smile 


“squeezed businessmen shamelessly, the 
party coffers are stuffed to the brim. Not 
only is Mr Kaifu more popular than Miss 
Takako Doi, the Socialists’ leader and dar- 
ling of the voters only six months ago, but 
the opinion polls show that a majority of re- 
spondents would like the Liberal Democrats 
to scrape home in the general election. 
Scrape home is what they are likely to 
do. The public still aims to teach them a les- 
son. The best guess is that the party is going 
to lose its commanding majority in the lower 
house (293 seats out of 512), but that it 
should just keep control. Forecasters reckon 
the party will probably get 260-265 seats. Six 
months ago, it would have thought itself 
lucky to hang on to 200. 
To be on the safe side, the party is 
rumoured to have done a secret deal with 
one of the opposition parties. The 55-mem- 
ber Komeito (Clean Government party) is 
said to have agreed to support the Liberal 
Democrats after the election. Will Mr Kaifu 
still be prime minister then? He comes from 
a minor faction in the party and has few 
powerful friends in high places. But such 
members of the old guard as Mr Shintaro 
Abe, Mr Kiichi Miyazawa and Mr Michio 
Watanabe are far from popular. The Liberal 
Democrats are coming to accept that Mr 
Kaifu may be their best asset for some while. 





Singapore 
| : 

Lee WINS 

FROM OUR SOUTH-EAST ASIA CORRESPONDENT 

T] HE prime minister of Singapore, Mr 
PE Lee Kuan Yew, has won his libel case 
aga inst the Far Eastern Economic Review. 
Mr L.P. Thean, the Singapore high-court 
judge who heard the case, said on November 
| 30th that the magazine had been guilty of 
"express malice", and awarded "aggravated 
damages" of S$230,000 ($118,000) to the 
! 28 
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Review has 28 days in 
which to appeal against the judgment. 

The judge said that an article in Decem- 
ber 1987 on Mr Lee's treatment of the Ro- 
man Catholic church in Singapore was cal- 
culated to bring the prime minister "into 
public odium and contempt and lower him 
in the estimation of right-thinking people in 
Singapore". The Review's lawyer, Mr 
George Robertson, had "exacerbated the 
hurt” to Mr Lee's feelings “and the damage 
to his reputation" during his cross-examina- 
tion, the judge said. 

The article dealt with the arrest of a 
number of church workers for alleged in- 
volvement in a Marxist plot to subvert the 
government. Mr Lee claimed that the article 
suggested dishonourable and discreditable 
conduct by him. The Review said that the 















article was true. It was based on information 
supplied by Mr Edgar D'Souza, a Roman 
Catholic priest in Singapore. Mr D'Souza 
has since left Singapore, joining those exiles 
who disagree with the government. He is no 
longer a priest. 

Singapore has long had a stormy rela- 
tionship with the Review, which is based in 
Hongkong and is owned by America’s Dow 
Jones company. Its circulation is restricted 
in Singapore, and it is not allowed to base a 
reporter there. Last month the government 
refused to allow the AP-Dow Jones financial 
news agency to station one of its journalists 
in Singapore. The circulation of Time's re- 
gional magazine, Asiaweek, is also re- 
stricted. For a while sales of Time itself were 


also limited. 




















FROM OUR TOKYO CORRESPONDENT 


T Thai International flight from 
Tokyo to Bangkok on November 
30th had a strange cargo: 17 Burmese 
snakes, a white-handed gibbon, five tur- 
tles, four slow lorises—a kind of lemur— 
and 31 other animals of endangered spe- 
cies. Japan was returning the animals to 
Thailand because they had been im- 
ported against the rules of the Conven- 
tion on International Trade in Endan- 
gered Species, CITES. 

t sounds admirable. But Japan is 
only slowly becoming aware of the need 
to look after the world’s fauna, and the 
flight to Bangkok was done in sad 
circumstances. 

Although Japan has agreed to ban 
ivory imports, it still catches whales for 
“research”. Pressure from businesses 
that make things with skins, shells or 
tusks has discouraged the government 
from being too bothered about the wel- 
fare of the animals they come from. Now 
the Japanese are developing a taste for 
keeping endangered species as house- 
hold pets. 

As a result, the CITES convention, 
drawn up in 1973, is rather loosely ap- 
plied in Japan. Thus, though it is illegal 
to sell a protected animal in Japan, it is 
legal to own one. For all their virtues, 
Japanese customs officers are no good at 
identifying different species of rare par- 
rot, as the World Wildlife Fund observed 
in a report. America's Fisheries and 
Wildlife Service, by contrast, has 200 
specialists, and squads of agents able to 
raid pet-shops. 

With loopholes as large as these, the 
temptation is great to import exotic pets 
for sale at a huge profit. In Tokyo a slow 
loris, which is an especially small and 








Flight of the slow lorises 


























cuddly monkey, sells for upwards of 
Y150,000 ($1,000) There are tales of 
Asian arowana fish, bought abroad for a 
few thousand yen, sold in Japan for ¥1m 
($7,100) apiece. 

In May, with a forged Thai export 
permit, a Japanese gangster managed to 
get 50 slow lorises past the customs men 
at Tokyo airport. When he returned a 
month later with another 64 and an- 
other forged permit, they refused to ad- 
mit the monkeys. Forty lorises died in 
the airport warehouse before their owner 
gave the rest to a monkey centre. The 
survivors were in such a bad way that 
most died in the following weeks. Only a 
few sorry specimens were still alive to be 
returned to Thailand last week with the 
rest of the bizarre cargo. 

The Japanese think of themselves as 
friendly to animals. Christmas calendars 
of cuddly animals sell in their thousands. 
People keep large, black stag-beetles as 
pets. A woman who owned a white- 
handed gibbon found that it grew to be 
as large as a seven-year-old child—and 
considerably less well behaved. She gave 
it to a zoo, and misses it greatly. 
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Slinky, elegant, sophisticated and unmistakable. One of the 20th century’s design classics, by the legendan 








Slinky, elegant, sophisticated and unmistakable. One of the 
20th century’s design classics, from the legendary marque of Volvo. 

The distinctively wedge-shaped look draws admiring glances 
all over the world. 

Interior ride comfort is unsurpassed, even over long distances. 
Thanks to the new Volvo Multilink rear suspension system for 
superior road holding. And the all-new Electronic Climate 
Control System. 


The streamlined new Volvo 760. No wonder people are 
streaming to it. 
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T IC RELA- 
TIONSHIP WITH MSGS 
CREATES COMPETITIVE 

TAGES FOR 
GLOBAL INVESTORS. 


The success of a global invest- 
ment strategy depends on 
many variables: on the quality 
of your international relation- 
ships; on the scope and timeli- 
ness of your information; and 
on your ability to manage an 
ever-increasing volume of com- 
plex details. Only when every ele- 
ment works together can you begin 
to control your own destiny in the 
global marketplace. 


FULLY INTEGRATED 
SERVICE. 

Morgan Stanley Global Securities 
Services (MSGS) facilitates your ac- 
cess to a fully integrated worldwide 
organization that can support every 
aspect of your global investment 
program. 

Our ability to work with clients in a 
strategic relationship enables them 
to efficiently exploit opportunities 
that would otherwise be too time- 
eonsuming, too complex or too ex- 
pensive to consider. This approach 
assures access to the right profes- 
sional to make things happen, as 
well as easy adaptation when addi- 
tional services become necessary. 
And it leads to visibly enhanced in- 
vestment results. 

We can support both active and 
passive strategies for equities and 











The living precision of the Chambered Nautilus exem- 
plifies nature's integration of many complex parts into a 
perfectly functioning whole. Morgan Stanley Global 
Securities Services provides the same kind of superior 
precision and performance in support of a highly inte- 
grated range of global custody and related services. 


fixed-income securities worldwide. 
We provide data on over 2400 equities 
in over 30 countries; foreign ex- 
change services; innovative securi- 
ties lending and cash management; 
more than 100 performance indices; 
and the global custody services of 
Morgan Stanley Trust Company. 
GLOBAL INTEGRATION 
THROUGH TECHNOLOGY. 
In the 1990's, the only time zone will 
be real time. We have anticipated 
| this era by creating a global infor- 
| mation and communications system 
| that directly links Morgan Stanley, 
| ourclients, counterparties and sub- 
custodians around the world. This 
network took one and a half years to 
develop, and it is not tied to a single 
branch system or to third-party 
technology. | 
The result is a major advance inthe | 
presentation of information that is | 
custom-tailored to meet each cli- | 
ent's individual needs. By knowing 
exactly where you stand and what is 
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happening in each market, you , 
can increase the volume and so- 
phistieation of your trading 
strategies. 
INFORMED ACCESS 

TO GLOBAL MARKETS. 
No outsider ean match a 
native's skill at eoping with 
the intricacies of his own 
marketplace. So we have care- 
fully selected top-tier institu- 
tions around the world to work 
with us. 
Each participant provides im- 
mense local insight, a sound capital 
base and an extraordinary profes- 
sional staff committed to delivering 
priority service to Morgan Stanley 
clients. 
GLOBAL SERVICES 

WITH A PROVEN 





At Morgan Stanley, we are not pro- 
posing theoretical systems or solu- 
tions. Over the past two years, 
leading institutions have awarded 
us the custody of well over $12 bil- 
lion in assets. 

These clients have experienced the 
benefits of developing a strategic 
relationship with Morgan Stanley; 
we stand ready to create the same 
level of opportunities for you. 

To learn more about our approach 
and the results it brings, please call 
or write to: Mr. Alan M. Trager, 
Morgan Stanley Global Secu- 
rities Services, 1251 Avenue of 
the Americas, New York, N.Y. 
N.Y. 10020. (212) 703-4432. 
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WASHINGTON, DC 


AVING ended the cold war over a 
weekend in a Maltese storm, President 
George Bush can bask in his popularity for a 
while. Barring accidents, he will end his first 
year in office considerably higher in the 
public’s approval than either of his two 
most recent predecessors. Repeated predic- 
tions that his honeymoon was ending have 
proved untrue: from time to time his popu- 
larity dipped, but only marginally. Markedly 
fewer people tell pollsters that they disap- 
prove of Mr Bush than said the same of Mr 
Reagan or Mr Carter at the equivalent date. 
Yet this is the man who won the presi- 
dency with tactics drawn from the book of 
Nixon and was promptly warned by angry 
Democrats that his honeymoon was can- 
celled in advance. Not only that: Mr Bush 
` as achieved no treaties and only one new 
. у in his first year—and that was a law to 
clear up the scandalous mess left by the Rea- 
gan administration in the savings and loans 
industry. He is beset on all sides by pundits 
who utter stern warnings that it cannot last, 
that his popularity is shallow and will evapo- 
rate at the first sign of real crisis. The 
premise is true: few of Mr Bush's approvers 
feel strongly about him. 

But he has faced several small crises in 
his first year, and has behaved as he did with 
the current one in the Philippines: with re- 
straint and resolve. In fact, as anybody who 
studied his previous career would know, Mr 
Bush is rather good at crises: he is by nature 
reactive. What he is not good at is strategy 
and forethought. 

Even this is beginning to look like an ad- 
vantage. By reacting to the unfolding events 
in Europe, Mr Bush has gradually shifted 
from a cold warrior sceptical of Mr Mikhail 
Gorbachev's intentions to a president pre- 


pared to talk about "mutual advantage" 
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Six faces of Bush: pragmatic, resolute, likeable, non-visionary, prudent, shallow 


A man for the season 







































dent's foreign policy “timid” (seeking 
word that reminds people of wimp), but it 
has not caught on. Not that the war of the 
adjectives is over. Though they failed with 
timid, the Democrats largely succeeded in 
replacing Mr Bush's "prudent" with "ca 
Чоц”; conservatives meanwhile are usin 
“pragmatic” as a derogatory term. 

Indeed, it is from the right that Mr Bush 
now receives the most frequent criticism. 
Mr George Will, a conservative columnist, 
wrote scathingly in October of an adminis- 
tration with "a wetted finger held up to the 
breeze". Mr William Safire, another. with 
similar views, wrote of the summit: "Mr 
Bush failed miserably, Mr Gorbachev suc- 
ceeded brilliantly.” Representative Newt 
Gingrich, the Republican whip, worried 
about an administration heading for a new - 
Eisenhower era: "Six or seven years in. 
which our party and our agenda decays 
while the left grows stronger.” 

The Republicans are losing issues as fas 
as communism is losing governments. 
party has had a near-monopoly on anti-com- 
munism since 1972 and has benefited 
greatly from being anti-abortion. Now that 
communism has lost its sting and pro-abor- 
tionists have woken up, the Republicans will 
be left with only crime and taxes in fu 
elections as guaranteed winners. Yet, even 
in domestic policy, Mr Bush's pragmatism is 
helping him gain some issues from his oppo- 
nents. His clean-air bill, 
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with the Soviet leader, large cuts in defence 
spending and an accelerated race for arms- 
reduction treaties. The way that Mr Gorba- 
chev is handling the changes in Eastern Eu- 
rope impressed Mr Bush. As he said in 
Brussels on December 4th: “it deserves new 
thinking; it mandates new thinking." 

In a sense the man and the hour have 
met. America is equipped with a president 
without a vision at a time when visions are 
out of fashion. Compare Mr Bush's ap- 
proach to the Soviet Union with the inflex- 
ible anti-communism of Vice-President Dan 
Quayle who said grumpily this week that 
"you're still dealing with a totalitarian gov- 
ernment.” And Mr Bush himself is less flexi- 
ble on some aspects of domestic policy: wit- 
ness his rigid, and increasingly damaging, 
opposition to abortion. Appropriately, Mr 
Bush’s approval rating on foreign-policy 
competence has not budged from around 
70% all year, while his domestic policies 
have been much less popular, bumping 
along at a miserable 30-50% in the polls and 
falling in the wake of a messy budget battle. 

The Democrats tried to label the presi- 







, Bush is best First-year approval ratings 


m. SEES ЗАД Ме ИТ! 


























Pa ee Da ria x Sor 
І 


AMERICAN SURVEY 


e] 


aib ae a PERS 





or something like it, will probably pass Con- 
gress next year, helping to recover some of 
the environmental ground lost under Mr 
Reagan. He may yet get some credit for legis- 
lation on child-care and other social issues. 
He already has three times the support 
among blacks that Mr Reagan had. He is 
presiding over a rapid moderation of the Re- 
publican party, whether Mr Gingrich likes it 
or not. 

Mr Fred Barnes of the New Republic ar- 
gues that Mr Bush’s job is to consolidate the 
Reagan revolution, not to advance it. He 
quotes Mr John Sununu, the chief of staff, 
as claiming a successful congressional ses- 
sion, precisely because so little was achieved 
by the substantial Democratic majority on 
the Hill. Mr Bush used his veto nine times 
and was never overridden. Only on the cut 
in the capital-gains tax did Mr Bush fight 
hard (but unsuccessfully) for something he 
wanted, and even then he played the biparti- 
san good cop to Mr Sununu’s bad cop. He 
frustrated Mr Tom Foley, the Speaker, by 


- repeatedly urging Congress to do what it 


was going to do anyway or suddenly endors- 
ing a measure whose passage was inevitable, 


- such as generous aid to Poland and Hun- 


gary. In any event, presidents seldom get 
into trouble for doing nothing, only for do- 
ing too much. 

A more telling clue to the president's 
popularity is his personal style. He comes 


| across as less obsessed with his image than 


Mr Reagan, but this is misleading. He sets 
about selling himself differently: through 
frequent informal interviews, press confer- 
ences and unscripted appearances. He is just 


as careful as Mr Reagan was to avoid unprof- 
- itable issues (one White House aide divides 


issues into three groups: unavoidable crises, 
mandated promises and “maturing” issues 


` not to be touched with bargepoles). 


Moreover, Mr Bush's almost paranoid 
insistence on loyalty—it was the watchword 


of his vice-presidency, the cause of his wildly 


premature announcement that he would 
choose Mr Quayle as his running-mate in 
1992, and of a team spirit that permeates a 
White House filled largely with friends and 


associates—has made his administration 


` united and leak-free. The contrast to Mr 


Reagan’s White House, where the bickering 
was constant, is great. 

And the loyalty is returned. Many offi- 
cials now passionately admire Mr Bush as 
they never did Mr Reagan: there will be far 
fewer kiss-and-tell books from this adminis- 
tration. Mr Bush sometimes seems puzzled 
by the press's refusal to be more loyal, 
though in truth he gets a good press much of 
the time. 

The same team spirit infects foreign pol- 
icy. Mr Bush sets great store by his personal 
contacts with foreign leaders and is often on 
the telephone to one of them. This has 
probably helped postpone the appearance 
ofa rift in NATO. It will undoubtedly be criti- 
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cal to his relations with Mr Gorbachev in 
the year ahead. This, indeed, is what conser- 
vatives are worried about: the Neville 
Chamberlain phenomenon. 

Personal popularity is not a strong basis 
for political support. If his luck holds, Mr 
Bush, a year from now will be basking in the 
glory of two big treaties with the Soviet 
Union and a clutch of bills passed by Con- 
gress plus a falling budget deficit helped on 
by a falling defence budget. If things go 
badly wrong, he will be in a recession and a 
trade war, and the budget deficit will be 
swelling—and his popularity will have van- 
ished like leaves in a bonfire. 

—— à 





Chinese students 


Blackmail from 


eee 


Beijing 


INCE so many of the 70,000 Chinese 

students at American universities, 
schools and colleges are exceptionally 
bright, it is hard luck, said one of them, if 
you happen to be just ordinary. Now, after 
the brutal crushing of the students’ pro-de- 
mocracy movement in Beijing, many of the 
students, bright or ordinary, are fearful 
about what is going to happen to them— 
and their American hosts are providing am- 
bivalent comfort. 

The Chinese are the largest contingent 
of foreign students, after the Japanese, in the 
United States. Some 40,000 of them are on 
J-1 visas: this means that they came over on 
an exchange programme sponsored in some 
way by their government and therefore, like 
other such students, are obliged to return to 
their own countries for at least two years 
when they have finished studying. The idea 
behind this rule was to check the brain- 





A hostage for democracy 


drain, at least for a bit. 

In June, immediately after the slaughter 
in Tiananmen Square, President Bush de- 
creed that for 12 months no student whose 
studies had come to an end should be sent 
back to China. Students with J-1 visas who 
had reached the end of their courses would 
be absolved from the two-year rule. And for 
a year all Chinese students who had out- 
stayed their visas would be allowed either to 
work or to contine their studies. The snag 
was that these rules were for a year only: stu- 
dents were frightened that, if they signed up, 
they would be without a legal leg to stand on 
when the 12 months were up. Very few, and 
nobody who had been active in student poli- 
tics, went back to China: they hung around, 
taking temporary jobs on campus, and look- 
ing to Congress for help. 

Congress responded with a bill, spon- 
sored by Representative Nancy Pelosi, a 
Democrat from San Francisco, which e~- 
tended the special privileges for a four-ye 
period, embedding them safely in law. The 
bill waived the two-year requirement, and 
ruled that for the next four years all Chinese 
students who were in the United States in 
June 1989 would be allowed work permits to 
earn their living. The bill swept through the 
House of Representatives without any dis- 
sent at all and was accepted by voice vote in 
the Senate. 

The Chinese government expressed its 
outrage to America's ambassador in Beijing. 
Worse, it threatened to end the cultural-ex- 
change programme that has opened the way 
for 1 visa students to come to American 
universities (the other 30,000 or so students 
either come privately or are at various types 
of vocational colleges and schools) and for 
Americans to go to China. Mr Bush took 
the threat seriously. On November 30th, 
m before he left for Malta, he vetoed the 

ill. 

The president has said that he will 1 
place the bill's provisions with an admin 
trative order that does much the same 
things. The administration's argument is 
that, if the students are protected in a less 
thumping and open way, the Chinese gov- 
ernment can save face. This will not only 
rescue the cultural-exchange programme 
but may also encourage the Chinese au- 
thorities to behave more decently towards 
politically active students. Mr Bush, who 
was primed by Mr Richard Nixon after his 
recent visit to Beijing, is trying prudently to 
limit the damage. 

He is giving in to blackmail, say most in- 
dependent commentators and the students 
themselves. Student representatives argue 
that pressure inside China for the exchange 
programme would probably have dissuaded 
the government from cancelling it: students 
are still arriving in America, though not as 
many as before. And the scope of the admin- 
istrative order is ambiguous. While it is plain 
that, for the time being, no Chinese na- 
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tional will be sent back to China (the United 
States seldom deports people to countries 
run by authoritarian left-wing regimes) it is 
not clear how long the new rules will last, 
how easily they can be revoked, or whether 
they are to be applied on a year-by-year, 
case-by-case basis. 

If the answers are weasel-like, Congress 
will reinstate its bill when it returns on Janu- 
агу 23rd after the Christmas break. There is 
a murky congressional question whether the 
president's veto is the sort that can be over- 
ridden: if it is not, Congress can pass a new 
bill. In any event, says Mr Richard Gep- 
hardt, the House majority leader, the stu- 
dents will be the first item on next year’s 





Eastern Europe 


The new supply- 
siders 


HOPPING for a market-driven economy 

to replace your collapsing state-run vari- 
ety? Where do you go for advice? Not, for 
sure, to left-leaning academics. Instead East 
Europeans are falling over themselves to 
hear the true free-market gospel from Amer- 
ica's right wing. At this rate it may be Hun- 
gary that becomes the next test-bed for sup- 
ply-side economics. 

The list of contacts between right-wing 
think-tanks and East Europeans grows by 
the day. The Hudson Institute is setting up a 
joint blue-ribbon commission with Hungar- 
ian academics and officials, ready to start 
work next year on improved market mecha- 
nisms for the Hungarian economy. The Her- 
itage Foundation in Washington recently 

layed host to a group of Estonians; it is 

anding a return team of advisers to Tallinn 
shortly. Three noted supply-siders, Mr Paul 
Craig Roberts of the Centre for Strategic 
and International Studies, Mr Richard 
Rahn of the Chamber of Commerce and Mr 
Jude Wanniski of a consulting firm called 
Polyconomics, have recently visited several 
East European capitals, as well as going to 
Moscow. 

Like zealous converts everywhere, East 
Europeans with first-hand experience of 
state interference are enthusiasts for the free 
market. When Mr Craig Roberts spoke to 
Moscow's National Academy of Sciences, 
his audience asked him to pass on the mes- 
sage that America should not send out any 
more Galbraiths—a reference to the liberal 
Harvard economist. Mr Rahn claims to have 
got a better reception in Budapest than he 
does in Washington. The Heritage Founda- 
tion says its Estonian visitors were not inter- 
ested in theoretical arguments for market 
forces—that would have been preaching to 
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the converted—but in the nuts and bolts of 
how to introduce them. 

Members of the Bush cabinet who have 
just returned from Warsaw were given a sim- 
ilar story. Poland’s finance minister plans 
cuts in subsidies, deregulation and privatisa- 
tion, price decontrol and a tight monetary 
policy. Mr Michael Boskin, the chairman of 
the Council of Economic Advisers, was on 
hand to offer advice on how to bring about 
such radical changes. Poland’s government 
is also getting help from Mr Jeffrey Sachs, a 
young economist from Harvard who, 
though not a right-wing believer himself, is 
pushing the case for free markets. 

Yet Poland may be a less ardent free 
marketeer than Hungary. Solidarity’s trade- 
union roots, and the prospect of unemploy- 
ment as the economy is restructured, turn 
Poland’s attention to welfare and safety-nets 
on the Swedish rather than the American 
model. Some Russians too are said to be in- 
terested in Sweden. America’s right-wing 
think-tanks respond by saying that growth 
should come before concern about 
distribution. 

Such hints of back-sliding into social de- 
mocracy notwithstanding, Washington’s 
supply-siders are crowing about their new 
followers. They have recently had a bad time 
at home: a less sympathetic occupant of the 
White House, plenty of brickbats for the 
budget and trade deficits that they helped to 
create in the 1980s. But, true to form, they 
press boldness over caution. And they argue 
fiercely against any idea of tax increases, 
even if, without them, budget deficits in 
some East European countries might stay 
uncomfortably large. 





Savings and loans 
Humpty Dumpty 


WASHINGTON, DC 


R DANNY WALL's resignation on 

December 4th from his job in charge 
of the Office of Thrift Supervision was ex- 
pected. Had he not resigned, he might have 
been fired: the inquiry by the House Bank- 
ing Committee into the failure of Lincoln 
Savings and Loan demanded a scapegoat. 
There may be more to come. 

Mr Wall, once a top aide to Republican 
Senator Jake Garn, became chairman of the 
body regulating thrifts in July 1987. He con- 
sistently underestimated the extent of thrift 
losses that would ultimately, thanks to fed- 
eral deposit insurance, be charged to taxpay- 
ers. Now he admits that the amount (cur- 
rently put at $166 billion) will be known 
only when his office has finished winding up 
the business. 

What brought down Mr Wall was his 
decision, early on, to remove responsibility 


for Lincoln from his San Francisco office, 




































First to topple 


which wanted to close the bank. For nearly 
two years, as Lincoln's losses mounted to a 
record $2.5 billion, he resisted closure. Hi 
still believes he was right. At least he pleasec 
the five senators—Democrats John Glenn 
Dennis DeConcini, Donald Riegle and Alar 
Cranston and Republican ohr 
McCain—who had interceded with regula- 
tors on Lincoln's behalf (and, perhaps co 
incidentally, taken campaign contributions 
from Lincoln’s chairman, Mr Charles 
Keating). 
Revealingly, it was Mr Wall's mentor, 
Senator Garn, and Senators Riegle amc 
Cranston who insisted on keeping Mr Wall 
in his post without the need for potentially 
embarrassing confirmation hearings wher 
the thrift clean-up bill was passed last July 
The House Banking Committee's chairman, 
Democratic Representative Henry Gonz 
lez, was so angry that he started his inquir 
by making it clear that Mr Wall was a num 
ber-one target. The next target, at least in 
the public's eye, could be the five senators. 


California 
Drowning in 
issues 


SAN FRANCISCO 


LL the politicking, money raising and 
hoopla are deceptive: Californians sti 
have 11 months to go before they mus 
choose another governor. Yet the state is al- 
ready knee-deep in petitions ani 
ers. Whatever will it be like nearer the time? 
To a degree never before seen, this pre- 
mature gubernatorial campaign has become 
entangled with California's passion for 
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propositions" «(the lawmaking-by-ballot 
stem under which proposed new laws are 
ed before the voters if their supporters 
gather a certain number of signatures). 
indidates are finding themselves-obliged 
to give their opinions on abortion, the 
th penalty, shortcuts to bringing crimi- 
ls to justice, off-shore oil drilling, preserv- 
ing ancient stands of redwood trees, raising 
the tax on petrol and many other emotional 
and divisive issues. 
- t is fairly:certain that the person who 
ill replace Mr George Deukmejian, the re- 
ting governor, will be one of three candi- 
tes, Republicans. have all but settled on 
ator Pete Wilson, who was re-elected to 
enate last year and enjoys the support 
oth Mr Deukmejian and President Bush. 
early polls he is ahead of both of his two 
kely Democratic opponents: Mr John Van 
de Kamp, the state attorney-general, and 
Vrs. Dianne Feinstein, a former mayor of 
Francisco. 
АП three have taken the petitioning 
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ey have concocted their own proposi- 
tions; in others they have so enthusiastically 
raced somebody else's that their popu- 
rity rides ог falls on it. Mr Wilson has 


ch sets out to streamline court action in 
inal cases and to extend the death pen- 
(which the three candidates all favour). 
rs Feinstein has also backed that ini- 
ive and Mr Van de Kamp says he would 
ut for a section that requires Califor- 
s criminal law to conform to the federal, 
er than the state, constitution. This 
nstitutional twist might eliminate Califor- 
s guarantee of a right to privacy, the le- 
rotection on which the right to abor- 
rests. Forced to address the abortion 
ue, all three candidates have taken pro- 
ce positions, loth as they are to alienate 
orlifers so early in the campaign. 
_ Since political reform is proving to be a 
ood vote-winner, both Mrs Feinstein and 
Van de Kamp are involved in new initia- 
ves: to curb special-interest influence on 
е legislature. Mr Van de Kamp stole a 
march by announcing a "clean govern- 
ent" plan that snatched the issue from 
Mrs Feinstein, who had a nine-point plan of 
own. 
But the environment looks like being 
he number-one topic in the election. Arid 
ere Mr Van de Kamp is clearly in the lead, 
ving sponsored a programme on toxic 
tter that was drafted by just about every 
nvironmental group in the state. The 
jlan—39 pages of detailed prohibitions— 
roposes a broad array of new regulations 
governing agriculture, industry, city life and 
"the shoreline. Its sponsors boast that it is the 
«most sweeping anti-pollution measure ever 
put forward anywhere. 
` Admirable attention to issues? Up to a 
point: there is another side to this type of 


38 








































































campaigning. Introducing a proposition not 
only gathers press attention and wins votes, 
it also neatly skirts California's new cam- 
paign-finance rules, approved by ballot last 
year. Nowadays, candidates for governor 
and other state posts cannot rely on fat-cat 
givers but must collect relatively small sums 
of money from a much larger number of sup- 
porters—which is one reason why the cam- 
paigning started so early. The quirk is that 
there are no limits on money in proposition 
campaigns, which have been ruled to be 
constitutionally protected free speech. So, 
when a candidate proposes an initiative, or 
is identified with one, the extra spending 
helps the otherwise (relatively) restricted 
campaign. 

And political spending on propositions 
can be even wilder than in more straightfor- 
ward campaigns, The 1986 governor’s race 
cost $10m, which offended reformers 
(though the 1990 candidates have already 
raised more than that). But the 29 proposi- 
tions on the ballot in November 1988 cost 
no less than $129m. 





Everglades 


Render back to 
nature 


GOD made the world in six 
days, and the Army Corps of 
Engineers has been tinkering 
with it ever since. So they say 
in the countryside of central 
Florida, where the engineers 
put a lot of time and effort into 
shortening and straightening 
the Kissimmee River, and have now been 
told to put it all back as they first found it. 
Before man got his hands on it, the Kis- 
simmee River meandered for 98 miles from 
its headwaters below Orlando to 
Lake Okeechobee, Florida’s great 
freshwater heart. In years of heavy 
rains, the river overran its banks, 
creating 45,000 acres of rich marshland that 
provided an abundant habitat for fish, bald 
eagles, rare species of migrating birds and 


other wildlife. Bur the occasional floods . 
were awkward for developers who wanted to 
build ranches for people hurrying down to 
the sun-belt. And the river's unpredictabil- 
ity made navigation difficult. So in 1961 the 
state asked the Army Corps of Engineers, 
which is responsible for maintaining Ameri- 
ca's public waterways, to improve on nature. 

Where the river had twisted and turned, 
the engineers cut a straight path between 
the headwaters and Lake Okeechobee, 
chopping its journey to just 52 miles. When 
the new river—called the С-38 canal by the 
army and the "ditch" by cross environmen- 
talists—opened in 1971, it was a uniform 
300 feet wide and 30 feet deep. The impris- 
oned river functioned perfectly: flooding 
was controlled and boats could go up and 
down. 

And that, in those pre-environmental 
days 20 years ago, was all that mattered. Get- 
ting rid of the river's oxbow twists was seep 
as an engineering challenge. No thougk 
had been given to the fact that the Kissim- 
mee River served as the first link in an eco- 
logical chain that stretched south over 700 
square miles. The changes affected the wa- 
ter, fish and wildlife not only in the sur- 
rounding marshes, but also in Lake Okee- 
‘chobee, the Everglades, and even the 
delicate coral reefs at the tip of the Florida 
peninsula. 

From the moment when the canal's 
locks were first opened, tens of thousands of 
gallons of pollutant-filled water—mainly 
from the cattle that grazed along the river 
banks—began pouring into Lake Okeecho- 
bee, which is the prime source of fresh water 
for about half the state’s 12m people. With- 
out the marsh grasses to absorb the nutri- 
ent-rich waste, the water in the huge lake be- 
came fouled. Fish have been dying and the 
amount of such contaminants as mercury 
and phosphorous has risen to dangerous 
levels. As the water flowed south from Lal 
Okeechobee through the. Everglades ar 




















































How do you value an egret? 


into Florida Bay, the once-teeming popula- 
tions of coots, ducks, and wading birds have 
een devastated. 

Last month the state formally admitted 
that it had all been a terrible mistake, with 
dreadful ecological consequences. The state 
government tentatively agreed to spend 
$150m to return the Kissimmee to its natu- 
ral condition, or at least as close to it as pos- 


sible. The restoration has the distinction of 


being the finest project undone by the Army 
Corps of Engineers and the largest back-to- 
nature undertaking anywhere in the United 
States. 

The decision to go backwards has taken 
time. Under pressure from environmental- 
ists, the legislature agreed in 1983 to a dem- 
onstration project on a small section of the 
river. This proved restoration possible. But 
the Army Corps of Engineers, which had 
never before been faced with such a request, 
balked, arguing that its procedures barred it 
from undertaking projects that could not 
show a "positive" cost-versus-benefit analy- 
7s. For every $1 worth of work, said the 

угрѕ, it needed to show more than a $1 re- 
turn in benefits. And how do you value a 
duck? 

Even when Congress appropriated 
$2.3m in 1986 to restore some of the river, 
the corps refused to spend the money. Its re- 
sistance was overcome only when Congress 
ordered the army to participate in the 
scheme. In the meantime, the state had re- 
tained Professor Hsieh Wen Shen, a re- 
nowned expert on river dynamics at the 
University of California, to design the res- 
toration project. 

With the aid of computer models, Dr 
Shen built a model of the river in a shed on 
the university's Berkeley campus to test vari- 
ous schemes. He summarised his report to 
Florida's Governor Bob Martinez in mid- 
November and will officially submit it early 
next year. Its message: render back to nature 
that which was nature's. Where possible, all 
but the upper stretches of the man-made ca- 


nal should be plugged with dirt. The river 
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will be returned to its old oxbows, which 
have long since dried up or been forced into 
stagnant pools. To appease the ranchers, 
most of the $150m cost will go towards buy- 
ing up their grazing lands to enable the river 
to flood as it used to flood. 

Dr Shen hopes that when the project is 
completed most of the wildlife will return 
and water quality will improve. There are no 
guarantees. Florida has seen, he says, what 
can happen when man messes with nature: 
what nobody knows, he adds, is what hap- 
pens when man tries to undo that mess. 


Plastic surgery 


Slash and burn 


WASHINGTON, DC 


OSMETIC surgery can make you look 

younger and prettier or, if things go 
wrong and the surgeon is hopelessly unqual- 
ified, it can turn you into some sort of mon- 
ster. Congress is investigating a new variety 
of charlatan: the phoney plastic surgeon. 

Last year, according to the American 
Society of Plastic and Reconstructive Sur- 
geons (AsPRS), 619,565 Americans—about 
85% of them women—had plastic surgery 
So far this year, 100,000 have had their 
breasts enlarged; 75,000 have had facelifts; 
17,000 have had chin implants; 95,000 have 
been given new noses; and 250,000 have un- 
dergone liposuction, a polite way of saying 
that hi-tech equipment has sucked the fat 
out of them. With a skilful surgeon most of 
these gruesome procedures have good 
results. 

The trouble is that more than twice as 





Easier or moviemakers 
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many operations as those reported by the 





ASPRS probably took place. Lured by sedue 
tive advertisements claiming tl nvone 
can become beautiful, unsuspecting beauty- 
seekers are increasingly b perated 
upon by unqualified and unregulated sur- 
geons. Some of these patients left physi- 
cally or psychologically scarred; a few have 
died. 

Horrid evidence of this has been pre 
sented in a series of hearings bel 1 sub- 
committee of the House of Representatives, 
One witness had a simple "tummy tuck' 
After complicatio ns set in, she suffered a 


stroke. She later learnt that her surgeon was 








HERREN, Another victim told a horrific 
tale of a "chemical peel" to remove a cheek 
scar. The je a perfectly legitimate proce- 
dure to remove wrinkles or facial scars, went 
wrong and left her looking "like a monster’ 
The acid solution "cooked" facial skin, 
ate away four layers of it, burnt three layers 
of her corneas, created holes ir eyelids, 
and left her eyesight permanently damaged. 
The doctor who performed the peel was 
a victim of sorts himself. He had paid 
$50,000 to a company based ir rida that 


promised to teach doctors how to peel 
faces—and to market their services—in just 
one week. Doctors, it was said, could earn 
up to $400,000 a year (and 


pernaps they 





could: patients pay up to $2,500 for breast 
enlargement, $4,000 for liposuction, and 
$5,400 for a facelift). The company's presi- 


dent, subpoenaed by 
confessed that he had never bliged to 
check doctors’ qualifications be training 
them. Most of his clients, he said, had been 
highly successful 

Representative Ron Wyden, the sub- 
committee's chairman, says that tl 
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billion dollar plastic-surgery industry is an 
under-regulated “deadly triangle”. Unquali- 
fied doctors perform new procedures on un- 
suspecting patients; false advertisements 
conceal poor post-operation care; unli- 
censed cosmetic-surgery facilities exist with- 
out oversight. 

In the long run, Mr Wyden wants cos- 
metic surgeons to hold a nationally recog- 
nised licence before practising. For now, he 
is asking medical-certification boards to 
tighten their licensing rules and the Federal 
Trade Commission to enforce existing regu- 
lations on advertising. The FTC has so far de- 
clined, saying that supervision of cosmetic- 
surgery practices is a matter for the states 
and that the problem is not advertising, but 
poor post-operative care. 

The AsPRS, which represents about 
3,000 surgeons certified by the American 
Board of Plastic Surgery, supports Mr 
Wyden’s campaign. It requires its own mem- 
bers to have a medical degree, to have com- 
pleted three years' surgical training and a 
three-year residency in plastic surgery, and 
to have passed written and oral tests. So 
much for a week's training in chemical face- 
peeling. 





1 Puerto Rico 


- Still star-gazing 


WEE Puerto Rico to become the 51st 
state, its star would be the first to be 
added to the American flag since Hawaii's in 


h: 1959. That moment is still far off. 


For 400 years Puerto Rico was a Spanish 
colony with no local autonomy at all. Then 
in 1898 the United States captured the is- 
land. Puerto Ricans were granted American 


| citizenship in 1917. Commonwealth status 
- was bestowed in 1952, giving islanders a fair 


degree of autonomy along with many of the 


` social benefits that mainland Americans get. 


Early this year Puerto Rico's governor, 
Mr Rafael Hernandez Colon, made the lat- 
est move. Fresh from a razor-thin election 
victory over an opponent who favours 
Puerto Rican statehood, Mr Hernandez an- 
nounced that he would seek a plebiscite on 
the island's future. Since then Washington 
has been struggling with the legislation that 
would permit the dependency to hold such a 
vote. A bill has passed one Senate commit- 
tee and is now being studied by another. 
The House of Representatives will soon take 
up the matter. The plebiscite—if Congress 
can agree—will be held in 1991. 

Superficially Puerto Rico seems to be 
heading for statehood. President Bush has 
said he is in favour of it; polls on the island 
show that support for it is growing; the bill 
passed by the Senate committee would make 
it relatively easy. A “self-executing” provi- 
sion in the bill means that Puerto Rico 
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One day, perhaps, you'll be a congressman 


would be admitted automatically if a simple 
majority for statehood can be mustered in a 
plebiscite. 

But neither Puerto Ricans nor Ameri- 
cans are quite sure that this is what they 
want. Despite what they tell the pollsters, 
Puerto Ricans are as divided as ever over the 
question of "status"—their relations with 
America. And in Washington many law- 
makers have serious, if not openly stated, 
questions about whether they want to admit 
to statehood—involving two senators and 
perhaps seven House members—a Spanish- 
speaking island of 3.3m people, more than 
half of whom live below main- 
land America's poverty line. 

At its most basic, the status 
debate in Puerto Rico comes 
down to national dignity versus 
economics. Supporters of the 
Republicandeaning New Pro- 
gressive Party, which is in fa- 
vour of statehood, and of the 
small, socialist Independence 
Party, which wants what its 
name suggests, argue that 
Puerto Rico should shake off the remaining 
shackles of colonialism, though they dis- 
agree over how this should be done. Sup- 
porters of commonwealth status, including 
Governor Hernandez’s Popular Democratic 
Party, argue that the islanders will have 
more money if they stay more or less as they 
are. 
By mainland standards (though not by 
Caribbean ones), the island is desperately 
poor. Average income is only two-thirds 
that of Mississippi, America’s poorest state, 
and unemployment is currently 15%. Its 
economy—GDP is about $18!^ billion—is 
based almost entirely on tax breaks. Puerto 
Ricans do not pay federal income tax. The 
revenue goes instead to the local govern- 
ment. And Washington has created sweet 
incentives for American businesses that set 
up shop on the island: in effect, they pay no 
federal taxes on profits, either in Puerto 


acres 








Rico or when the money is repatriated. With 
statehood or independence, such incentive 
would be removed. 

But not necessarily straightaway. The 
plebiscite bill that has emerged from the 
Senate committee would allow Puerto Ri- 
cans to claim more federal welfare benefits 
than they can now get, and would still ab- 
solve them (and American businesses) from 
paying federal tax for about four years. A 
short-term benefit, to be sure, but still an in- 
ducement to vote for statehood. 

The largest barrier to statehood is that, 
even if a plebiscite backed it, Congress 
would not coerce Puerto Ricans 
into statehood if a big minority 
turned out to prefer either inde- 
pendence or the status quo. 
(There is the additional worry 
that granting statehood would 
encourage those radicals who 
A] seek independence through ter- 
rorism.) Realistically, a vote for 
4 statehood that Washington 
could accept would probab! 
have to be at least as large as the 
5-1 vote that Alaskans cast in 1958 to be- 
come a state, if not quite as big as the 17-1 
vote cast by Hawaiians in 1959. 

Such a majority for Puerto Rican state- 
hood is highly improbable. This is one rea- 
son why the “selfexecuting” provision of 
the Senate bill will almost certainly be re- 
moved. Democratic leaders in the House 
have already hinted that they want the vote 
to be viewed as an application only. 

The group gaining most from all this in- 
decision is the Independence Party. Con- 
vinced that America will never accept 
Puerto Rico because it is poor and Hispanic, 
the independistas, who attract barely 10% 
support, believe that Puerto Rico will be 
turned down for statehood and that their 
own ranks will then begin to swell. The pleb- 
iscite, says one party leader, will be the be- 
ginning of “the process of rejection”. 
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| CARTIER. THE ART OF BEING UNIQUE 





CARTIER... FOR 140 YEARS UNITING 
LEGEND WITH REALITY. A HISTORY 

SO RICH IN CREATIVITY AND 
ACHIEVEMENT THAT IT HAS CHANGED 
THE VERY COURSE OF THE JEWELLERS 
АКТ GENERATIONS OF DEDICATED 
AND TALENTED DESIGNERS, WORKING 
WITH THE NOBLEST OF EARTH'S 
TREASURES, HAVE TRANSFORMED 
PRECIOUS METALS AND STONES INTO 
OBJECTS OF RARE BEAUTY AND * 
FANTASY. LIKE POETS OR MAGICIANS, 
CARTIER CREATORS KNOW THE 
WONDER OF DREAMS AND THE 
MYSTERY OF DESIRE. AND LIKE THOSE 
MASTERS OF IMAGINATION, THE 
CARTIER ARTISTS INTERPRET 

THOSE DREAMS AND DESIRES INTO 

A MAGICAL VISION 


* Trade-Mark registered by the Cartier Group 
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Disarming 


FROM OUR SPECIAL CORRESPONDENT IN MALTA 


AVING weathered one sort of gale in 

Malta, President Bush has run into an- 
other kind from American conservatives, 
including his vice-president, Mr Dan 
Quayle. Apart from the mistake of listening 
to his brother about the attraction of winter 
boating in the Mediterranean, Mr Bush had 
reason to think he had handled his talks on 
December 2nd-3rd with the Soviet leader, 
President Mikhail Gorbachev, rather well. 
His critics are complaining that he is rushing 
nuclear arms control and that he has agreed 
to help the Soviet Union economically with- 
out getting assurances over Nicaragua. 

The Malta decisions on arms control 
simply ratify the obvious. Both Russians and 
Americans are under pressure to spend less 
on defence. Unless reform in the Soviet 
Union and Eastern Europe is suddenly re- 
versed, American public support for main- 
taining the weapons mountain in central 
Europe will continue to dwindle. Mr Bush 
promises to “kick our bureaucracy” to get 
nuclear and conventional arms-control 
pacts locked up next year. 
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The two sides are aiming to have the 
START treaty ready in principle by June 
1990, when both leaders are to meet again. 
The framework—limiting each side to 1,600 
nuclear missiles or heavy bombers and to 
6,000 nuclear warheads, roughly half their 
current arsenals—is virtually settled. The 
two leaders also want a settlement next year 
in the 23-nation Vienna talks to reduce con- 
ventional armed forces in Europe (CFE). 
Here, too, they are close on the general 
framework. The Russians have accepted the 
hard part. To reach equal ceilings for each 
side on tanks, artillery and troops, they will 
have to cut more deeply than the West. 

What really seems to bother Mr Bush's 
American critics is that he is ready to help 
the Soviet Union join the world's market 
economy without getting satisfaction on 
Central America. The Americans believe 
the Nicaraguans are arming anti-govern- 
ment guerrillas in El Salvador. The Russians 
say that, according to the Nicaraguans, this 
is untrue. Mr Bush thinks the Nicaraguans 
are telling the Russians lies. 


Е M kaj 


The economic help from Mr Bush is, to 
use a favourite word of his, cautious. The _ 
Americans will back a Soviet request to be | 
come an observer in the GATT, the 96-na-^ 
tion body that monitors ground rules for in- _ 7 
ternational trade. Also, Mr Bush will open 1 
the way to most-favoured-nation treatment | 
for Soviet imports, as well as Eximbank - | 
credits once the Supreme Soviet passes a sat 
isfactory emigration bill j 

Surreal as it may sound, he cannot Î 
nore the criticism that he has been too soft, 7 
for fear of facing a re-election challenge from _ 
a more conservative Republican. Yet he has. 
America's NATO allies to listen to as well. — 

Before Malta, Mr Bush avoided any hint 
that he and Mr Gorbachev might try to de _ 
cide Europe's fate behind its back. At their _ 
joint press conference (said to be a Russian- 7 
American first) aboard a German-made 
holiday ship, the Maxim Gorky, the atmo- _ 
sphere was friendly, though Mr Gorbachev 
seemed to lack his usual punch. Mr Bush 7 


then flew to Brussels to reassure his NATO _ 






























store. At Monday's session the western al- 
lies also laid out a rough line on the dra- 
matic changes in Eastern Europe. Rough it 


Mr Bush said it was too early to declare a 
"peace dividend” and bring American sok 
diers home: Europe would have "signifi 
cant” American forces as long as it wanted | 
them. He had resisted Mr Gorbachev's sug- ^ 
gestion that the two sides try at once for 
deeper troop cuts than those on the table in 
Vienna, but had left open the door to an _ 
early second round of cuts once CFE is done. 

The British and the French do not like 
this idea at all. They fear being left in E | 
rope with a few American troops as the | 
Germanies join hands, before Europeans” 
have organised their own defences. From _ 
the British came the familiar sound of dike- 
building: Mrs Margaret Thatcher stressed 
that talks on deeper cuts should not begin 
until the first conventional arms agreement _ 
was fully implemented and verified. - 

The western allies agreed that it was ese 
sential to preserve the post-war alliances asa 
source of security and a framework for arms 
control. Mr Gorbachev also now likes the 
blocks—a big shift—though, as he cold Mr 
Bush, he would like to see them changed 
from military into political alliances. 

This no longer sounds Utopian. 
threat from the Warsaw pact appears to be 
fading. Much of its real job was to keep So- 
viet control in Eastern Europe, and this, 
too, is changing. One reason reform has 
swept Eastern Europe so fast is confidence” 
that this time the Russians would not send 
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oops. When, after Malta, Mr Gorba- 


v consulted his own allies they made him 
that the invasion of Czechoslovakia in 
68 had been wrong. 
"The third topic in Brussels was Ger- 
any. Three days before the Malta summit, 
West German chancellor, Mr Helmut 
ohl, had startled the Russians and his west- 
1 partners alike with a Bundestag speech 
ng out a three-step plan for German 
unification. At NATO on Monday Mr Kohl 
ed to calm them down. There was no 
metable, he insisted, as if to say it could 
ce 15 years or 15 months. 
_ After the opening of the Berlin Wall last 
onth, West Germany's partners almost all 
eunification was not on the immediate 
enda, Now that Germans themselves have 
jt there, the allies have regrouped 
round the points laid out by the American 
tary of state, Mr James Baker: German 
fication cannot be resisted, if East and 
Germans want it; it must be peaceful 
id gradual; Germany must remain in 
`О, апа in a more closely integrated Eu- 
ean Community (this last phrase did not 


































Americans, the British, the French and the 
Russians a big say in Germany's future. On 
Wednesday Mr Mitterrand warned the Ger- 
mans not to push for reunification lest it up- 
set "the balance of Europe”. 


The glimmer of a compromise 
Reunification of Germany on any terms, 
certainly western ones, appeals little to Mr 
Gorbachev. On a long list of things that 
could crystallise opposition inside the party 
against him, "losing" East Germany must 
come high. Yet ten days of non-stop diplo- 
macy have shown that the Soviet and west- 
ern views of Germany are not as unbridge- 
able as they look. The Soviet foreign 
minister, Mr Edward Shevardnadze, has 
said that, if the West Germans gave up their 
legal claim to Germany's 1938 borders, the 
Kohl plan might be discussable. 

On December 5th the West German 
foreign minister, Mr Hans-Dietrich 
Genscher, saw Mr Gorbachev in Moscow. 
He argued that German reunification could 


8 
the four-power agreemerit, which gives the- 


ended: as the two Germanies drew closer to- 
gether, the nature of NATO and the Warsaw: 
pact was bound to alter, and the meaning of 
belonging to them would change as well. itis. 
no longer unthinkable, he reckons, that a 
confederal Germany might somehow strad- 
dle both blocks, if disarmament goes far 
enough, 

Russia and the West agree that one 
place to pull such ideas to earth is the 35- 
nation Conference on Security and Co-op- 
eration in Europe (CSCE). In it are the NATO 
and Warsaw pact countries as well as 12 Eu- 
ropean neutrals, including the Vatican, 
whose head of.state Mr Gorbachev is also 
courting. The Russians would like a pan-Eu- 
topean summit next year to thrash out these 
issues; The Americans. think that. prema- 
ture. They have accepted that there will 
have to Бе а 35-nation get-together if a 
troop-cut treaty is signed in 1990. NATO and 
Warsaw pact countries are negotiating this 
under the CSCE aegis. At present rates of 
change, it would be amazing if such a meet- 
ing were purely ceremonial. 














































UR SPECIAL CORRESPONDENT IN UCHIZA 


sun is vertical and the temperature 
40 degrees by the time the general 
es his speech. On his orders, 20,000 
ple have assembled beside the helicopter 
‘in the jungle town of Uchiza. They 
been standing there for 
hours, and he is anxious to 
them go cheerfully away. 
m the roof of the vast shed 
аг houses his communica- 
unit he yells a greeting. 
mpesinos, cocaleros!” he 
ins: "Countrymen, coca 
vers! Nothing can be done 
t your co-operation! 
ruvian army is here to 
tect you!" They cheer. There would be 
le if they did not. 

ince April Brigadier-General Alberto 
iega has been the "military-political 
ernor" of Army Sub-Zone Eight. That is 
nly the valley of the Upper Huallaga 
r valley (see map), in which Uchiza is the 
ipal town. He has absolute authority 
tits people, who, in return, have power 
r him. His assignment is to defeat Peru's 
ocious nihilist movement, the Shining 
h. If the peasants join or support the ter- 
rists, more of his men will be killed and his 
sion will fail. He must win the people to 
de, and see they can earn a living. 
The living is good. Unfortunately it is 
egal. Coca bushes, which look like lime- 
een privets, grow beautifully in the rich 








e general and the cocaleros 


lowlands. Some 50,000 hectares (125,000 
acres) of the Upper Huallaga valley are 
planted with them. They take 18 months to 
produce a first crop, and for the following 
30 years may be stripped of their leaves four 





times a year, for sale to cocaine dealers at up 
to $5 a kilogramme. 

Skilfully tended, a two-hectare plot on 
newly cleared jungle land can produce an in- 
come of around $1,500 a year. (In all Peru 
there are some 200,000 hectares down to 
coca; the national average income per head 
was $1,425 in 1988.) Some 300,000 people 
live in the valley, which was practically unin- 
habited 50 years ago, when a road was built 
over the Andes to the Pacific. They are Indi- 
ans, migrants from the wretched mountain 
lands, who do not much care for the white 
people from the cities. 

Peru is practically bankrupt. Thanks to 
coca, it survives. Its officially counted. ex- 
ports were worth $2.7 billion in 1988, but 
unrecorded exports of semi-processed co- 


RES а 


caine brought in about $800, The coun- 
try, miserably misruled for the past five cen- 
turies, has had an incompetent democratic 
government for the past five years and is 
democratically about, to elect a new one 
which promises to do better. To ease the 
pain of transition it needs more exports and 
much less terrorism. 


Not-too-anti-dtug police 

In the Upper Huallaga, General Arciniega 
fights the terrorists by winning the hearts 
and minds of the people. Coca-growing is 
their life. They hate people who destroy 
their bushes and, if the police do not prom- 
ise to protect them, the terrorists will., Yet 
the government forces co-ordinated: by the 
general include the anti-drug police whose 
mission is to eradicate illegal: bushes, In a 
bunker across from the general’s headquar- 
ters are their advisers—about 30 specialists 
from the United States Drug Enforcement 
Agency, and probably a few more North 
Americans. The general says it is his job to 
protect them as well as the peasants. He is 
grateful for their earth-movers, which build 
his strongpoints, and their helicopters, 
which move his men. But he wants them to 
leave the coca-bushes alone. 

What the general would ideally like is a 
programme of crop-substitution, to replace 
coca as the valley’s. mainstay. His zone in- 
cludes a large palm-oil plantation and fac- 
tory, recently restored to action after Shin- 
ing Path raids апа murders had closed it 
down. It also grows good coffee and cocoa. 
But land-owning-peasants do not like work- 
ingfor маре, and the income from a hectare 
of coffee is less. than a third of that from 
coca. Crop substitution. would be vastly ex- 
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The growers’ friend 


pensive, and probably would not work. Tol- 
eration and protection for the growers of il- 
legal coca seems the only anti-terrorist 
policy with any hope of success. 

There is, though, no protection for the 
people who buy the peasants’ crop. They 
come from Colombia with dollars, and fly 
the produce out in small aircraft from dirt 
strips. They want light cargoes. By crude 
chemistry, a tonne of coca leaves can be re- 
duced to nine kilogrammes of the paste 
which, in Colombia, is reprocessed into the 
pure drug, cocaine hydrochlorate. The jun- 
gle laboratories are constantly being hunted 
by policemen in helicopters, so their oper- 
ators are constantly moving on. Each time 
they move, they dump their used chemicals 
into the headwaters of the Amazon. 

Peru's production of coca paste may 
have doubled since 1986. In that year the 
country probably exported about 6,400 
tonnes of the stuff. That would have in- 
volved the dumping of, among other poi- 
sons, about 32m litres of sulphuric acid, 
16,000 tonnes of quick-lime, 6.5m litres of 
acetone. It all went down the river, eventu- 
ally reaching the Atlantic, 3,500 miles away. 
If the coca business were legal, and regulated 
as far as such things can be in the jungle, the 
world would be spared a frightful dose of 
poison, and Peru's terrorists would be de- 
nied their best recruiting ground. 





Montserrat 


otormy weather 


FROM OUR CARIBBEAN CORRESPONDENT PLYMOUTH 


"T^ HE way the Caribbean used to be,” 

say the tourist brochures. A British 
governor sits in the Edwardian Government 
House, and gossip reigns supreme in the 
capital where everybody knows everybody 
else. But not even Montserrat preserves the 
real Noel Coward style. The governor talks 
to London by satellite dish, the plantations 
started sprouting retirement villas a genera- 
tion ago, and the hot gossip is the latest 
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banking scandal, or Hurricane Hugo. 

Behind Plymouth, the tiny capital, the 
trees on Chances Peak are still bare after the 
September wind. Many buildings are still 
roofles, or covered by temporary plastic 
sheeting. Many villages, for lack of electric- 
ity, have put up with three months of oil 
lamps and no refrigeration. As insurance 
cheques are cashed and builders work flat 
out, there is a commercial bustle. There is 
also a constitutional crisis. 

Montserrat remains under British sover- 
eignty, as one of five dependent territories 
in the Caribbean. The governor, Mr Chris- 
topher Turner, is an old Caribbean hand, 
sharing power with a Montserratian chief 
minister, Mr John "Bassie" Osborne, who 
came home rich from Britain. The two men 
do not see eye to eye. 

The trouble begins with the offshore-f- 
nance sector. Montserrat banking licences 
have been cheap and easy to 
get. After a slow start, Ameri- 
can "financial consultants" 
began something of a bank- 
rush. By early 1989 Montser- 
rat was the accommodation 
address for 347 offshore 
banks. Licences brought the 
government about 5% of its 
revenue, useful but not spec- 
tacular. The real profits went 
to American promoters who 
sold off-the-peg banks for about ten times 
the cost of the local fees, and to a few Plym- 
outh lawyers. 

Many banks were little more than a 
smart title and a letterhead. Some were 
money-launderers, others fronts for banal 
frauds. The simplest checking procedures 
were ignored. Warnings came from the East 
Caribbean Central Bank, the Chamber of 
Commerce and the civil service. All went 
unheeded. By early 1989 Scotland Yard and 
the Federal Bureau of Investigation were on 
the island, seeking evidence for trials in the 
United States, Canada, Britain and Austra- 
lia. By the time they have finished sorting 
through the papers, most of the banks will 
be out of business. 

Under the colonial division of powers, 
finance has been on the chief minister's 
patch, not the governor's. Mr Osborne did 
not want outsiders opening up this can of 
worms. There has been a spate of petty rows 
and scandals, including a tiff when Mr Os- 
borne said the governor's secretary was 
beastly to him on the telephone. 

Then came the hurricane. The chief 
minister was huffed because the governor 
bustled about in his Land Rover the day be- 
fore, giving warnings, and the day after, for 
the clean-up. A British warship turned up to 
help with relief work, and Mr Osborne 
grumbled that he was not asked on board at 
once, or offered a helicopter tour of the 
wreckage. He was not consulted enough, 
and all his six houses were badly damaged. 





In early November Mr Tim Sainsbury, 
the British foreign-office minister responsi- 
ble for the Caribbean, visited Montserrat. 
The chief minister was handed a report on 
offshore finance, and a new constitution | 
that pulls together laws previously scattered _ 
around a bunch of different documents, 
with a Bill of Rights tacked on. Mr Osborne ^ 
found two clauses nasty. One had the effect 
of shifting control of offshore finance from 
the chief minister to the governor. ; 
other allowed the governor to put some lege — 
islation into effect even when the Legislative 
Council had not passed it. 

“Recolonisation,”’ said the chief minis- 
ter; "a callous act aimed at kicking black | 
people while they are down." He promised | 
to fight it with his life, if necessary. 
Sainsbury said it was not much of a changez 
since offshore banking dealt with foreigners, 
it was really part of external affairs, which: 
the governor had controlled _ 
all along. And laws the chief | 
minister does not like (such as 
the new constitution) can be 
pushed through in Britain 
anyway. The island's own op- 
position politicians were not 
panicked. "C.M. talks crap” 7 
ran the headline in their 3 
Montserrat Reporter. 

The chief minister went to: 
London in early December, 
with six friends, to put his case. He is not a 
skilled lobbyist, but does have some good ar- 
guments. The Organisation of East Carib- 
bean States—a group of seven islands, in- 
cluding Montserrat—calls the governor's 
new powers “dictatorial and repugnant"; 
There was no consultation over the pro- 
posal, so no chance to suggest other ways of 
running offshore finance, such as an inde 
pendent board. 

The chief minister no longer talks about 
laying down his life for freedom, and has 
gone quiet on the subject of early elections 
or an independence referendum. But he says 
he cannot work with the governor. Elections 
are not due until 1991. It is not the best clie 
mate in which to get the country rolling 
again after Hugo. 
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Canada 


Out of the Yukon 


FROM OUR CANADA CORRESPONDENT j 


HE first woman to become leader of a 

national political party of any size in” 
North America stands almost a world apart 
from Mrs Margaret Thatcher. It is not only 
that Miss Audrey McLaughlin comes from 
the farthest corner of Canada, as the solitary 
member of Parliament from the Yukon. She _ 
is also expected to lead the social democrats” 
of the New Democratic party somewhat fur- 
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ther to the left. 

The leadership convention in Winnipeg 
on December 2nd, when she was chosen to 
replace the outgoing Mr Ed Broadbent, di- 

- wided eventually into two distinct camps. 
Her last opponent, Mr Dave Barrett, has not 
changed the rumbustious style he showed in 
his three years as premier of British Colum- 
` bia; he delivered a barn-burner speech that 
- made hers seem soggy by comparison. 

A slim majority, however, feared that 
| the veteran populist would turn the NDP 
into a western regional party with anti- 
American emotions. They put on Audrey 
buttons with the prayer that she would grow 
in the job—and also improve her French 
_ quickly. In last year's election the party took 
` 2096 of the vote and won 43 seats, but none 
— in Quebec, where Mr Broadbent had la- 
| boured hopefully. 

x While boasting only two years' experi- 
— ence in Parliament, Miss McLaughlin has ac- 
cumulated a modern woman's education 
- elsewhere in 53 years: by turns a mink 
_ farmer, an English teacher in Ghana, a so- 
cial worker in Ontario and a business con- 
` sultant working with women and natives in 
d the Yukon. 
© Her dislikes in politics—free trade with 
- the United States and the Meech Lake con- 
—stitution—are easier to identify than her 
- positive views; but the third finisher at Win- 
— nipeg, Mr Steven Langdon, is a former eco- 
nomics professor with radical views who will 
increase his influence with Mr Broadbent’s 
| departure. The Liberals, who are due to 
- choose a new leader of their own in June, 
hope these changes will leave them with 
_ more of the middle ground. 
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Perplexed 


| FROM A CORRESPONDENT IN TEHRAN 


- (THE faithful still chant “Marg bar 
Amrika!", “Death to America", at 
Friday prayers in Tehran, but the old ardour 
is missing. The crowds brought in from the 
slums of south Tehran in fleets of red buses 
“аге smaller, and the chanters older, than 
— they used to be. Iran is weaning itself from 
— revolution, and suffering a baffling identity 
. crisis as it does so. 
President Rafsanjani says he wants bet- 
` ter relations with the outside world, but Mr 
- Ali Fallahian, the minister of information, 
denounces all foreigners as meddlers. Saudi 
` Arabia comes in for special attack for prac- 
_ (ising “the American version of Islam”. The 
resident would like to include America in 
à his new circle of friendships, but the former 
American embassy is a school for Revolu- 
tionary Guards—and the home of a smart 
glass boutique that sells glued-together 
shredded documents (just published: vol- 
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gun goes round in circles 


ume 76) from the “den of spies”. 

The regime still deals severely with its 
political opponents, yet political differences 
are aired freely in public. Debates in the 
majlis, Iran's parliament, can be vicious 
slanging matches, but no hint of blasphemy 
is tolerated. On Tehran's streets coloured 
headscarves mingle with the ubiquitous 
black; some women students slip into uni- 
versity wearing pale lipstick. But at the end 
of November came "public morality week”: 
women letting the faintest wisp of hair peep 
from their chadors were sternly repri- 
manded. Unmarried couples travelling in 
the same car after dark are still liable to be 
arrested by the komitehs, the officious gangs 
that took over the job of the police at the 
start of the revolution. 

The identity muddle starts at the top. 
The power wielded by Ayatollah Khomeini 
has been split imprecisely between the secu- 
lar president and the spiritual “leader of the 
revolution", Ayatollah Ali Khamenei. Mr 
Rafsanjani is streamlining the administra- 
tion, but doctrinaire clerics are entrenched 
everywhere and can block important deci- 
sions. A few liberals miss the old man. At 
least he had the authority to curb the wilder 
instincts of his disciples. Towards the end of 
his life he unbanned the playing of “good 
music" and (for men only) healthy games 
like chess and handball. 

In death "the imam’’—as he is univer- 
sally known—has attained sainthood. Pil- 
grims flock to his tomb under a gilded dome 
south of Tehran to pray and tie votive rib- 
bons to the wooden lattices around the cof- 
fin, as they do in the great Shia shrines at 
Mashad and Qom. And yet at the same time 
“Persian” culture, disgraced for ten years 
because of its association with the Shah, is 





regaining respectability. 

Islamic history was once purged of all 
references to Iran's kings—even of Shah 
Abbas the Great, the seventeenth-century 
Safavid king who made Shia Islam the state 
religion. Fanatics tried, but failed, to bull- 
doze the magnificent Achaemenid remains 
at Persepolis: Today official pride in the im- 
perial past is returning. A plan to rename 
the Persian Gulf the “Islamic Gulf" has 
been forgotten. 

Revolutionary organisations are under- 
going a metamorphosis. The Revolutionary 
Guards organisation has become a vast busi- 
ness empire which includes publishing 
houses, construction companies, arms fac- 
tories and a prosperous charity, the Martyrs’ 
Foundation, The komitehs are being re- 
formed, and the authorities simply do not 
know what to do with the bassij, the popular 
army made up mostly of young or over-age 
volunteers from the poorest sections of soci- 
ety. During “Bassij week" at the end of No 
vember it was suggested that they could be 
turned into reconstruction brigades. But un- 
employment already exceeds 15% in the cit- 


ies. 

Enticed by offers of jobs and perks, a 
few educated Iranians are returning from 
abroad. More would come if they were sure 
the hardliners were in retreat. Mutterings 
against the revolutionaries can be heard not 
only among cosmopolitan city dwellers but 
also in the countryside, where “political 
mullahs” are becoming unpopular. But Mr 
Rafsanjani, surrounded by rivals, is a patient 
man. For the moment, he is making no deci- 
sive break with the past. 





The Yemens 


Singular or plural 


€" THE masses in the north and south c 

the homeland are aspiring and hop- 
ing for the immediate achievement of inte- 
grative union," trumpets the North Yemeni 
news agency. Up to a point, Sheikh Copper. 
Most inhabitants of the romantic Yemens 
are more interested in tribal warfare, smug- 
gling or chewing fatalistically on the nar- 
cotic qat leaf. 

Pro-western North Yemen and Marxist 
South Yemen have fought three wars in 22 
years, but are growing friendlier. They have 
agreed to the joint exploration of the fron- 
tier for oil and have patched up their long 
border quarrel. North Yemen says the time 
is right for a merger; South Yemen agrees, in 
principle. 

At the end of November the North's 
president, Colonel Ali Abdullah Saleh, vis- 
ited Aden hoping to proclaim a single Ye- 
meni republic and a joint defence and for- 
eign policy for the two states. He returned 
home on December Ist with a draft con- 
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RNATIONAL 
titution for a single state 
med by himself and by Mr 
i al-Beedh, the secretary- 
ral of the South’s ruling 
In theory the docu- 
ment will be put to the parlia- 
ments and peoples of both 
states for approval. 

_ On the surface, the two 
Yemens are growing more 
alike. In July 1988 the North 
set up the first elected assem- 
bly in the Arabian peninsula. 
Political parties are not allowed but a num- 
ber of groups—Nasserite, Baathist, 15 
lamic—were allowed to circulate leaflets. By 
lo cal standards, the North is a pillar of 
democracy. 

The Marxist South has a reputation as 

л Arab Albania, but is showing signs of 
ole . It has let independent candidates 
гапа | in local elections, eased restrictions оп 
foreign travel and patched up relations with 
ative neighbours like Oman and 
i Arabia. Despite a military alliance 
wit T Soviet Union, it wants to restore 
diplomatic ties with the United States. It is 
said to have kicked out its last Cuban mili- 








The Palestinians 


Breaking through 


FOR once the State Department's timing 
` was perfect. On December 6th, just 
three days before the second anniversary of 
е Palestinian uprising in the Israeli-occu- 
a West Bank and Gaza, Mr James Baker 
innounced that Egypt, like Israel, had fi- 
ally accepted his five-point plan to get Pal- 
'stinians and Israelis talking to one another 
cross the same table. It is, as the Americans 
ay, a positive step forward. But there are 
plenty of diplomat-traps in the road ahead. 
To spot the biggest of them, note first 
the parties that have signed up for the 
merican plan are Israel and Egypt, not Mr 
Arafat's Palestine Liberation Orga- 
tion. The Americans did not ask the Pal- 
tinians to respond to Mr Baker's plan, be- 
se if they had said Yes Israel would have 
No. Israel says the PLO’s participation in 
any peace plan is out of the question. 
Egypt, on the other hand, has a peace 
ty with Israel, so Israel will find it hard to 
to the next stage of the American 
which is a trilateral meeting in Wash- 
on some time in the next few weeks be- 
en Mr Baker and the foreign ministers of 
pt and Israel. Its purpose will be to orga- 
a direct encounter, probably in Cairo, 
n Israeli and Palestinian negotiators. 
4 But which Palestinians, and what will 
th улы: about? Enter what the State 
Department calls "certain views and posi- 
tions” which both Israel and Egypt have at- 
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tary advisers. On December 
4th a minister from the Brit- 
ish Foreign Office paid a first 
visit to Aden since the with- 
drawal of British troops in 
1967. 

By tilting to the West, the 
South hopes to raise $800m 
for a five-year development 
plan. Soviet aid is falling, and 
Yemenis working abroad (2m 
in Saudi Arabia alone) send 
home less money than they 
used to. The Saudis once opposed Yemeni 
unity, for fear of the South’s Marxists; now- 
adays they are in favour. North Yemen re- 
cently joined Egypt, Jordan and Iraq in a 
new regional club, the Arab Co-operation 
Council, which excludes Saudi Arabia. The 
Saudis may calculate that Yemeni unity 
would loosen Yemen’s tie to the council, 

So what still stands in the way of a 
merger? Ask East Germany’s disgraced lead- 
er, Mr Erich Honecker. The South has only 
2.5m people, the North 9m. Thanks to oil, 
the North is richer, too. Merging with a big- 
ger, richer and more democratic neighbour 
is seldom fun for the junior partner. 

п 








Arafat has to be invisible 


tached to the Yes they have now given to Mr 
Baker's plan. The Israelis say, among other 
things, that the Palestinians must have no 
connection with the PLO and must talk only 
about the detail of the free election which 
Israel has offered to allow in the West Bank 


RN 


and Gaza. 

Egypt's "views and positions" are not 
yet fully public, but were formulated only af- 
ter prolonged discussion with the PLO. With- 
out its approval, the Egyptians would not 
have said Yes to Mr Baker. Mr Arafat be- 
lieves that at the promised meeting with Is- 
rael the Palestinian negotiators should be al- 
lowed to go straight to the heart of the Arab- 
Israeli conflict by discussing Israel's 
withdrawal from the occupied territories, 
and the creation of an independent Pales- 
tine. How long can Mr Arafat and his explo- 
sive agenda remain officially invisible? 

п 





Algeria 


Relapse 


FROM A CORRESPONDENT IN ALGIERS 


FTER presiding over mounting eco- 
nomic and political chaos, which cul- 
minated last year in bloody riots, the ruling 
National Liberation Front (FLN) has just de- 
cided that things are going so well in Algeria 
that it need not reform its policies. It 
reached its decision at a special party con- 
gress called by the president to decide just 
the reverse. 

President Chadli Benjedid wants Alge- 
ria to abandon one-party state socialism for 
multi-party democracy and a liberal econ- 
omy. For a year he has outmanoeuvred his 
opponents to push reform forward. At last 
week’s congress meeting in Algiers, the anti- 
reformists mounted a bare-fisted counter-at- 
tack that swept aside the president's men. 

The meeting opened with noisy de- 
mands that every seat on the party's central 
committee, with the exception of Mr 
Chadli's, be put up for re-election. The pres- 
ident, who had packed the committee with 
his own men, had to agree. By the end, 140¢ 
new members had won seats, among them a 
host of figures whom Mr Chadli thought he 
had consigned to history—men like Mr 
Kasdi Merbah, sacked as prime minister in 
September for proceeding too slowly with 
reform; Mr Abdelaziz Bouteflika, who had 
been foreign minister for the former 
hardline socialist president, Houari Boume- 
dienne; Mr Belaid Abdesslam, Boume- 
dienne’s economic boss, at whose door most 
of its current problems can be laid; and two 
sacked party chiefs, Mr Mohamed Cherif 
Mesaadia and Mr Salah Yahiaoui. 

Most of these men make no secret of 
their hostility to Mr Chadli’s reform pro- 
gramme. The party accepted that reforms al- 
ready made could not be undone. Six oppo- 
sition parties, including the Islamic 
fundamentalists, have been legalised this 
year, and a programme of economic reforms 
is in place. But that, for the time being, is 
where reform is likely to stop. 
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CHRISTOPHER 


HARDING. CHAIRMAN. 


€]; was a year of growth, with turnover up by 
477M to £916M and operating profits showing 


an increase of some 16% at £275M.” 


€ Profit before tax was £24M higher at 6124М?? 


“We set a new record Sor export sales, which 


rose by 26% to £169M.? 





FINANCIAL DIGEST 
























1989 1988 

£M £M | 
TURNOVER 916 839 
EXPORTS 169 134 
PROFIT BEFORE TAX 124 100 
PROFIT AFTER TAX 107 84 
DIVIDEND 40 36 
CAPITAL EXPENDITURE 647 584 
ASSETS 3117 2588 






NUMBER OF EMPLOYEES (AVERAGE) 16,169 16,773 
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While calling for a pause im nuclear devel- ~ 


opment, the government has recognised the 


importance of nuclears contribution to diversity of - 


supply and thus of retaining the option for a long- 









term contribution from economic 


nuclear power” 


We have the technology, 
we have the skills, we have 
the people and we have the 


determination to succeed 3 2 
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Send for your free copy of our 
Annual Report and Accounts to 
British Nuclear Fuels ple, Information Services, Risley, 
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The Royal Bank 
of Scotland 


Clearing banking and financer services 
trom over BAG branches throughout 
the UK and overseas 








Merchant banking; 
ievelopment capitai, 
Stockbroking and securities 








The Royal Bank 
of Scotland Group ріс 
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The year to 30th September 1989 has once again been 
a successful one for the Group despite the slowdown in 
the U.K economy which | predicted in my interim 
statement. This has continued and indeed intensified. 
Against this background, we have considered it prudent 
to make a number of provisions in respect of customers 
who are experiencing problems. Following these, we 
have recorded an increase in profit of $27.3 million to 
$336.5 million which, in the circum- 
stances, is highly satisfactory. From this 
figure we are deducting an exceptional 
specific provision in respect of lending to 
“countries in payment difficulties. This 
represents the culmination of a pro- 
gramme commenced in 1986 and we do 
hot consider that any further exceptional 

provision for this class of lending should 
фе required. A profit of £1475 million 
-remains after taxation which enables us 
to recommend a final dividend of 48p per 
share, to give a те le increase of 
20% for the year. 


Performance and 
developments 

We have implemented key stra- 
`; tegic initiatives and have also increased cross-selling 
Opportunities among our subsidiaries. 

Much has been done to build on the achievements 
of 1988 in the USA. and Europe. Citizens Financial 
“Group, acquired in December 1988, has already demon- 
strated that it will serve as an ideal flagship for controlled 
expansion in the US. retail banking market. 
in Europe, our aliance with Banco Santander was 

Cemented further when it increased its stake in the Group 
from 2.5% to almost 10%, to become our largest share 
holder. The benefits of the alliance are evident at many 


Results for the year 
to 30th September, 1989 


Profit before exceptional item 
Profit after exceptional! item 


Total assets 


Earnings per 25p ordinary share* 


Dividends per ordinary share 


Dividend cover (times)* 


FINANCIAL HIGHLIGHTS 


Year to 
30.9.89 


£336.5m 
£228.2m 


Profit attributable to 
ordinary shareholders 


£147.1m 


£27.4bn 
29.4p 
7.2p 
x4.1 





* before exceptional item 








levels, such as the establishment in July of a jointly-owned 
bank in Gibraltar, managed by The Royal Bank of Scotland. 

Life assurance had been identified as a potential 
market for expansion and, in September of this year; we 
announced the establishment of a new joint venture life 


company in conjunction with Scottish Equitable. Life. 


Assurance Society, one of Scotland's major life offices. 


Balance sheet strengthened 
Our balance sheet has been 
strengthened by the issue of US$200 
million non-cumulative preference 
shares and the capitalisation of revalua- 
tion reserves, together with loan capital 


Year to 
30.9.88 


£309.2m 


£309.2m | : 
resuit our capital ratios comfortably ex- 


céed the requirements of both the Bank 
of England and the Bank for International 
Settlements in Basle. 


£192.5m 


£21.7bn 
26.8p 
6.0p 
x4.5 


Future outlook - 

During the coming years we intend 
to broaden our horizons by building on 
our existing international operations. 

Whilst the slowdown in the U.K. 

“economy will make for difficult trading 
conditi ions in the coming year, | am confident that 
planned developments will provide a sound basis for 
future growth, and that we will continue to consolidate 
our position as one of the leading U.K financial services 
groups, having our headquarters firmly establ ished 
in Scotland. 


Sir Michael Herries 
Chairman, The Royal Bank of Scotland Group plc - 








Strong performance and growth: 
significant progress in 
Europe and the United States 


issues totalling 15.5650 million, As a. 
















































EUROPE 


Germany united in amazement 


FROM OUR BONN CORRESPONDENT 


LENTY of people may gape at the idea, 

but Mr Helmut Kohl may yet end up as 
chancellor of a united Germany. There are 
still lots of obstacles. But events are unfold- 
ing with astonishing speed in East Germany, 
with a logic which could turn Kohl, the 
much-pilloried survivor, into Kohl, the lead- 
er of an all-German government. 

It is only two months since a beaming 
Mr Erich Honecker, for 18 years communist 
party chief, took the salute at a march-past 
celebrating East Germany's 40th 
birthday. Now Mr Honecker and 
some of his main cronies are under 
house arrest amid a sweeping probe 
into corruption (see box on next 
page). The entire Politburo and 
Central Committee—including the 
short-lived new party boss, Mr Egon 
Krenz—resigned in disgrace on De- 
cember 3rd. Three days later Mr 
Krenz lost his other two jobs, as 
head of the National Defence 
Council and as head of state, where 
his replacement is the not-quite- 
communist Mr Manfred Gerlach. A 
coalition government under the 
communist prime minister, Mr 
Hans Modrow, is ploughing on but 
lacks a popular mandate. The army, 
fearing anarchy, has started issuing 
warnings. 

An emergency congress of the 
communist party is to begin on De- 
cember 8th, a week earlier than ex- 
pected, but not even those prepar- 
ing the event (the party is being run 
temporarily by а 25-member “work- 
ing group") have much clue what will come 
out of it. It could produce little more than a 
change in the party’s name, since these days 
"Socialist Unity party" is a bad joke. Or 
something dramatic could happen: a split, 
or a call for the army's help. 

Few reckon the party, even with reform- 
ist leaders, would stand much chance in free 
elections expected next year. Everything the 
communists have done in recent weeks, 
from renouncing the "leading role" guaran- 
teed them by the constitution to opening 
the Berlin Wall, has proved too little for the 
masses on the streets. Now comes the fury 
over the revelations of corruption. With or 
without leaders, the party is in free fall. 
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That might be welcome if there were a 
powerful opposition force in East Germany 
ready to take political responsibility, as Soli- 
darity has done in Poland. There is not. The 
reform movement is fragmented and is be- 
coming more so as new groups pop up like 
mushrooms. Some of them, like Democracy 
Now, do not want to become political par- 
ties; others, including New Forum, the big- 
gest but in danger of splitting, cannot make 
up their minds; still others, such as Demo- 





Going, going, Egon 


cratic Awakening, are clear that they want 
to become parties but are hazy about their 
programmes. 

Few of the reformers have much idea 
how to run an election campaign, which is 
not surprising, since there has been no really 
free election in their part of Germany since 
Hitler came to power in 1933. Virtually all 
lack essentials like telephones, copiers, even 
paper (some leaflets specially printed for 
them are being smuggled in from the West). 
Communications are so poor that reform- 
ists sometimes learn what other members of 
their group have been up to elsewhere in the 
country only by watching the blanket cover- 
age now being provided by West German 


















































television. 
The reformers have little time to sort 
themselves out. A week or two ago mo с 
people expected elections sometime late 
next year. Now a much earlier date seem 2 
certain, because of the collapse of commu- 
nist rule and mounting economic chaos. - 
True, East Germany has the least-poo 
performing economy in communist Europ 
and, given a change from central planni g 
to a market system, it has great potential 
But that counts for little to millions of 
Germans who have experienced at f 
hand the goodies in West Germany since 
the borders were opened on November 9th. 
One East German already in the West 
for good noted he could earn more there in 
six months than in 15 years at home. А. 
woman activist for a reform group in East 
Berlin said she wanted to stay but 
feared economic collapse; even coa 1 
was not readily available beca a 
the people usually supplying it were 
now working illegally for hard cur- 
rency in West Berlin. Maybe, sh 
mused, she owed it to her children” 
to join the other 300,000 emigra 
who have already streamed west _ 
wards this year Я 
It was with such people in mind 
that Mr Kohl offered immediate 
aid, including food and medical 
help, as part of his ten-point plar 
for German “unity” announced on 
November 28th. West Germany 
also agreed on December 5th to 
nance the biggest chunk of a DM2, 
billion ($1.6 billion) inter-German _ 
fund, which will help East Germans 
pay for trips to the West from tl 
start of January. In return East Ge 
many is abolishing visa restrictions 
and the compulsory payments so far 
demanded from West Germans g 
ing to visit the East. 
That makes virtually free travel 
between the two parts of Germany possib 
for the first time since 1945; but it will prol 
ably not be enough to stabilise the situation. — 
Growing numbers of East Germans me 
starting to see some form of union with the 
rich brother in the West as the only way out 
of the mess. At demonstrations in Ei Кз i 
and other towns this week, banners calling 
for German unity dominated the sc ne 
Even leaders of the reform groups, most @ 
whom seek an independent, democra 
East Germany, agree that the demande ll fo 
unity are growing, and that Mr Kohl's plan _ 
has helped to promote them. Few believe 
that a decision on the unity issue, either ina 
referendum or in the context of the planned 
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| Alot of rot 


FROM OUR BONN CORRESPONDENT 


revelations of corruption in high 
|| places in East Germany is not the facts 
|| themselves—that for years top commu- 
` nists had their hands in the state till to 
|. рау for their hunting lodges and luxury 
| western goods. It is rather that so many 
East Germans are amazed to learn that 
` such things were going on. 
= The shock and outrage are genuine. 
Parliamentarians wept on learning the 
sordid details. Furious citizens joined 
| with "people's police" to stop frightened 
| communist officials destroying evidence 
| that could be used against them. One 
hapless wrong-doer trying to sneak off 
| with two suitcases stuffed with western 
currency was pounced upon and turned 
over to the police. But didn't people 
wonder all these years how their rulers 
|| managed to pay for their luxury way of 
| life under “real existing socialism”? 
—. One explanation is that the skuldug- 
gery carried on under the bland cover of 
“commercial co-ordination” was pretty 
sophisticated even compared with the 


— 






























jiggery-pokery that went on in Brezh- 
nev's Kremlin. From gun-running to the 
third world to administering a network 
of Swiss bank accounts, the German 
brand of fiddling displays a master’s 
hand. East German authorities would 
like to get their hands on Mr Alexander 
Schalck-Golodkowski, a portly state sec- 
retary at the foreign-trade ministry, who 
they believe can help in their inquiries. 
He went missing after a trip to Bonn on 
November 29th, but walked of his own 
free will into a West Berlin jail on Decem- 
ber 6th. 

The other explanation is that East 
Germans really did believe what they 
were told all these years: that German 
communists were particularly proud and 
pure (Marx, after all, started it all); that 
everyone, however high, was making sac- 
rifices for the sake of the promised land 
just around the next corner. "Now we 
really know," moaned Mr Stefan Heym, 
an idealistic East German author, "that 
absolute power corrupts absolutely." 
Odd it didn't strike him before. 










































elections, can be long avoided. 

That is probably too soon for Mr Kohl, 
who charted a path via a loose confedera- 
tion to a federal German state, but gave no 
timetable. It is certainly too quick for the 
four wartime victors (America, Russia, Brit- 
iin and France), who are furious that the 
chancellor did not tell them about his plan 

advance. But had he done so Mr Kohl 
vould have had to go ahead with his state- 
ment, if at all, against foreign objections. 
He did not consult his coalition part- 
ners at home either, for fear he might have 
his thunder stolen for the umpteenth time 
the artful foreign minister, Mr Hans- 
trich Genscher. The chancellor has 
ong-footed both Mr Genscher and the 
sition Social Democrats. Coming from 
a long way behind, Mr Kohl has recaptured 
he initiative on the issue which will domi- 
nate the campaign for West Germany's gen- 
eral election in exactly a year's time. 
Would the West Germans reject unity if 
East Germans voted in favour? Defi- 
nitely not. Could the four wartime allies, 
who retain a strong legal say over the future 
of Germany, prevent unity going ahead in 
practice? Probably not. What would that 
mean for the two opposing military alliances 
and western security? Nobody knows. There 
is plenty for everyone to think about as Mr 
Kohl prepares to travel to Dresden on De- 
cember 19th for his first, and possibly last, 
talks with the prime minister, Mr Modrow. 
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Czechoslovakia 


Adieu Adamec 


FROM OUR CENTRAL EUROPE CORRESPONDENT 


OW much longer will the Communist 
party of Czechoslovakia be spared the 
oblivion into which the East German party 
seems fated to fall? Civic Forum, the opposi- 
tion that emerged from last month’s trium- 
phant street protests, grows steadily more 
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skilful in the techniques of keeping the gov- 
ernment on the run. Mr Karel Urbanek, the 
lacklustre man who took over the Commu- 
nist leadership during last month’s dem- 
onstrations, manifestly lacks the will to lead 
the party into the radical changes that the 
communists of Hungary, Poland and even 
East Germany have now accepted as inev- 
itable. And the prime minister, Mr Ladislav 
Adamec, one of the few senior officials who 
had been willing to negotiate with Civic Fo- 
rum, felt obliged on Thursday to hand in his 
resignation. 

Mr Adamec had announced a “new” 
government on December 3rd. Of the 21 
people in the new cabinet, it turned out, 16 
came from the Communist party and the 
other five belonged to two small parties 
which until three weeks ago were the docile 
instruments of the Communists, and still 
belong to the Communist-created National 
Front. The docility of these parties can no 
longer be assumed, but even so this was a 
fine piece of heel-dragging. An angry Civic 
Forum had 250,000 people back out on 
Wenceslas Square the next day, to demand a 
government not dominated by Commu- 
nists. Mr Adamec promised to think again. 
He knew that if the revised government list 
was not judged good enough, another gen- 
к^» would be called for December 
11th. 

On December 5th Mr Adamec met a 
Civic Forum delegation led by Mr Vaclav 
Havel to try to peer a little further into the 
future. A “Polish-style” government is now 
one possibility, meaning that the Commu- 
nists might keep the presidency (though 
with someone other than President Gustav 
Husak in the job) provided the non-Com- 
munists take over the prime ministership 
and, presumably, the bulk of the cabinet 
posts. These ideas are still at the drawing- 
board stage, but it may be encouraging that 
Mr Urbanek and Mr Havel met again for 





Less and less left of communism’ 
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The pressure had been building up on 
Mr Adamec for days. This week began with 
a statement from all the Warsaw-pact coun- 
tries that took part in the invasion of 
Czechoslovakia in 1968, saying they had 
been wrong to do it; the list of the contrite 
included, for the first time, the Soviet 
Union. On Tuesday the new leader of 
Czechoslovakia’s Communists said he now 
favoured the rehabilitation of the half-mil- 
lion members who were expelled from the 
party after 1968 (in a purge organised by his 
predecessor, Mr Milos Jakes, sacked as party 
leader last month). On the same day a new 
government was announced for the Czech 
lands, one of the two component parts of 
Czechoslovakia. This one was less arrogant: 
nine non-communists, and only seven 
Communists. 

That night something even better hap- 
pened. The parliamentary commission that 
had been investigating the violence used by 
policemen against demonstrators on No- 
vember 17th—the first of last month's great 
wave of protests—recommended that Mr 
Jakes be removed from parliament. Mr 


Miroslav Stepan, Prague’s hated former 
party boss, the man the Prague crowds have 
consigned “го the shovel”, is suffering the 
same fate. The party's headquarters still sits 
on Hradcany, Prague’s castle hill; but the re- 
ality of power seems to be fast slipping away 
from it. 

— mall 





Soviet Union | 
What's yours is 
still mine 


FROM OUR MOSCOW CORRESPONDENT 


F MR MIKHAIL GORBACHEV'S re- 
forms are to succeed, he has to rewrite 
the basic laws of the Soviet economy. The 
most fundamental law of all is the property 
law, which has now had its first reading in 
parliament and been put out for public de- 
bate. This law will be the foundation stone 
of perestroika. Can it bear the weight? 
In its present form it would give legal 
guarantees to three forms of ownership: 








FROM A CORRESPONDENT IN PRAGUE 


N THE end, Czechoslovakia's nation of 

greengrocers told the truth. In one of 
his philosophical essays, "The power of 
the powerless”, Mr Vaclav Havel told the 
story of a greengrocer who was instructed 
to put in his window the slogan: "Workers 
of the world, unite!" Nobody paid much 
attention, but if the manager had refused 
to display the poster he would have lost 
the managership, and with it the chance 
of holidays on the Black Sea and univer- 
sity places for his children. So he diplayed 
it. For communism to be beaten, Mr Ha- 
vel wrote, the greengrocer would have to 
take down the ridiculous poster and begin 
"living in truth". 

Historians will point to Mikhail Gor- 
bachev, Solidarity, the Hungarian reform- 
ers and East Germany's upheaval to ex- 
plain what has just happened in Czech- 
oslovakia. Fair points, all of them; but 
they overlook the decisive moment when 
even an easy-going people decided that 
they preferred to "live in truth". Mr Ha- 
vel has long argued that westerners never 
understood what it meant to live under a 
regime of hypocrisy, a government which 
signs human-rights declarations and then 
jails its critics, says it rules with popular 
support but simultaneously destroys pub- 
lic life. Once all the greengrocers stood 
up, Mr Havel predicted, the seemingly in- 
vincible regime would be "an emperor 
without clothes". 








The greengrocer who had had enough 





Events showed that he was right. Ever 
since 1968 Czechoslovakia has been a 
cowed country. Keep your head down, 
and you could enjoy one of the highest liv- 
ing standards in the communist world. 
Raise it and you could lose a job, a home, a 
car. It was a choice that silenced every- 
body except a few courageous dissidents. 
The demonstrations that ousted Mr Milos 
Jakes and made the Communist party re- 
nounce its “leading role” became possible 
only when—to quote Mr Vaclav Maly, an 
opposition leader—"people lost their 
fear.” 

Everyone in Prague seems to remem- 
ber that one special moment when fear 
stopped. At the beginning, all those in- 
volved admit they were frightened. Stu- 
dent leaders thought the police would 
take over their campus and send them to 
jail. But the police never came. When 
other people saw that the Communist re- 
gime was paralysed, they quickly joined 
the demonstrations. 

Following Mr Havel’s instructions, the 
protesters remained polite, patient and 
purposeful. Above all, they avoided vio- 
lence. Mr Havel reminded them again and 
again of the lesson of 1968: the commu- 
nist state still holds the weapons. The 
question was whether it still had the will 
to use them. Mr Havel is also against re- 
venge. He promises there will be no purge 
of party apparatchiks. In contrast to the 










































state property (meaning factories run Ё 
ministries on behalf, supposedly, of all S 
viet citizens), collective property (th 
owned in common by smaller ош. r 
what it calls “personal” or "individu: 
property. This third bit—private propert 
by another name—is the vital one. 
The notion of private property has lor 
been anathema to communists, who argu 
that those (other than the state) who deriv 
profit from things they own are unjustly 
ploiting the labour of others (or, as the je 
says: capitalism is the exploitation of man Ё 
man; under communism, it's the other wi 
round). Does economic reform require t 
acceptance of private property? The dr 
law tries desperately to say No. The most b 
sic resource of all, land, will still тей 
lectively owned. Farmers can rent 
their lifetime and even bequeath them. 
their children, but they cannot own the 
Top Soviet politicans have been trying К 
pretend this doesn't matter. 
Yet some progress has been made. Ur 
der the provisions of the property law an d 
new leasing law, groups of workers in a fac 
tory will be able to rent that factory's mi 





Havel toasts truth 










vengeful spirit overtaking East Germany's. 
revolution, the Czechoslovak opposition 
still says gently of the Communists, ' 
won't be like them. 

Mr Havel himself, having helped to о * 
ganise Civic Forum, is now a national : 
hero. His pictures are pasted all over 
Prague. People wear buttons saying “Ha- 
vel for president”. This week he has been 
negotiating with the Communist prime 
minister about a new government. 
story about the greengrocer has become a 
text of the revolution: actors have been 
reading it aloud in theatres across the 
country. The audiences react rapturously. 
They understand now what it means to 


“live in truth”. 

































| Chines or other assets, using the firm's prof- 
- its to do it. Gradually, the ownership of the 
` factory could be transferred from the state 
- to the group. It would become, in the law's 
parlance, a “joint-stock enterprise". The 

definition of “individual property” has also 


been widened to encompass enough assets 
to build a small factory. It will be up to the 
republics to determine how many or how 
few workers individuals may hire. Some, 
such as Georgia and the Baltic republics, 
may choose to impose no limit. 





Returning to God 


WIE Pope John Paul II met Presi- 
dent Mikhail Gorbachev in the 
Vatican on December 1st, the sight of 
God's Vicar on Earth shaking hands 
with the head of the godless communist 
||. block (what is left of it) marked a new 
|| stage in the Soviet Union's campaign to 
1 - place itself firmly within the common- 
` wealth of civilised nations. What better 
|| way to persuade the doubters that the 
Soviet Union is no longer a country 
which systematically persecutes believ- 
ers? Bur for all it does for his reputation 
abroad, it is at home that the new reli- 
gious tolerance can do Mr Gorbachev 
the most good. 
The attempt to remake Soviet society 
prompted the “new thinking" on reli- 
ion. Militantly atheistic legislation from 
айп” day will, it is said, eventually be 
|. rewritten. According to a law dating 
` from 1929, charitable works are defined 
|| as “religious propaganda" and are illegal. 
| Yet church congregations are now al- 
Î lowed to perform good deeds, such as 
| work in hospitals, where they may visit 
} the sick and read religious literature to 
|| those who ask for it. Crucially, the ban 
| dating from 1946 on the Ukrainian Uni- 
ate church, which is similar to the Ortho- 
|| dox church but is loyal to Rome, is no 
} longer strictly enforced (and if, as now 
|| seems likely, the ban is formally lifted, 
|| the way would be open for a papal visit to 
} the Soviet Union). 
| .. The purpose is not just the greater 
|| tolerance of religious belief for its own 
| sake. Mr Gorbachev wants to mobilise 
the values of religion in the 
| struggle to overcome what 
|| most people now agree is not 
` just an economic crisis in the 
| Soviet Union, but a deep spiri- 
_ tual crisis too. 
i Until recently, the only So- 
|. viet leader to meet the synod of 
| the Russian Orthodox church 
| was Stalin. That was in the 
|| darkest days of the second 
world war, when the Generalis- 
simo needed to muster all the 
support he could get. Indeed, 
|| inthe past the church’s leaders 
have been criticised for their 
almost automatic compliance 
with Kremlin policy. But when 


Mr Gorbachev met the synod in April 
last year, he asked it for help in a rather 
different battle: the moral renewal of So- 
viet society. 

Now that Marxism-Leninism, the So- 
viet Union's old ideological glue, has 
come unstuck, it seems to be accepted 
that the philosophy of Christianity has 
something to offer. These days the de- 
bate is about universal human values 
that have little to do with materialism. 
Mr Konstantin Kharchev, until recently 
chairman of the Council for Religious 
Affairs and a Communist who has un- 
dergone something of a Damascene con- 
version, says typically: "I do not believe 
in God, but share in full the moral ideals 
of Christianity." Indeed, the first of So- 
viet television's 15-minute Sunday ser- 
mons, in mid-October, was moral in con- 
tent but did not mention God. 

In the dangerous times ahead, reli- 
gion, Mr Gorbachev hopes, can play a 
social role that goes beyond individual 
conscience. The risk is that the religious 
tolerance could stir awkward national- 
isms: Ukrainian separatism through a 
legalised Ukrainian church, Muslim fun- 
damentalism in the south, Russian na- 
tionalism through the Orthodox church. 
Still, when a man as influential as Mr 
Dmitri Likhachev, the venerable chair- 
man of the Cultural Fund, echoes Chris- 
tianity to impress on people the need “to 
be modest, to live only by work, even if it 
is hard, but all the same with a light heart 
and an unburdened conscience," Mr 
Gorbachev can only say, Amen. 
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Two classes of company would be set 
up: joint-stock enterprises (which would be 
collectively owned) and others in which citi- 
zens would be able to buy and sell shares. 
The law also says "there is no limit to the 
personal wealth of Soviet citizens". 

Meanwhile, state-owned property is be- 
ing nibbled away. There are now more than 
2,000 leasing arrangements in the Soviet 
Union. Mr Leonid Abalkin, the deputy 
prime minister in charge of economic re- 
form, hopes, perhaps optimistically, that 
leased enterprises will account for 25-30% of 
all industrial assets by 1993 and joint-stock 
companies for 30-50% by 1995. 

The trouble is that the new property 
law, by refusing to accept private property 
without reservation, will give bureaucrats 
plenty of ways to undermine it, since they 
will have to decide which farmers can rent 
what bits of land, and which machines a 
group of factory workers can buy. Failure to 
break the bureaucrats’ grip ruined the hope 
of reform in Eastern Europe in the 1970s. 
The new property law could condemn Mr 
Gorbachev to a similar fate. 





Spain 


Catch 22 


FROM OUR MADRID CORRESPONDENT 


VER since its general election on Octo- 

ber 29th, Spain has been giving the rest 
of an increasingly free continent a valuable 
lesson in democracy: how not to run one. 

Mr Felipe Gonzalez was voted in as 
prime minister this week by a parliament 
with 22 fewer members than it is meant to 
have (to form a government the Socialists 
needed the vote of a Canary Islands region- 
alist, whose reward was some tax conces- 
sions for the Canaries). Mr Gonzalez prom- 
ised to seek a new mandate as soon as the 
chamber was at full strength, but that could 
take up to three months. Four of the missing 
legislators were from the radical Basque sep- 
aratist group, Herri Batasuna, the political 
apologists for the ETA terrorists. The main 
parties prevented them from taking their 
seats because the nationalists insisted on 
qualifying their declaration of allegiance to 
the constitution. The other empty seats 
were the result of court decisions annulling 
the election in three of Spain’s 52 multi-seat 
constituencies and calling for new polls by 
the end of February. 

The provisional result gave Mr Gonza- 
lez's Socialists a one-seat overall majority in 
parliament. But appeals questioning the out- 
come in individual constituencies have ex- 
posed disturbing defects in Spain’s voting 
system. Hearings in Murcia, in the south- 
east, revealed an apparently chaotic elec- 
toral roll: some voters were under age, oth- 
ers could vote twice. The verdict on 
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Pontevedra, in the north-west, showed that 
in several wards there were more postal bal- 
lots returned than postal voters registered. 

Luckily, this time there was no doubt 
which party would be running the country. 
The Socialists, according to the provisional 
result, won 70 more seats than their nearest 
rivals. But had two parties been neck-and- 
neck, the confusion would have been peril- 
ous, Even without it, extremists have twice 
taken advantage of the long period between 
polling day and the formation of a govern- 
ment to attempt to destabilise democracy. 

In 1981 reactionary officers staged a 
failed coup while parliament was voting on 
who should be prime minister. Last month 
masked gunmen assassinated one of Herri 
Batasuna’s deputies and seriously wounded 
another on the day they picked up their par- 
liamentary accreditation. It has not been the 
brightest of starts to Mr Gonzalez's third 
term. 





Poles and Germans 


Bad Oder 


FROM OUR WARSAW CORRESPONDENT 


ARDLY a ripple marks the surface of 

the fishless Oder river dividing East 
Germany and Poland, but the enmity be- 
tween the people on either side of its pol- 
luted banks is growing. On November 23rd 
East Germany forbade all foreigners from 
buying consumer goods in East German 
shops. Overnight it became clear that “for- 
eigners” mostly meant Poles, including the 
32,000 who work in the country perma- 
nently. Returning Polish travellers reported 
glee on the faces of shopkeepers who 
checked documents and then refused milk, 
bread, butter, soap and washing powder to 
Polish customers. In Potsdam a mob de- 
stroyed eight cars belonging to Polish fac- 
tory workers, and in Cottbus, on the Oder, 
a sign appeared: Polen raus (Poles out). 


Will the Silesian Germans be back? 
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The Polish foreign ministry protested, 
sent a special delegation to East Berlin and 
threatened to withdraw the factory crews. 
The East German ambassador apologised 
on Polish television, blaming the situation 
on East Germany's economic troubles, but 
could not stop Polish tabloids from running 
a headline older Poles recognised from the 
days of occupation—" DDR: nur für Deut- 
sche" (East Germany: for Germans only). 

On the Polish side of the Oder is the 
former German region of Silesia, ceded to 
Poland at Yalta. There the supposedly non- 
existent German minority is stirring up 
some old resentments by clamouring for rec- 
ognition. Soviet troops drove most Ger- 
mans out of Silesia after 1945, and the re- 
maining families were subject to strict 
"Polonisation": they were made to learn 
Polish and taught to be ashamed of their ori- 
gins. German graves were desecrated, and 
German songs prohibited in public. 

Forty years later, it does not seem so bad 
to be German, particularly when West Ger- 
many grants citizenship to anyone who can 
prove German roots with, say, grandfather's 
Wehrmacht medals. Mr Johann Kroll from 
the Opole region has begun organising these 
disgruntled Germans—known as "Volks 
wagen Deutsche" to their neighbours—and 
claims that 250,000 have signed a petition 
calling for the creation of a German cultural 
society. So far, local courts have refused to 
recognise the group, on the ground that it is 
paid for by “а revisionist campaign in West 
Germany” and could “endanger peace and 
public order". One prominent historian 
publicly argues that the Silesians are only 
Germanised Slavs anyway. The group's 
leaders get a regular flood of hate mail. 

The hysteria is unfounded. A minor- 
ity— perhaps 15,000—may be pining to sing 
Volkslieder again in public, but for most the 
real motive is a visa to West Germany. But 
local bigotry has an echo in Warsaw, where 
the government worries that some day Ger- 
many might try to get Silesia back. 











a EUROPE 
Western communists 


The new left 


FROM OUR ROME CORRESPONDENT 


HE upheavals in Eastern Europe have 
not spared the surviving communists of 
Western Europe. A call to Italian Commue 


nist headquarters last week won the follow- 
ing response (and was it a bitter laugh?) from 
the switchboard operator: “Sorry, | mean 
ex-Communist party headquarters, 

Italy’s Communists, who used to think 
they could teach their East European come 
rades a thing or two about reform, are now 
scrambling to keep up. Late last month 
more than 300 Central Committee meme 
bers gathered for four days of agonised de- 
bate over the party's future. Ar stake is not 
just the party's name, which its secretary, 
Mr Achille Occhetto, now wants to change. 
Mr Occhetto has also put in doubt 68 years 
of tradition by proposing to refound West- 
ern Europe's largest communist party under 
a new banner and with a broader electoral 
base. He reckons the party could end its 
more than 30 years in opposition and strike 
up a broad left-wing alliance that could 
make a credible bid for government. 

He sprang his proposal on the party ex- 
ecutive—and the press—after consulting 
two European socialists, Mr Neil Kinnock, 
the leader of the British Labour party, and 
Mr Willy Brandt, a former Social Demo 
cratic chancellor of West Germany. Having 
put his job and his credibility on the line, 
Mr Occhetto is counting on one of commu- 
nism's oldest traditions—strong party disci- 
pline—to win round the rank and file before 
a special party conference early next year. 

Has Mr Occhetto underestimated the 
strength of his opposition? The Central 
Committee approved his proposal to turn 
Italian communism into “a new political 
force" by a two-thirds majority, with 34 ab- 
stentions. The public vote, and the breach 
in the party that it revealed, were unprecee 
dented. Mr Occhetto and his men congratue 
lated themselves on this show of glasnost, 
but they have reason to be worried. Their 
antagonists now include some of the party's 
most senior members, including МЕ 
Occhetto's predecessor, 71-year-old МЕ 
Alessandro Natta, who is party president. 
Their word still carries weight among the 
party's 1.4m members, most of whom, ac 
cording to party statistics, are over 50. 

Italy’s old comrades are not the only 
ones with misgivings. France's Communist 
leader, Mr Georges Marchais, remains 
staunchly conservative. Another grand old 
man of European communism, Mr Santiago 
Carrillo, has voiced worries over plans to 
turn Spain's communist-dominated left- 
wing alliance into a non-communist party. 
But in both Spain and ltaly the younger 
leaders who favour a change of name are 
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onfi 
Jcchetto can count on moral support from 
me of the tinier parties in Western Eu- 
pe. Sweden’s Communist leader, Mr Lars 
Verner, has just proposed a name-change 
his party. One of the newer splinters of 
tain's much divided old Communist 
rty heard similar calls at its recent con- 
55. Still, since there are only a few thou- 
а: British communists, nobody would 
ch notice if it did change its name. 








ropean Commission 
Dictionary time 


М OUR BRUSSELS CORRESPONDENT 


UBSIDIARITY: look it up and you will 

ot find it. Yet Mr Jacques Delors used 
word 20 times in a recent speech, and 
rs Margaret Thatcher has deployed it in 
er campaign against the European Com- 
sion's plans. Anti-neologists can blame it 


dent of winning through. And Mr 





on the Vatican, and on the Christian Dem- 
ocrats who filched it from Pope Pius XI's en- 
cyclical of 1931, “Quadragesimo Anno". 
The church’s aim was to define the prin- 
ciple that decisions affecting people’s lives 
should be taken as far down the chain of 
command as possible, ideally by individuals 
or in families. In Eurospeak, Mr Delors's 
adopted tongue, subsidiarity means that the 
Community should do only those things 
that member-states cannot do better. The s- 
word stands out in the Delors report on eco- 
nomic and monetary union, and in the pro- 
posed social charter, prompting cynics to 
suggest that the commission uses it most 
readily when trying to increase its power. 
But Mr Delors takes subsidiarity seri- 
ously. He has sent his civil servants a paper 
which cautions them not to propose mea- 
sures that could contradict the principle. 
This has already had results. Plans for an EC 
professional card, to be carried by workers 
and recording their qualifications, have 
been scrapped. So has a scheme to 
harmonise laws on small businesses. Some 
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HE worst bureaucrats in Brussels are 
not those of the European Commu- 
ty. They are the Belgian officials who, 
the heart of the EC's brave new single 
arket, do their best to undermine the 
inciple that labour should move freely 
hin the Community. This correspon- 
dent, who arrived in Brussels seven 
nths ago, receives regular visits from a 
man in a blue uniform, an agent du 
quartier, who threatens deportation on 
the ground that your correspondent 
lacks a permanent identity card. 
The local commune— despite a dozen 
visits—refuses to upgrade a provisional 
entity card to a permanent one for two 
reasons. First, the foreigner must pro- 
duce a Form £101 to prove that he pays 
‘ial-security contributions in Britain 
(otherwise they must be paid in Bel- 
gium). Under an accord between the two 
countries, Britain's Department of So- 
cial Security cannot release the £101 until 
the equivalent Belgian ministry has given 
ts permission. And that Belgian ministry 
has failed to respond to three letters 
rom British officials over six months. 
Second, the foreigner needs a certificat 
de bonne vie et bons moeurs—which in- 
volves a completely new paperchase for a 
ocument which is supposed to confirm, 
іп effect, that the holder is a moral and 
upright person. 
Morality matters in Belgium. This 
correspondent’s former landlady, an 
lishwoman, arrived in Brussels in 













































\ single market in red tape 





























1981. Her local commune refused to give 
her a permanent identity card. When, ev- 
ery three months (accompanied by her 
children), she went back to get her provi- 
sional card renewed, officials told her 
bluntly that it could be made permanent 
only if she married the man she lived 
with. Then in 1987 she became the man- 
aging director of a company, and the 
commune decided that merited a perma- 
nent card. 

Meanwhile, your correspondent is in 
deep trouble. After his provisional iden- 
tity card was stolen, he notified the po- 
lice. But the commune will not issue a 
new provisional card, since it has not re- 
ceived the papers about the theft from 
the police. The police passed the papers 
to the agent du quartier, who should 
pass them on to the commune. But he 
has held on to them because, apparently, 
there is something suspicious. Which 
leaves your Brussels-correspondent-for- 
the-time-being with as much legal status 
as a serf in medieval Europe. 


































































older Eurocrats resent this no 
The commission used to claim that, where it 
had full competence—in agriculture, trade, 
competition—it should use its powers to the 
full; and that elsewhere it should push the 
powers it had as far as possible. 

The single-market programme dented’ 
such absolutism. Rather than trying to set 
the same standards for everyone, the 1992 
programme stresses mutual recognition (of, 
for instance, technical standards or bank li- 
cences) and minimal harmonisation, leaving 
member-states to set higher standards of 
their own if they wish. The Single European 
Act also gave more room to play with 
subsidiarity by extending Community ac- 
tion into new areas such аз the environment 
and research, where it has to share respon- 
sibility with member-states. ' 

As its position gets stronger, the com- 
mission is keen to smooth. away. worries 
about over-centralisation. That is one rea- 
son why Mr Delors is asking his officials to 
consider whether the Community really 
should legislate, even where it is specifically 
empowered to do so. The answer can be sub- 
jective, which helps to explain the latest bat- 
tle between Mrs Thatcher and Mr Delors. 

The commission is keen on developing 
the “social dimension" of the post-1992 sin- 
gle market. The British argue that this 
clashes with subsidiarity. The commission 
has been careful to give its opponents as lit- 
tle ammunition as possible. The draft social 
charter says several times. that member- 
states and representatives of both sides of 
industry, rather than the Community, 
should implement social rights, such as “fair 
salaries" for all workers. " 

Along with the charter, the commission 
has produced a programme of 43 proposals 
for action which scrupulously refers to 
subsidiarity. The introduction proclaims pi- 
ously that the enforcement of many rights— 
for example, the right to join: a trade 
union—should be left to.member states, It 
other areas, such as social benefits ana 
worker participation, the commission will 
put forward recommendations, not rules. It 
makes 17. proposals for bínding rules gov- 
erning, forexample, hours worked at night, 
leave for pregnant mothers, and labour con- 
tracts for temporary workers. British offi- 
cials concede that the action programme is 
more reasonable than the charter; but they 
wheel out the subsidiarity principle for an 
attack on most of its binding proposals. 

Mrs Thatcher should think twice before 
enthusing too.strongly about subsidiarity. 
The doctrine does not necessarily reinforce 
national governments; since it argues that 
they should keep:out of business that local 
government can do better. That goes down 
well in federal West Germany; but it will be 
better received by British local authorities, 
smarting under. centra-government con- 
trols, than by the lady at Wi stminster. 
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Explaining party performance 


In the last of our briefs before Christmas, we look at the ten-year 
battle between—and within—Britain’s political parties 


TOBODY doubts that Mar- 
¿garet Thatcher has been 
the dominant figure in British 
politics in the 1980s. But is that 
the same thing as saying that the 
Conservative party has domi- 
nated the decade? And when 
Mrs Thatcher has gone, what 
: will she have left behind? Has 
her premiership set new rules for 
the political game—or was it just 
a temporary phenomenon, 
which will soon be thought as 
uninteresting as the time Lord 
(Harold) Wilson lived in 10 
Downing Street? 

Those who see nothing special 
in Thatcherism have some 
strong cards to play. There has 
never been a general election in 
which she has won more than 
43.9% of the popular vote, and 
that was in the first of her three 
victories—in both 1983 and 
1987 the Conservative share of 
the vote declined. Her huge par- 
liamentary majorities, it is said, 
"owe much to the British electoral 
system and to a split opposition. 

Those who feel that there is 
nothing that distinguishes Mrs 
Thatcher from other political 
leaders point out that the coun- 
try has not become more 
"Thatcherite". Gallup, the poll- 
ing organisation, regularly. asks 
its respondents what they think 
of government policies at the 
time they are introduced. Some 
of.its findings are set out in the 
table; they hardly demonstrate 
wholehearted support for the 
government. 

Yet as Mr Ivor Crewe of Essex 
University has suggested, some 
of these objections snarl each 
other up. The very fact that the 
opposition to Mrs Thatcher was 
indeed split in 1983 and 1987 
makes the level of support she 
won: in those elections impres- 
sive; 4296 of the vote in a genu- 
inely three-party political system 
is not at all bad. And the idea of 
га "split" opposition needs to be 
handled with care. It is true that 
а majority of the electorate has 
always "opposed" Mrs 

Thatcher. But during most of the 
decade, much larger majorities 
have "oppose the Labour 
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party, which has been the only 
realistic alternative government. 

Again, while there may be big 
majorities against policies at the 
time they were introduced, it is 
not clear that those majorities 
survive when the policy is imple- 
mented. Are there really votes to 
be won by renationalising British 
Telecom and British Gas? Or by 
reinventing the Greater London 
Council? 


The collapse of class? 


In two respects, Mrs Thatcher 
does seem to have changed the 
contours of the battlefield on 
which the political parties fight. 
Chart 1 shows the first. Note 


how since 1979 the Conserva- 
tives have been able to win, and 
keep, a proportion of the manual 
workers' vote well above their 
historical trend. At the same 
time, the Conservative share of 
the vote among non-manual 
workers actually fell under Mrs 
Thatcher (it fell a remarkable 
12.596 between 1959 and 1987). 
In other words, as Mr Crewe 
puts it "the Conservative ad- 
vance over both the long and the 
short term has been entirely 
within the working class." 

Why this should be so is still 
something of a mystery to the 
academics. But this at least is 
clear: the growth of working- 
class Toryism has changed both 
the main political parties. 

In the Conservative party it- 
self, the change has been most 
marked by a decline in the influ- 
ence of knights of the shires, the 
traditional ballast of the party. 
Instead of the party making a vir- 


tue of paternalism, of trying to 
embody the snobbiest traditions 
of the country in its bones, it has 
celebrated those who have 
clawed their way to the top. 

At the mid-point of Mrs 
Thatcher’s decade, it was argu- 
able that the two Conservatives 
closest to her were Lord Young, 
a London businessman who had 
never been elected to anything; 
and Mr Norman Tebbit, another 
Londoner who had never been 
to university but who spoke with 
the authentic voice of suburban 
populism. Both celebrated the 
kind of “enterprise society” that 
an earlier Toryism would have 
turned up its nose at. 

The reaction to Thatcherism’s 
popularity among the working- 
class was felt even more in the 
Labour party. In the period im- 
mediately after the 1979 elec- 
tion, Labour adopted a set of 
left-wing policies which commit- 
ted it to unilateral nuclear disar- 
mament, chose a leader (Mr Mi- 
chael Foot) who was the darling 
of its intellectuals, and allowed 





its shock-troops in local govern- 
ment to pursue policies perhaps 
best called "post-1968." These 
placed feminism and the attack 
on racism at the centre of politi- 
cal debate. They thus seemed to 
suggest that traditional working- 
class attitudes were as much a po- 
litical problem as a solution. 
During the Falklands war of 
1982, some leading Labour poli- 
ticians spoke more kindly of the 
Argentinians than most work- 
ing-class voters did. 

In the 1983 election, Labour 
got the electorate's verdict on its 
behaviour. After fighting the 
election on a left-wing manifesto 
that one of its leaders called "the 
longest suicide note in history", 
its share of the popular vote fell 
to its lowest level since 1918. It 
only just avoided being shoved 
into third place by the combined 
forces of the Liberal/Social 


` Democratic alliance. 


After the election, Mr Neil 





Kinnock became Labours 








ег. Although he had been a! 
left of the party, he immed 
started moving it towards 
litical centre. In 1984 and 
he was careful to put some € 
tance between himself z 
Arthur Scargill, the let 
leader of Britain's striking m 
ers. At Labour's conferen 
1985, he attacked Militant 
Trotskyist group that con 
the local Labour party and. 
council in Liverpool. : 
Yet despite tortured eff 
id was unable у: craft a 
le (ie, nor-unilateral) de 
"nds That, coupled wi 
sense that Labour had not 
up with an economic р 
which could plausibly con 
to deliver the prosperity: 
Britain was then enjoying, 
enough to dish Labour at 
1987 election. 



































To market, to market 
Mr Kinnock's reaction. ca 
1987 revealed the second way 
which Mrs Thatcher-—or 
least, wider forces for whic 
is the spokeswoman-—does 
to have changed British pol 
In late 1987 Labour st 
two-year "policy review," 
the review was unveiled in 1 
it seemed that Labour. 
dropped its commitment t 
cialist economic policy, and 
reconciled itself to an econ 
system in which most deci 
would be left to the market. 
style nationalisation, for € 
ple, was now off the agenda. 
rights of consumers were ОП 

Labour's shift on econ 
policy reflected a change it 
thinking of most European 
ofcentre parties. Throug 
the 1980s, they had come t 
cept that a "command" c 
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omy was unable to provide the 
s and services that a sophis- 
cated population required. 
ey had noted the failures of 
French socialist government 
981-83 and had deduced that 
e interdependence of the 
world’s major economies made it 
ifficult to construct a socialist 
onomic policy in one country. 
In Britain, this shift in the 
’s thinking had profound ef- 
s. Recall the first of these 
efs, which plotted the political 
ies along two axes—eco- 
omic and social liberalism. 
rt 2 shows the approximate 
ion of the parties at the start 
he 1980s. 
te the emptiness of the top- 
"(economically and socially 
al) quadrant. This was the 
which, in the mid-1980s, 


















many - theorists of the 
Liberal/Social Democratic Alli- 
ance thought they could appro- 
priate, in a way that made them 
distinctive from both Labour 
and the Conservatives. 

Chart 3, which plots the par- 
ties’ position at the end of the 
1980s, shows what in fact hap- 
pened. The alliance did move 
into the top-left quadrant 
(though once the Owenite rump 
of the spp refused to accept 
merger with the Liberals after 
the 1987 election, it moved there 
in two separate bits), But so did 
“wet” Tories, and so did Labour. 
Even without the acrimony of 
the Alliance’s split in 1987, the 
centre parties would have found 
it hard to offer a distinctive com- 
bination of social and economic 
policies in the late 1980s. 









































































































































The disappearing mediators 


HE first of this series of briefs noted the possibility that 
political parties were gradually becoming less important as 
their leaders pitched their message direct to the public. Many 
academic commentators have lately taken this argument a 
we further. A feature of Mrs Thatcher’s politics, they say, 
been to challenge all those ‘ 
rich stand between government and the public. 

n the case of local authorities and the nationalised indus- 
the point is smple. Time was when they had a certain 
dependence of action which set them somewhat outwith the 
owers of central government politicians. As last week's brief 
owed, this is no longer true of local authorities. As for the 
паве industries, they have either been privatised, or, if 
hey are still in the public sector, made subject to much closer 
ntrol by Whitehall departments. 

The real difference, however, has come in the politics of 
ressure groups. In the 1970s it was common to think that 
pressure groups had become so closely intertwined with poli- 
ics that it was not clear where they ended and parties began— 
his was especially true of the relationship between the trades 
nions and Labour. Mrs Thatcher set her face against this 
rend. Her relationship with groups like.the Confederation of 
tish Industry has been consistently frosty. She has chal- 
enged head-on professional organisations like the Bar and the 
tish Medical Association, who had traditionally been able 
run their affairs according to their own—and not the gov- 
rnment's— perception of the public interest. 

Two questions now arise. First, is this another area where 
rs Thatcher has changed the rules of the political game? 
Probably, yes, at least to this extent—that no political party 
now wishes to seem in hock to a pressure group in the way that 
Labour once seemed to be to unions. On the other hand, Mrs 
Thatcher has not yet demonstrated that—for example—she 
can force through reforms of the health service while offend- 
ng the vested interests and pressure groups in it. 

:Second, if there has been a decrease in the power of inter- 
"mediate institutions, is this wise? For some, it must be. Pres- 
re groups and vested interests, they argue, are part of a secre- 
tive, corporatist state, and mask a commitment to their own 
ds behind the rhetoric of the public interest. Another view 
asserts that such instítutions mitigate the power of a state 
which, in the British scheme of things, is otherwise untram- 
| melled. The debate will long outlast Margaret Thatcher. 


'intermediate institutions' 

















Is any other combination on 
offer? Possibly. In the late 1980s 
(just as in the early 1970s) Brit- 
ain's role in Europe has become 
an issue that divides parties in- 
ternally and distinguishes one 
party from another. 

Both Labour and the Tories 
have always had their problems 
with British membership of the 
European Community (Ec). In 
the early 1970s, when Britain 
was deciding to join the EC, a ma- 
jority of Labour MPs opposed en- 
try; they called the Community a 
rich-man's, capitalist club. The 
crack in the party was only pa- 
pered over by a national referen- 
dum on British membership in 
1975, after Labour returned to 
power. 

Similarly, there have always 
been a group of Conservatives 
(though historically a smaller 
proportion of their party than 
the Labour anti-Europeans are 
of theirs) who have been suspi- 
cious of the EC. Close ties with 
European countries, they fear, 
might lead to a loss of the 
attributes of nationhood. Only 
the Liberals have been consis- 
tently and unitedly in favour of 
the EC since the 1950s. 


The new Europolitics 
From the mid-1980s the Com- 


munity moved on to new terri- 
tory. Its member states commit- 
ted themselves to building a truly 
single market by 1992; many of 
them seemed to desire economic 
and monetary union; and most 
of them think that a European 
“social charter” would be a nec- 
essary mitigation to the gales of 
economic liberalism which the 
single market would unleash. 
All these developments have 
had their effect on British do- 
mestic politics. While most Con- 
servatives welcomed the single 
market programme, many, in- 
cluding Mrs Thatcher, set their 
face firmly against economic and 
monetary union and the social 
charter; and raised the standard 
of national sovereignty. So, 



























somewhat oddly, did the 
Owenite rump of the spp, 
though the unifying feature of 
the party's founders. had been 
their support. for the Commu- 
nity. The Liberal. Democrats 
continued the Liberal tradition 
of being enthusiastic for any 
integration with Europe. 

The biggest shift has come in' 
Labour. In 1983, Labour's mani- 
festo had promised that a La- 
bour government would take 
Britain out of the community. 
Five short years later, Mr 
Kinnock was singing the Com- 
munity's praises, while Mr Jac- 
ques Delors, the president of the 
European : Commission, was 
given a hero's welcome by the 
TUC. 

Chart 4 plots these trends; we 
keep one axis for economic liber- 
alism, but instead of the social 
liberalism axis, we substitute one 
with nationalism at one end and 
Europeanism at another. Note 





that—just as in Chart 3—Mrs 
Thatcher is able to offer a set of 
policies (nationalist and free- 
market) distinctive from every 
other political grouping. And 
note also that—just as in Chart 
3—the Liberal Democrats are 
still squeezed in the same quad- 
rant as the Labour party and the 
more "European" Tories. The 
centre is still searching for a set 
of policies that liberate it from 
reliance оп a vote of protest 
against the two main parties. It 
has not yet found one. 
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To IMPROVE OUR VIEW 
OF THE HARBOR, WE ADDED A 
LITTLE WATER. 


Pulsating water to be precise, 
in a relaxing outdoor jacuzzi 
situated on its own private 
terrace. Which makes it the 
only way to truly immerse 
yourself in Hong Kong. 


the 
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| CREATE WEALTH | 


The American Express Bank is organized around the individual whose wealth 


is the product of personal enterprise. 


How we serve such clients is as important as the services we provide. 


Here are the principles that guide our managers in 105 offices in 42 countries. 


UR MISSION IS TO SERVE today's most successful people 
and their businesses, around the world, around the clock. 

e Our clients are creators of wealth. They have little need of 
bankers who are passive stewards. 

ex Instead, they will seek out tbe bank that is most ambitious on 
its. clients! behalf, that is most successful for its clients, and, above all, the 
ЖОЙ responsive, 

; Excel in all these qualities, and your office will prosper 


THE MOST SUCCESSFUL PEOPLE ON EARTH 


In your dealings with clients, mold your organization to the 
„client's own. Recognize and respect a client's ties with other 
_ banks. Heed those who counsel your clients. 





Don't take on a new client unless you can pledge your top 
people. Make it a policy to exceed expectations. 

Never preach to your clients. Learn from them. They are 
among the most successful people on earth. 

Get to know each client like family. Clients who are auda- 
cious in business life may shun risk when choosing invest- 
ments for their private accounts. 

Don’t oversell. Promise only what you can deliver, and 
deliver quickly. Make security your passion. Guard client con- 
fidences like the Crown Jewels. 

Keep your clients informed. Timely information is often 
more valuable than gold to our clients. Not at all by chance, 
American Express Company is the largest private user of tele- 








communications services on earth. ie | 














©1989 American Express Bank Led., incorporated with limited liability in the State of Connecticut, U.S.A., is a member of The Securities Association. ©" 





























"Thes our product families— Commercial Services, Sav- 
. ings and Investments, Special Transactions, and Treasury Ser- 
ти —are the soul of our enterprise. Make them your focus. 
3 Ir is no accident that they mesh so neatly with the per- 
опа, commercial and entrepreneurial needs of our clients. 


Item: Currency traders positioned around the globe assure 
our clients of 24-hour access to Treasury Services. 


Item: Our specialists in asset finance, real estate, and other 
disciplines can be at a client's side within a day. 

Item: American Express Bank will often engineer a prod- 
uct specifically for a private client. So the fit is exact. 


In recruiting, be patient. American Express Bank is an elite 
corps. Hire only those who can enhance our reputation. They 
are rare birds. Seek out those few who combine these traits: 
1. 
Character. Cast-iron integrity, brains, energy, 
stamina, and grace under pressure. 
2. 
Verve. We admire activists who are willing 
to break some china within the Bank 
in order to be effective for their clients. 
3. 
Entrepreneurship. We reward those whose 
solutions to one client’s needs create fertile 
opportunities for other clients. 


4. 
Unselfishness. Every Account Officer must be 


a "switchboard" connecting clients with 
whoever will best serve their needs. 
5. 
Resilience. People who thrive on weeks of 
sustained effort, and who display a genius 
for keeping up with change. 














Argentina It is the custom of American Express Bank's most senior people to meet with prospective clients. To arrange an introduction, 7 
Austria please contact the head of office in any one of these 42 countries: ү; 
Bahamas Cayman Islands Germany Italy Luxembourg Nigeria Spain United Arab Emivates 
Bahrain Chile Greece Тоту Coast Malaysia Pakistan Sri Lanka United Kingdon: 
Bangladesh China Hong Kong Japan Mexico Panama Switzerland United States 

Brazil Egypt India Korea Monaco Philippines "Taiwan Uruguay 

Canada France Indonesia Lebanon Netherlands Singapore Turkey Venezudla 





Af American Express Bank, ме heroes ari not those whe brine 
biggest deals. They are the men and women who perform for our 























It is the duty of every Senior Manager to apply unremitting 
pressure to maintain our standards in every area. 
Never permit internal matters to distract your attentiot 
from client affairs. Delegate administrative tasks. See to it per: 
sonally that your clients are happy, not merely content. : 
Spend at least half your time outside your offic 
clients. You'll be amazed at how much smarter you become. 
Your office is like a ship. It will move faster when 


















scrape the barnacles off its bottom. Eliminate obsolete servi 
and redundant departments. Banish committees. 
Never forget for an instant that when your clients. 









trust your people they are really trusting yox. You are the 
captain of the ship. 
Eradicate intolerance in any form. Ditto parochialism. We 






are international bankers, not village bureaucrats. 
Respond instantly to requests from other offices and your 


own requests will receive equal attention. 


















Create an atmosphere of intelligent ferment within | 
Bank. Make life exciting. Those who cannot thrive on ch 


have no business in banking today. 
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BRITAIN THIS WEEK 





On and оп · 


Margaret Thatcher defeated 
Sir Anthony Meyer's chal- 
lenge to her leadership of 
arty; but the vic- 

by 314 to 60 (including 
24 abstentions and three non- 
voters), was slim enough to 
sustain her critics. MPs voted 
with less privacy than miners: 
“At pit'ead ballots they 'ave a 
booth," jeered Labour's Den- 


nis Skinner. 





The morning after President 


. ^. Bush's debriefing to NATO 


~ leaders about the Malta sum- 
mit, most of Britain's quality 
newspapers concentrated on 
his remarks about the need for 
closer integration within 
the EC. Mrs Thatcher 
squirmed, but was saved fur- 
ther embarrassment by a Bush 
telephone call to say he wasn't 
saying anything new. 


Controversy grew over the 
government's 1988 sale of the 
Rover car group to British 
Aerospace, when the Depart- 
ment of Trade and Industry 
admitted that concessions to 
the buyer worth £38m had 
been concealed from the Euro- 
pean Commission. 


Surfing, UK 


The chancellor, John Major, 
admitted that the government 
mishandled the economy 
after the 1987 stockmarket 
crash, loosening monetary pol- 
icy when it needed tightening. 
Running the economy, he 
said, was “like surf-boarding 
in a fairly heavy sea". 


The government announced 
plans to put the manufacture 
and maintenance of nuclear 
warheads under commercial 
management. 


Water privatisation 

# charmed the punters. With 
the issue over-subscribed, bar- 
gain hunters on the last day 
queued for a quarter of a mile 
outside one City bank. 


| 

















The National Audit Office 
said that millions had been 
wasted on bungled govern- 
ment publicity, particularly 
for privatisations. Could the 
NAO be the next for sale? 


British Rail finally reeled in a 
new chairman, Robert Reid of 
Shell, for a salary of £200,000 
a year. Jimmy Knapp, head of 
the National Union of 
Railwaymen, said the job was 
“a poisoned chalice". 


Health risks 








Boffins claimed sugar isn’t so 
bad for you. Now they tell us. 


Three doctors stood trial in a 
kidneys-for-sale affair. The 
prosecution said they paid 
four Turks for their kidneys. 
One thought he was having a 
routine medical test. 
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In official tests nearly one in 
three microwave ovens 
failed to cook food enough to 
blitz all bacteria. Agriculture 
minister John Gummer took a 
lot of heat for refusing to pub- 
lish the names of offending 
manufacturers. 


Parts of Britain are in the grip 
of a flu epidemic, with Scot- 
land, the north and the south- 
west worst hit. 


The breakaway Association of 
Professional Ambulance Per- 
sonnel agreed to accept the 
government’s 9% pay offer. 
Not so the five TUC-affiliated 
ambulance unions which 


represent the majority of those | 


on strike in the service. 


Blues 


A young black man was 
awarded £100,000 damages 
against the Metropolitan po- 
lice. Notting Hill street blues 
were found to have planted 
cannabis on a teetotal, non- 
smoking lay-preacher; they 
also strip-searched him, ra- 
cially abused him, and dam- 
aged his car. 


Police in Ulster arrested 16 
men, including the editor of 
the magazine of the Ulster De- 
fence Association, as the latest 
move in the inquiry into collu- 








































as up 
the Court of Appeal. 


Changing values 


MPs and lawyers deriandec 





used to jail or fine m 
60 homeless Londoners à 
week. It dates from 1824. 


Legal a hO were per- 
formed on 15,500 foreign 
women in 1988, half as many 
as in 1985; but legal abortions: 
for women resident in Eng- 
land and Wales rose almost 
8% to 168,298—with 59% 
performed outside the NHS. 


A maid claimed that her eme 
ployers, two Arab prin- 

cesses, beat her with a horse © 
whip and an electric flex, kept: 
her without food for days, and 
extracted two gold teeth. 


party season, Courtaulds has 
clamped down on boozy 


lenged by a brearhalyser-wiela- 
ing security guard. 


KEEP UP WITH ASIA 
Far Eastern Prospects in the 1990s 


The developing countries of the Pacific have become a byword for rapid economic growth. 
Many now aspire to be newly industrialising countries and some have already outgrown 
the label. These Special Reports analyse some of these countries’ successes, and assess 
whether robust growth will be sustained in the 1990s. 
[ The region has prospered by looking 
F outwards. Will exports remain the key to 
growth? Is there a role for regional 


"Kooperation? Will governments continue to | 70 On) | IS plc 
iberalise their economies? f 
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Indonesia to 1993: Can Momentum Be | ~ \ 
Regained? Breakthrough i in the Balance. 
Special Reports Nos. 1077 and 2012. 
Package Price: UK & Europe £190. North America 

























































Summary of Results 
Year ended 31 May 1989 






358395, Rest of World £193. Published June 1987 А Ud г 
Turnover 205.6m 190.4m 
Profit before tax 23.4m 24.2m 
Profit after tax 15.3m 14.9m 
Earnings per share 30.14p 29.39p 
Total dividends 
per share 8.60p 7.80p 


The Philippines to 1993: 

Making Up Lost Ground. 

Special Report No. 1145. 

Price: UK & Europe 0115, North America 1058245, 
Rest of World £118. Published October 1988. 


West Africa. Profits of the Nigerian operations 
were 30% higher in-local currency terms. How- 
ever, the naira fell against sterling from 13.3p 
in May 1988 to 8.6p at 31st May 1989 and this 
was sufficient to reduce profits from Nigeria in 
sterling terms compared with those of last year. 


Cussons. Cussons did well in the United 
Kingdom with imperial Leather soap maintain- 
ing its market position and new shower gel and 
bathing foam products gaining increased sales. 
in Australia the new factory is working weil 
and recent product launches have increased 
turnover by 30%, During the year good progress 
was made in consolidating the position of the 
new operations in Thailand and Indonesia. 





“Taiwan to 1993: Politics Versus Prosperity. 

Special Report No. 1159. 

лсе: UK & Europe £125, North America 095260, 
jest of World £128. Published June 1989. 










Current Year. In the current year further 
economic measures have been taken in Nigeria 
to tighten the credit squeeze and the naira 
remains at its May level of 8.6p. So far most 
group operations there are managing to main- 
tain sales volumes though margins are lower. 
Elsewhere sales of Cussons’ products continue 
to improve in most areas but the necessary 
support. for expansion and new product 
launches is, for the time being, likely to more 
than absorb any increase in profits from these 
operations. 
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Asean in the 1990s: Growing Together. 
Special Report No. 1131 

Price: UK & Europe EUR North America 1755200. 
Rest of World £128 Published February 1989 























ORDER FORM А! prices include airmail postage. 
To order please tick the boxes by the titles 
required. complete the address details below 

and return the whole advertisement 


Present indications for the half year to 
30th November 1989 are that group pre-tax 
profits will be broadly in line with those of 
the same period last year. 


~~ EHQL 








Go 


ac he que for ___ payable to: 


The Economist Intelligence u init Limited. 


Please invoice me. 
: = : 40 Duke Street 
'The Economist London WIA IDW 


ntelligence Unit | Tel: 01-493 6711 Telex: 266353 


913 Park Avenue South, New York, NY 10003, USA. Tel: (212) 460-0600 Telex: 175567. 
on of Business International 


nI бр Jantes «Et, Lorian SWIA TG Registered m London no. ET8ZRTT 








IMPERIAL 
LEATHER 












2 PATERSON ZOCHONIS plis BRI DGEWATER HOUSE, 
60 WHITWORTH STREET, MANCHESTER M1 610 
Africa, United Kingdom 8 Europe, Australia 8 Far East. 











THE ECONOMIST DECEMBER 9 1 


BRITAIN 

















ali 





TT LOOKED as if British Aerospace (BAe) 
А had got a bargain when а grateful govern- 
ment persuaded it to buy the Rover 
` carmaking group for a mere £150m ($255m) 
^in July 1988. Barely 15 months later it ap- 
ears to have been a steal. Not only has a 

„ lational Audit Office (NAO) report found 
Rover to have been undervalued, but a 
leaked memo has paraded an additional 
£38m in hidden subsidies which, it seems, 
the government slipped to BAe on the quiet. 

There is certainly the possibility of a 
grim: battle with the EC commissioners in 
Brussels, should they decide that the govern- 
ment deliberately deceived them over the 
value of Rover when details of the deal were 
submitted for clearance on competition 
grounds. And the government is not yet out 
of the woods at Westminster either, where 
the affair has been perfectly timed to bring 
some drama into the newly televised pro- 
ceedings of the House of 
Commons’s public ac- 
counts committee. 

Though the NAO report 
has rightly prompted sharp 
questions about what hap- 
pened in 1988, the govern- 

vent's motives at the time 
sof Rover's sale have mostly 
been ignored. In fact, these 
go far to explain the gov- 
ernment's current predica- 
ment—and suggest how the sale could still 
prove to have been a shrewd strategic move 
for Britain's car industry, unless the EC un- 
winds it. 

Lord Young—then the trade secretary, 
and the man who negotiated the deal—re- 
mains convinced that "Rover would not 
have existed if we had taken a different 
course". Having pumped some £3 billion of 
taxpayers’ money into Rover in an effort to 
keep the company afloat, the government 
was keen to be rid of it—but could not con- 
template the possibility of seeing it promptly 
broken up. This left Lord Young with a 
most un-Thatcherite agenda: to find a buyer 
who would keep most of Rover's factories 
going. The struggle to disguise this dirigiste 
motive led the government to present the 
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Making Rover fly 


The government presented its sale of Rover in 1988 as an auction. Actu- 
t wanted a buyer that would safeguard Rover’s links with Honda 


sale as a competitive auction, when in reality 
it could be nothing of the kind. It is by ex- 
posing this charade that the NAO's revela- 
tions have proved so embarrassing for the 
government. 

It is easy to see why the government 
must have been nervous about leaving the 
market a genuinely free hand to settle 
Rover's future in the private sector. In 1986, 
when America's General Motors offered to 
buy the Land Rover/Range Rover part of 
the company and the government was con- 
sidering selling the car factories to Ford, a 
furore among Tory backbench- 





- ers scuppered both 
deals. Admittedly, feelings 
about foreign takeovers were running 


high at that time, in the wake of the West- 


land affair. But even in 1988 selling Rover 
directly to a non-British buyer must have 
looked impossibly risky. 

Yet Rover's future already depended 
above all else on Honda's plans for expan- 
sion in Europe. The relationship between 
the two companies had begun in 1979, when 
Rover was desperate for a new car but could 
not pay to develop one. It signed a deal to 
build a licensed version of the Honda Bal- 
lade, which it called the Triumph Acclaim. 
The car was a success and was followed by 
other collaborative projects with Honda. 
Even more ambitious joint ventures with 
Honda were in the pipeline by 1988, as part 
of a £1.3 billion investment. plan agreed 
with the government. 

By then Rover was too small to survive 













as an independent carmaker—but minist 
knew that Honda would walk away f 
they sold the company to a rival. 
almost bound to leave the governi 
dled with the blame for closed car face 
and widespread lay-offs. | 

So the government was boxed into fin 
ing a buyer for Rover that had to D 
British and non-competitive with 
Enter BAe. lts early. interéste—~like 
other potential bidders—was limite 
of Rover, especially Land Rover anid 
stake in Dutch commercial-vel 
facturer, DAF. Both looked a good fr 
BAe's military business. At the right p 
could afford to take the cars operat 
well, while it worked on building up 
with Honda. 

BAe agreed with the government that 
would make no substantial disposals itt 
carmaking business for five years. N 
would brand names like мо be soki. 
Rover's sales dived amidst the uncertair 
over the company's future, Lord Young 
persuaded by Mr Graham Day, Rove 

































chairman, that he should grant BAe exc 
sive negotiating rights. 

Once it had completed the pu 
BAe immediately set about trying to pers 
Honda to take a more active role in R 
Reviewing its progress on this front o 
past 15 months, it is hard not to co 
that—duplicitous as the original sale 
rangements may have been in certam 
spects—the government has 
through the deal with BAe, brought o 
actly the coup that it had in mind in 1 
but felt unable to defend in public. 

Honda wanted to build it 
Rover cautiously, project by project: 
last year it had always insisted chat ic war 
nothing more than a partnersh 
Rover. BAe has already changed tha 
this year the Japanese company agreed. 
take an equity stake in the company. 

The equity deal, likely to be.conel 
early next year, will give Honda a 2595. 































` A little learning 






ESPITE all the pundit-hours devoted 
to it, British businessmen still seem 
confused by the exchange-rate mecha- 
nism (ERM) of the European monetary 
system. 

A survey by Ernst & Young, an ac- 
countancy firm, of the directors of Brit- 
-ain's largest companies shows almost all 
want Britain to join the ERM (see chart). 
But most would like to wait until inflation 
‘has fallen substantially. How to get infla- 
tion down? With a falling pound, it seems. 
Twice as many think Britain 


















think of the drawbacks of 
volatile exchange rates. Af- 
ter a good deal of welcome 
prompting, half the execu- 
tives said they were hurt by 
uncertainty, because of the 
need to manage exchange- 
rate risk in the currency 
markets. Another one-third 
claimed that it was hard to 
estimate costs, because their company op- 
erated in different countries. And one- 
third mentioned the diff- 





hould join the ERM at a 
"low. exchange rate... to 
improve competitiveness 
(although this may add to 
inflation)” as at a high ex- 
change rate, even if that 
ould “reduce inflation.” 

ОҒ the 113 companies 
surveyed, 66% said a stable 
exchange rate was a main 
benefit of joining the ERM. 
Jut only 5796 could actually 











culty of setting prices when 
future exchange rates are 
unknown. 

The businessmen were 
little more specific about 
the drawbacks of joining 
the ERM. À quarter of them 
believed Britain would lose 
economic independence. 
But as many did not believe 
membership would involve 
any costs at all. A few were 




















concerned about volatile in- 
terest rates, and worried 
that Britain would join the 
ERM at an uncompetitive ex- 
change rate. 

Most were in two minds 
on the crucial question— 
whether membership of the | 
ERM would crunch inflation- | 
ary expectations or not. | 
Over half believed that the | 
government would fight in- | 
. flation to maintain a stable | 
exchange rate. But only a fifth of the re- | 
spondents said British businesses would | 

| 





benefit from lower inflation under the 
ERM. Why? A majority said wage increases 
in Britain would still exceed those of her 
European neighbours. — 

If so, and in the absence of supetior 
productivity, British competitiveness will 
inevitably decline under a fixed exchange ^ 
rate. Britain's businessmen will no doubt 
expect to be bailed out by periodic deval- 
uations. If they were, they would continue | 
to pay the costs of exchange-rate uncer- 
tainty, and the benefits of ERM member- 
ship would be lost. 




































over’s manufacturing operations (prob- 
'to include Land Rover/Range Rover)— 
not in other parts of Rover, such as the 
€ in DAF and the group's lucrative prop- 

interests. At the same time Rover will 
a. 20% ‘stake in Honda's British 
naking activities, which include a £300m 
factory at Swindon that Honda will pay 


So-will the story end with Rover safely 
cked up alongside Honda, ready for post- 
2 Europe? Or will the Brussels commis- 
sioners spoil everything? It is hard to see 
they can avoid demanding the repay- 
ent by BAc of the £38m. But commission 
icials say that, given the uncertainties and 
ficulties of valuing companies, they are 
kely to reopen the whole affair unless 
rd evidence emerges of deception over 
Rover’s value. 

* [n this event, the commission would 
ive little room to indulge the British gov- 
rnment. For only last month Sir Leon 
rittan, the competition commissioner, won 
rd battle against French lobbying to per- 
suade his fellow commissioners to back him 
asimilar case against Renault: the French 
rmaker has reneged on conditions which 
re set in March 1988 for it to receive 
‘r12 billion ($2.1 billion) in state aid. Last 
month the commission gave the French gov- 
rnment three months to restore the spirit 
of the original agreement or to order Re- 
nault to repay the state aid. Lord Young's 
plan to rid the government of Rover could 
still come unstuck. 
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Coal 


THE government's green in- 
tentions will increasingly bump 
up against its plans to privatise 
а the two main bits of the energy 
¥ industry—electricity and coal. 
The latest victim may be the 
il targets set by the EC for reduc- 
' ing emissions of sulphur diox- 
ide, one of the causes of acid rain. 

After five years of foot-dragging, Britain 
accepted the EC targets in 1988. It still got a 
special deal by pleading the technical diffi- 
culty of fitting enough — flue-gas 
desulphurisation (FGD) plant to coal-fired 
power stations: it agreed that, by 2003, it 
would to cut emissions by 6096 from their 
1980 level, a smaller reduction than any of 
the more industrialised EC countries. Two 
interim targets—of 20% for 1993 and 40% 
for 1998— were also both set below the EC 
average. 

Meeting the 1993 target will be difficult. 
The installation of FGD plant at the Drax 
power station in Yorkshire is running late, 
mainly because the government took so long 
to agree to it. So the power industry will 
have to import more low-sulphur coal. 

The deal on coal imports struck be- 
tween British Coal and the Department of 
Energy this week was partly a consequence 
of this. British Coal got guaranteed sales of 
70m tonnes a year for the next two years to 


National Power and PowerGen— but only 
65m tonnes in the following year. That gives 
the utilities the option of replacing 5m 
tonnes of medium-sulphur British coal with 
low-sulphur coal from abroad. 

Low-sulphur coal already commands a 
price premium. That will rise, as new clean- 
air legislation in the United States increases 
demand. Meanwhile, British Coal may man- 
age to squeeze down its coal prices still fur- 
ther, especially if it spends part of the £1.5 
billion the government has given it for radi- 
cal restructuring. 

As for the targets Gerad 1993, the eler- 
tricity industry had been counting on mal 
ing more electricity from nuclear power to 
help it meet them. But the government has 
now announced that no new nuclear-power 
stations will be begun before 1994— 3f then. 

If the generating companies are to go on 
fitting FGD plant after privatisation, they 
want to know who will pay for it. Either they 
want a “green dowry”, as the water compa- 
nies were given to meet EC environmental 
standards; or they will need to build the cost 
into the tariff structure, in which case they 
need to decide now which stations are to be 
fitted. Either course commits them to the 
FGD programme. The companies would 
rather go for newer "clean" technologies 
that might cost more to run but would be 
quicker and cheaper to build. Somebody 
would still have to foot the bill. The most 
cost-effective solution? Persuade customers 
-to buy less electricity. Try explaining that to 
National Power's putative shareholders. 

ж 
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‘Scottish industry - 


The fight for foreigners 


After sprinting into an early lead, Scotland is in danger of losing the in- 
ward-investment race to other, better-equipped C Celts 


T LONG last, Scotland seems likely to 
get rid of a handicap that has been 
holding it back ín the international-invest- 
ment. race; The government is reviewing 
Scotland’s airports policy, and growing 
pressures look like forcing it to abolish 
Préstwick's absurd monopoly. Earlier this 
year an American airline won a court case to . 
run transatlantic flights out of Glasgow, and 
last month Sir Norman Payne; chairman of 
the airport-operating company, BAA, argued 
publicly for a change. Only political 
arithmetic supports Prestwick: the airport 
vides 700 jobs, and its member of Parlia- 
nt, Mr George Younger, a former secre- 
y of state for defence and one of Scot- 
land's handful of Tory Mrs, has a majority of 
182. 

Getting a sane policy on airports mat- 
ters particularly now. Scotland has had con- 
siderable success in the 1980s at replacing 
jobs lost in manufacturing by tempting in 
foreign investors. But it seems to be losing 
its charms just when overseas businessmen 


are looking for a base from which to sell to 
the rest of Europe after 1992. 

In the early 1980s the Scots were ahead 
of the Welsh and the Irish in the race to at- 
tract foreign firms. They were quick to pro- 
vide a single-window agency for companies, 
through Locate in Scotland. 
The Scottish Development 
Agency (sDA) concentrated 
on electronics, biotechnology, 
advanced engineering and fi- 
nancial services—the fastest- 
growing businesses of the 
1980s. It sited overseas offices 
in America which, it reck- 
oned, by force of geography 
and ethnic links, would be its 
best market. By 1988-89, says 
the SDA, it had attracted 450 
foreign projects, creating or 
safeguarding 60,000 jobs. 
Around. 20% of Scottish man- 
ufacturing jobs are in foreign- 
owned companies. 









The electronics boom h 
many spin-offs'as the Scots I 5 
of the 20-odd independent 5 
tronics companies that developed bey 
infancy have shut down or been sold tà 
eignets. And the foreign operations 
times look depressingly like thir 
sembly plants. Few do R&D in Sco 
the big companies buy only 
their £1 billion-worth of su 
spare ds in Scotland. 
But the Scots’ more recent worry ds 
ae in investment (see chart), Pa 
they have been unfortunate in 2 
of foreigner. The Japan 
whose predilection for g 
whisky and Harris 
ought to take them to See 
land, have gone mostly to 
Wales and the northees 
England. lapanese compani 
like to stay together, so 
regions are now bene 
from the concentrations % 
ready built up. Americans, an 
the other hand, shy away from 
each other, p the Seots.a 
now worried that they ha 
too many Americaneown 
computer companies for th 
own good. 
Competition, most ot 













































'MID the robins, the snowmen and the 
holly, a bloody battle is going on. 
The Christmas-card industry, which used 
to be a large and genteel club, is watching 
its bigger members eat their smaller col- 
leagues whole. 

Nearly 1.5 billion Christmas 
cards will be bought in Britain this 
month—an astonishing 65 for each 
British household, according to the 
latest market research. The greet- 
ings-card business now has a turn- 
over of around £605m a year, yet 
card publishers are by tradition modest 
people. There are more than 200 in the 
field, most of them small-time entrepre- 
neurs who design, produce and market 
with fewer than 20 workers. Few 
customers could пате апу 
producers. 

That is changing. Ten years ago 
half the sales went to companies 
with market shares of less than 2% 
each; last year their share was down 
to a quarter. In 1977 six publishers 
(five British, one American) had the other 
half of the market between them. Then 
older British names like Valentine's of 
Dundee, W.N.Sharpe and Wilson Broth- 
ers fell victim to bigger firms, loda 60% 

















Merry Christmas and a Happy New Yaaagh . eo 


of the market is split between two Ameri- 
can companies (Hallmark and Carlton 
Cards) and a British firm, Fine Art 
Developments. ' 

The death of innovation in the Christ- 
mas-card market? Not so far. 
The big three have cornered 
only the "traditional" mar- 
ket (red robins, jolly Santas, 
sentimental verses) where 
ЌЕ originality is not at a pre- 
mium. Most of the acqui- 
sitions continue to produce 
their own products. 

Cards with mildly risqué jokes about 
naughty reindeer and Santa's bottom 
have been doing well, especially among 
15-25" year-olds. Together 
with upmarket cards, these 
count as the "contempo- 
rary” market, and during the 
1980s its market share has 
risen from about a fifth to a 
quarter. 

In the past three months 
two of the leading publishers in the con- 
temporary — market—Gordon Fraser 
(upmarket) and Accord (jokes)—have 
been taken over. Both companies were 
having trouble establishing mene n in 




















the increasingly important High Street re 
tail chains, which expect the card supplie 
ers to send their own employees into the | 
shops to keep track of what cards are sel 
ing best. Gordon Fraser was acquired bı 
Andrew Brownsword, a publisher _ 
who specialises. in cute designs. Ac 
cord's buyer was Hanson White- 
yes, it was once owned by Lord. 
Hanson and Sir Gordon W 
but they built it up and sold ic 20 
years ago—which had itself been | 
acquired by Pentland Industries. 
last spring. | 

Mr Brownsword maintains that; 
2000, contemporary cards will have сај 




























researcher firm which garhe 
statistics for the greetings«a 
business, has learnt, in 1987 Min 
told its subscribers that бы 



















generation of card Duet d 
nally beginning to cater К 
tastes." Barely two years later it had to ad 
mit that, despite the surge inthe "contem 
porary” market, “youth markets are ou 
the decline due to an aging populati | 
They didn i t ind Ше that in Ban hiene, 
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IGITAL EQUIPMENT 
SCOTLAND LTD 


om fellow-Celts, is getting tougher. Geog- 
aphy and roads favour Wales. It is closer to 
ondon and at the end of the booming M4 
orridor. In comparison, Scotland's trans- 
ort is dreadful. The train service is good to 
he east coast, but the roads are poor. Amer- 


“jeans arriving in Scotland by 





ir face a trek, 
whether they want to reach a city or to 
change aircraft to Europe. Prestwick, their 
first vision of Scotland, offers a blackboard 
chalked up with information about a coach 
to Glasgow town centre. If the coach is not 
full, it waits for the next flight to arrive. Na- 
ively charming, perhaps, but not the image 
that Scotland needs to project. 

The fiercest competition comes from 
Ireland, which has at least as much claim to 
American ethnic solidarity as does Scot- 
land. It also has give-away tax rates and stun- 
ning grants for companies. Corporation tax 
is 10%, compared to the Britain’s 35%. As 
one of Europe’s poorer countries, EC rules 
allow it to offer grants up to 75% of the cost 
of an investment; Scotland can offer only 
40%. 

And demographics these days favour 
the Catholics. Scotland’s pool of 18-25-year- 
olds is shrinking even faster than that of the 
rest of Britain, partly because of migration, 
partly because of the birth rate. The Irish 
still have a growing number of this prime 
age group. And in the republic—as indeed 
in Northern Ireland, too—they are better- 
educated than their British contemporaries. 
Some 30% of Ireland’s school-leavers go on 








to further education, compared with 25% of 
Britons. At the Irish Development Author- 
ity, where they know they have little to sell 
but people, they put a lor of effort into im- 
pressing foreigners with their charm and 
efficiency. 

The economic figures are looking bet- 
ter, too, compared with the bad times of the 
early and mid-1980s. The Irish point out 
that, with their currency a full member of 
the ems, they have an inflation rate of 4% 
and an interest rate of 11%—rather better 
than the neighbours can offer. 

Ireland has given Scotland a couple of 
shocks this year. In June Wang decided to 
close its PC plant at Stirling and transfer pro- 
duction to its plant in Limerick; and in Oc- 
tober Intel, after looking at Scotland, de- 
cided to set up а £300m chip-producing 
plant in Ireland. The Irish claim they are 
now getting 5096 more new projects than 
they were five years ago. 

Competition is spreading, though, ai 
1992 may drive foreigners to a base on t... 
continent, closer to the centre of gravity. 
While the Scots complain about the Irish, 
the Irish are nervous of the Spanish: Catho- 
lic demography, big grants—and sun. 
a | 











Bespoke, besuited, 





































OR the wealthy visitor in search of the 
city’s old-world charm, London still 
offers.a long list of things to do. Buying a 
suit from Savile Row is near the top of the 
‘list. The bespoke tailors of the West End 
are some of the best in the world. The Jap- 
anese even acknowledge as much in their 
language: their word for a three-piece suit 
"ds seiburo. 
Savile Row's pre-eminence may not 
last for much longer. New planning laws 
are forcing long-established craftsmen like 
the tailors to sell up and move out. Their 
premises are wanted by office developers 
; who have swept through central London 
| ind are now pushing hard into the West 
Епа. 
` The craftsmen’s plight stems from a 
“change in the planning laws pushed 
: through by the government in 1987 but 
only now taking effect. It has abolished 
the separate planning category that has 
"hitherto covered — craft-workshops, 
classifying them as light industry and ef- 
` fectively promoting them by ensuring a 
low ceiling on their rent-reviews. 
= ‘Now classified in the catch-all business 
category, craftsmen are newly exposed to 
fully commercial rents which are rising 
fast. Those that cannot pay will not last 
< long: developers are desperate for more 
^ space and no longer need planning per- 
mission to convert workshops into lucra- 





besieged 


tive office space. 

The obvious answer—move some- 
where cheaper—is a non-starter. The fast 
service on tap in Savile Row needs a local 
workforce. The visiting foreign dignitary 
who wants a suit by the end of the week is 
not going to get it if the cutter works in 





Birmingham, the tailor in Bristol and the 
fitter in London. 

The specialist craftsmen who support 
the tailors have suffered particularly 
badly. One six-strong firm of gold-embroi- 
derers—with a client-list featuring the 
Sultan of Oman and the Royal Mews— 
has had its rent doubled: the landlord is 
talking about redevelopment. lt ís strug- 


gling along, for the moment; but the 
feather-worker and button-maker who 
used to work on the same uniforms could 
not cope and have gone. "We used to say 
we could fit out a diplomat in 24 hours", 
says Mrs Hand the embroiderer. No more. 

Neighbouring Soho has long had its 
own honourable tradition of artisan bus- 
tle. But jewellers, watchmakers, book- 
binders, printers and film-makers share 
the tailors’ predicament. A couple of 
floors of dingy film-cutting rooms would | 
make a smart base for an advertising 
agency, and companies are queuing up for 
the chance to pay. 

The local authority, "Westminster 
council, does not want the craftsmen to 
go. Anxious to guard the area's character 
and its guide-book by-ways, the council 
hopes to settle the matter with a clause in 
the London Local Authorities bill which 
Parliament is to debate in January. The 
clause will make part of the West End a 
"specialist industrial zone", protecting 
what is left of its light industry. 

The tailors’ federation has commis- 
sioned a firm of economic consultants to 
amass evidence of workshop woes. More 
than 100 companies say a West End loca- 
tion is essential for their trade. The report 
has now gone to the Department of the 
Environment, which the tailors must win 
over if the bill is to succeed. But if the tai- 
lors’ suit should fail, fancy new clothes 
made in Savile Row could be fit only for 
proverbial emperors. 
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Knox, not Marx 


T HAPPENS rarely: the media spot- 

light that normally shines on the La- 
bour Party has in recent months been first 
dimmed, then unplugged. While journal- 
ists have been scampering off after dissi- 
dent Conservatives, the Labour leader- 
ship has enjoyed a welcome chance to do 
some quiet tinkering with the products of 
its two-year policy review. 

It will be time well spent. Over at Con- 
servative Central Office, the party chair- 
man, Mr Kenneth Baker, has told his 
brightest apparatchiks to sharpen their 
pencils and take apart the new Labour 
policies line-by-line. The Tories have been 
having a desperately unhappy time, and 
few ministers expect to see their poll rat- 
ings improve until well into the spring. 
But Mr Baker and his friends are piling up 
the political ammunition for the glad 
morning when they will be able to go back 
on the offensive. Labour will pay dearly 
later for any complacency now. 

In fact, there is little sign of compla- 
cency. As ministers speak gleefully of 
“open goals” scattered through the La- 
bour policy documents, so their Labour 
shadows are moving to close them off. 
Consider three in particular. 

First, the poll tax. One of the few bo- 
,nuses for the Conservatives, over what 
promises to be a spectacularly unpopular 
tax, is that the Labour alternative sounds 
even worse. Instead of the “community 
charge", Labour proposes to introduce 
two taxes—a property-based tax and a lo- 
cal income tax. Mr Nicholas Ridley, the 
former environment secretary, and Mr 
Chris Patten, his successor, have quickly 
exploited the potential of this "two-taxes- 
for-one" offering. 

Mr Bryan Gould, the shadow environ- 
ment secretary, is now expected to ditch 
the original plan and substitute а single 
property tax, probably based on capital 
values and with generous rebates for peo- 
ple on low incomes. Labour's local-gov- 
ernment conference in February will be 
the occasion for a more detailed 
announcement. 

. Second, take Labour's anti-inflation- 
aty policy. Mr John Smith, the shadow 
chancellor, has been the target of rare sal- 
lies of wit in the Commons from Mr John 
Major over apparent Labour confusion 
about credit control: how it would work 
and— because of the huge preponderance 
of mortgages over all other types of 
credit—whether controls on personal 
credit matter much anyway. 

Mr Smith, speaking in the Commons 
in October, said he would help keep inter- 
est rates down by asking the banks to re- 
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strain. lending. Conservatives creased 
themselves with laughter. Asked why the 
banks should obey him, Mr Smith re- 
sponded with Presbyterian gravity: "Out 
of a sense of reasonableness and of na- 
tional duty and a desire to co-operate with 
the elected government. I am astonished, 
once again, that the concept of common 
good and civic purpose is so lacking 
among Conservative members." This was 
not affectation: Mr Smith truly believes it. 

But he has been preparing contin- 





Tony Blair: as Scottish as the rest 


gency plans for a wicked world. Labour 
will now argue for modest credit controls, 
if necessary with enforced deposits by the 
clearing banks at the Bank of England. Mr 
Smith and his colleagues believe that eva- 
sion by individuals using foreign banks 
would be a minor irritation only; and that, 
while it may be only a small proportion of 
total lending, controls on personal credit 
would have a useful impact "at the 
margin”. 

More important, Labour would almost 
certainly put sterling into the exchange- 
rate mechanism of the European mone- 
tary system soon after taking power. Mr 
Smith hopes that would make his desire 
for monetary restraint more credible. He 
has a list of apparent preconditions for 
Britain’s entry—including agreement on a 
EC-wide policy for industrial expansion— 
which at first sight look almost as tight as 
Mrs Thatcher's. But they would not be al- 
lowed to stand in the way of entry for 
long. 


Third, take Labour's pee over 


mass picketing, industrial courts and the. 


closed shop. Mr Tony Blair, one of the 
brightest of the new generation, has the 
unenviable task of sorting these our be 
fore the next party conference. If he suc 
ceeds, he will have removed one of the 
largest targets in the entire policy review. 










He is helped by Labour's support for the 


European social charter, which in kief 
fectively outlaw the closed shop: wher it 
comes to the crunch, the unions will be 
told to swallow that too. 


The suggestion in the policy review af D 


a "specialist court" to adjudicate ott the 
validity of industrial actior-—which has 
worried. businessmen—is likely to be 


toughened to make it a es of the: 





High Court, out of range of political inter- 


ference. A future Labour manifesto will: 


include carefully drawn limits on any sec- 


ondary action and will rule out any returi: 


to masspicketing. A Labour Treasury 


would spend heavily on training-—but Mr 


Blair has been told the money would be 
available only-if the policy on industrial 
disputes was sorted out first. 


Tight with the money 

One other fascinating aspect of revisionist 
Labour is its acceptance that public 
spending will be tightly controlled in the 
early years of government and that prior- 
ities will have to be set before the Шор, 


Mr Neil Kinnock is determined that pub 


lic spending should not exceed 40% of 
GDP—not much above the current level 
and that the more ambitious social pro 
grammes will have to wait until supply- 
side policies have generated extra national 
wealth to pay for them. 

Tell it to the fairies, you may say. Wait 
until they get their sticky little hands on 
the honey-pot. But one point bears not 


ing: there is a dourness among the leading. 


Labour figures these days that can only be 


encouraging. They can sound like Scot-- 
tish accountants. Indeed, the majority of : 


them are Scots, with crisp white shirts 


and ready frowns. A Jockocracy, almost, 





what with Mr Smith, Mr Gordon Brown, 
Mr Robin Cook, Mr Donald Dewar, Mr 
Martin O'Neill. Mr Blair may nor sound 
Scottish but is. Even Mr Kinnock's ently 
siasm for polished shoes, we are told, 
comes from his Scottish grandfather. 
There is a serious lesson in the rise of 
the Jockoctacy: Scotland is one of rhe last 


places where Labour has remained the 
establishment oparty and the natural. 


choice for talented and ambitious people. 
What would the party look like, had chat 
been the case in England these past 15 
years? And the current taste for John 
Knox, not Karl Marx, is doing the party 
no harm at all. 



































This is the ay to 
one of the world’s most 
famous wine cellars. 


Crafted 250 years ago, 
this key still opens the 
door to one of the most 
extraordinary wine 
cellars in France's Côte 
d'Or. Each year, countless 
wine lovers from all 

over the world visit the 
Château de Pommard, 
celebrated not only for its 
noble, full-bodied red, 
but also for the beauty of 


its architecture. 


GGK 


This is the key to the 
world’s finest corporate 
banking services. 


Today, acquisitions are often the smartest 
way to invest in the future or gain 
strategic know-how. Given the intricacy 
of modern business expansions, you need 
strong support from the buyout to long- 
term consolidation. The best help you 
can get is from a bank that thinks and 
works like an entrepreneur. A bank like 
Swiss Bank Corporation. We have more 
than 100 years of experience in cor- 
porate banking. And we've also got the 
financial clout to capitalize on it for you. 
It's no coincidence that Swiss Bank Cor- 
poration is one of the few banks with a 
triple-A rating. With our presence in 
34 countries all over the world, we can de- 


liver all the financial engineering you need. 


Swiss Bank Corporation 
Schweizerischer Bankverein 
Société de Banque Suisse 


The key Swiss bank 


General Management in CH-4002 Basel, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Worldwide network: Amsterdom, Atlanta, Bahrain, Bogotó, Bombay 
(Adviser), Buenos Aires, Cairo, Calabar (Adviser), Calgary, Caracas, Chicago, Dallas, Dublin, Edinburgh, Frankfurt, Grand Cayman, Guayaquil (Adviser), Hong Kong, 
Houston, Lima, London, Los Angeles, Luxembourg, Madrid, Manchester, Melbourne, Mexico, Miami, Monte Carlo, Montevideo, Montreal, Munich, Nassau, 
New York, Osaka, Panama, Paris, Rio de Janeiro, San Francisco, São Paulo, Seoul, Singapore, St. Helier/ Jersey, Stuttgart, Sydney, Tehran, Tokyo, Toronto, Vancouver. 
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Bids and deals 


The British government ad- 
mitted that it had concealed 
from the EC $60m-worth of 
'eteners in its $255m sale 
‘Rover Group to 
erospace. The EC 










LIN Broadcasting, an Amer- 
ican cellular telephone com- 
pany, recommended that its 
shareholders accept an im- 
sroved takeover offer from ri- 
. yal McCaw Cellular Com- 
munications. The revised bid 
values LIN at nearly $7 billion. 


Raul Gardini's Ferruzzi, a big 
Italian agri-business group, 
says it will get $2.1 billion for 
selling its 51% stake in La 
Fondiaria, a big insurance 
group, to Gaic, a holding 
company that is 43% con- 
trolled by Camillo De 
Benedetti. 











The value of cross-border 
mergers in Europe set a 
record in the third quarter of 
this year. Close to 400 deals 
were concluded, worth 18 bil- 
lion ecus ($21 billion), com- 
pared with only about $15 bil- 
lion in the first six months of 
the year. More than half were 
foreign purchases of British 
companies. 





Kingfisher, a British sweets- 
to-electricals stores group, 
launched a $906m bid for 
Dixons, an electricals retailer. 
In 1986 Dixons failed in a 
$2.7 billion bid for Kingfisher 

















(then known as Woolworth 


Holdings). Combined, the two | 


companies account for around 
a quarter of Britain’s electri- 
cabgoods sales. 


People 





An Italian media magnate, 
Silvio Berlusconi, emerged 
as the favourite to gain con- 
trol of Mondadori, one of Ita- 
ly's leading publishing compa- 
nies. He has won the backing 
of the Formenton family, 
which controls just over 5096 
of Mondadori's stock and was 
previously supporting Carlo 
De Benedetti. 


The chief regulator of the 
American savings and loan in- 
dustry, Danny Wall, re- 
signed. He left after a storm of 
criticism over his slowness in 
closing the scandal-ridden Lin- 
coln Savings and Loan Associ- 
ation in California. 


Anders Wall, a Swedish fi- 
nancier and former chairman 
of Volvo, announced plans for 
the country's biggest leveraged 
buy-out. He has bid $460m for 
Beijer Industries, the star per- 
former in his corporate em- 
pire. The offer is 2096 higher 


than a recent market price. 


Bank bazaar 


About 1096 of the banks in- 
volved in Mexico's Brady- 
plan refinancing said they 


` would make new loans, half 


the number originally hoped 
for. It is unclear whether the 
amount of new money com- 
mitted will be enough to make 
the debt-reduction plan a 
success. 
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Three big Danish banks, 
Privatbanken, 505 and 
Andelsbanken said they were 
merging. The new bank will 
be called UNI 
BankDanmark (UBD). lt 
will have assets of $42 billion 
and equity of $3 billion. 


Securities shivers 


Moody's, a credit-rating 
agency, said it expects corpo- 
rate-bond defaults in Amer- 
ica to hit a record level this 
year and then to rise further 
in 1990, especially among issu- 
ers of junk bonds. 


The market capitalisation of 
the first section of the Tokyo 
Stock Exchange topped 
¥600 trillion ($4 trillion) for 
the first time. 


Iberian interest 


= 4 A 

ail "c 
T 
genie ту. 





Spain's formerly state-owned 
van-maker, Empresa Nacional 
de Autocamiones, has been 
bought by two West German 
vehicle makers, Daimler- 
Benz and MAN, for $250m. 


The Portuguese government is 
estimated to have made 
$160m from the sale of 49% 
of the shares in 
Tranquilidade Seguros, a 
state-owned insurance com- 
pany. It is the fourth time this 
year the government has sold 
49% of a state company. 


Japanese moves 


The Japanese government is to 


resume its aid to China, sus- 
pended after the Tiananmen 








‘company, has had to rec 


Square massacre. The trans: 
port ministry is to send two 
experts and three railway епі 
neers under a tourism-im- | 
provement scheme, 





























































Toyota, а big Japanese car 


8,300 of its new Lexus luxur 
cats sold in America since 


“gust, Toyota, which spent mi 


lions promoting the Lexus, 
the most expensive car it has 
ever produced, is embarrassed. 


Cost-cutting 


IBM intends to shed 10,000 
employees in a big cost-cuttin: 
drive. The move will save $1 
billion a year from its Ameri 
can operations. 


Britain's Midland Bank ex- 
pects to save $7m a year by 
opening up to 300 nurseries 
for its employees’ children. 
The savings will come fr 
spending less on recruit 
to replace staff members whe 
quit to raise their families. 


Bottom lines 


Saatchi & Saatchi, the 
world's biggest advertising 
agency, reported a dismal pre 
tax profit for the year to Sepe. 
tember of £21.8m ($36m), 
down from £138 for the pre- 
vious year. The company s: 
share price rose on hopes o 
takeover bid. 


Canada's biggest bank, The 
Royal Bank of Canada, 
posted net profit of C$529m 
($446m) for the veat to Octo. 
ber. That is dowr 

previous year. I ane 
income was hit by a CÀLT bie 
lion reserve provision against — 
its bad third-world debt 
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| SUMMARY OF GROUP RESULTS | 


1989 1988 * 
Sm 5m Increase 
Gross rents and other income 2871 2527 13.6 


Profit before taxation 1275 1048 217 
Taxation 365 322 


Profit attributable to 
ordinary shareholders 88.66 698 26.9 


| Earnings per share 27.6p 220p 25.4 
| Net dividends per share 170p 145p 172 


Net asset value per-share 


(diluted) 881p 727p 21.2 








Profit before tax: £m 


104.8 





С 1986 1987. 1989 — 










1988 





Net Asset Value 
per Share (diluted) 
Pence 


Earnings per 
Share: Pence 














1987 85 1966 1987 1988 1989 
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A well developed sense of responsibility 


MEPC plc 
Brook House, 113 Park Lane, London W1Y 4AY. 
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The Saatchi brothers retreat 


Businessmen all over the world can learn from Saatchi & Saatchi’s 
mistakes. But can Saatchi & Saatchi itself? 


EW industries enjoy the luxury of pos- 
sessing a single company brave enough 
. act on the latest business-school theories. 
One reason is that, in boring nuts-and-bolts 
industries, businessmen take such theories 
with a sackful of salt. The advertising indus- 
try is bolder, or maybe just more credulous. 
Saatchi & Saatchi, the world’s biggest 
agency group, has argued that "It's good to 
be big, it’s better to be good, but it’s best to 
be both.” Behind the slogan lie two business 
theories that have been championed by 
Saatchi & Saatchi and adopted by other 
new service conglomerates: 
@ Globalisation: world tastes are becoming 
:, more uniform, so big global-marketing con- 
< panies will defeat locally based rivals. 
€ Integrated service-marketing: big clients 
should prefer to buy their various marketing 
services (such as advertising and public rela- 
tions) from one supplier rather than many. 
These theories sounded convincing be- 
tween 1980 and 1987. The Saatchi brothers, 
Charles and Maurice, pursued their cam- 
paign of conquest, buying a string of big 
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American advertising agencies and boldly 
invading the consultancy business. Other 
companies picked up some of the same 
ideas: WPP, WCRS and Omnicom in advertis- 
ing; KPMG and Arthur Andersen in account- 
ing; Citicorp in financial services. 

Both strategies, so assiduously pursued 
by the Saatchis, now look tattered. On De- 
cember 5th they took another step ín what 
promises to be a long and dreary retreat. 
Their company announced that, after a 
reorganisation charge of £39.5m ($63m), it 
made a post-tax loss of £15.4m for the year 
ending September 1989, against a profit of 
£87.6m in 1988. The company’s consul- 
tancy division has been for sale since June. 
For most of the summer, two long-time lieu- 
tenants, Mr Roy Warman and Mr Terry 
Bannister, hacked away at costs. Then a 
French outsider, Mr Robert Louis-Dreyfus, 
was recruited as chief executive. Mr Louis- 


Dreyfus made his name by turning around 


ims, an American market-research firm. 
There are two schools of thought on 
Saatchi & Saatchi’s plight. One says that 





the basic strategy was fine and its proble! 
came from inept implementatic on (the "s 
management school", xia 1 nae to dte 

clude Mr Louis-Dreyfus); the other says th 
ihe idea of a marketing-services conglom 
ate makes no more sense than invading R 
sia. If the second view is true, then so 
other companies need to rethink too. 

For most of its 20-year history Saatchi 
© Saatchi has been an example to other 
companies for all the right reasons. 1 

1970s it convinced investors that adv 
ing was really just another cash flow bu 
ness. Although investors had always wore 
about unpredictable creativity and-accour 
swapping, most clients stuck with t 
agencies. The Saatchis proved that goo 
nancial management (collecting money 
from clients early, giving it to the media late 
could make a fortune. | 

The mismanagement school says tha 
the Saatchis got carried away by their ow 
success. In 1987 the brothers even flirte 
with buying two large British banks-—Mi 
land and Hill Samuel. But their worst im 
take was to move into consultancy. “We hy: 
the wrong people, and the synergy betwes 
consultancy and advertising was notiexis- 
tent," admits one insider. The compa 
abandoned its old financial system, whi 
relied on advertising’s relatively steady reve- 
nues and stressed keeping costs low, A 
moved to a system designed for the consu 
ing business, which is more deal«iriven and 
can only guess at future revenues. Duri 
their brief reign Messrs Bannister and 
Warman painfully reintroduced the first 
system. | 

The mismanagement school also argis 
that, even in advertising, the Saatchis ma 
mistakes. They paid too much to acqui 
American agencies which they then took 
too long to forge together. Compton | 
Dancer Fitzgerald now sits uncorsfortabl 
Saatchi & Saatchi Advertising Worldwi 
(ssaw); Ted Bares was forced into Back 
Spielvogel Bates Worldwide (bsmw), un 
Mr Carl Spielvogel, who pas turned тош 
the agency, but who has also twice offered 
buy BsBY from the group. 

The Saatchis have often seemed too г 
mote to bond their group together. Th 

close-knit "family" that has run the Sag 
group for 20 years has admitted ony o 
foreigner: Mr Milt Gossett, a veteran Ame 
can adman at ssAw, Neither have the br: 
ers taken much time to-talk to the investo 
whose money they were spending. 

The mismanagement school conchid 
that, once it "retarnsto basics, Sastcht & 
Saatchi can be made to work. The 
agency networks remain natural oil wel 
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the cash they gush out can be used to diver- 
sify sensibly into other marketing services. 
For the moment at least, Mr Louis-Dreyfus 
insists he is committed to the idea of a mar- 
keting-services conglomerate. Should he be? 

The case for a conglomerate of Saatchi's 
size is, at best, unproven. Quite apart from 
anything else, it seems odd that, just as most 
industrial conglomerates are unbundling, 
service industries should argue they can cre- 
ate huge companies where the whole is 
greater than the sum of the parts. 

Being big is indeed good—clients always 
look at the league tables before they select 
an agency—but is being enormous really 
better than being just big? The only part of 
the advertising business where every little 
bit of extra weight counts is media buying, 
because bulk purchases win big discounts. 
Saatchi & Saatchi has successfully con- 
ducted ssaw’s and nsBw's British media- 
buying through one unit, called Zenith. But 
big clients in America are unwilling to cede 
such power to their advertising agency. 

The advantage of running two agency 


- networks is also unclear. True, Saatchi has 


been able to avoid client conflicts by switch- 
ing some clients between its two networks, 
enabling it to work for six different car com- 
panies. However, Mr Spielvogel's apparent 
willingness to take BsBw out of the Saatchi 
group implies that he, at any rate, believes a 
smaller network can be just as prosperous. 


More worrying, the con- 
cepts used by Saatchi & 
Saatchi to justify its enor- 
mous size—globalisation and 
integrated-service market- 
ing—are taking much too 
long to work. Despite grow- 
ing lists of global and multi- 
service clients, both theories 
face the same practical diffi- 
culties. The first snag is the 
scepticism of clients: most big 
multinationals still want to 
leave the choice of agency or 
public-relations firm to their 
local management. Given the 
wide variations in quality be- 
tween various parts of the 
Saatchi group, this seems 
only reasonable. 

The second snag is that advertising re- 
mains a "people" business, the worst type 
upon which to impose grand strategies. 
SSAW's flagship London agency + is still 
snooty about its New York sister. It is hard 
to persuade creative people to accept global 
campaigns that were "not invented here” or 
to refer a valued client to an unknown col- 
league somewhere on the other side of the 
world. Some insiders admit that true co-op- 
eration may only come with a new genera- 
tion of employees. 

Mr Louis-Dreyfus's timespan is shorter: 





Dauphin Louis-Dreyfus 


he has given himself three- 
five years to sort out Saatchi 
& Saatchi. The first part of 
that job is relatively easy: sell 
the consultancy division; 
trim headquarters' costs; talk 
intelligently to the compa- 
ny's investors. On the ad- 
vertising side, Saatchi & 
Saatchi should recover fast. 
Messrs Warman and Bannis- 
ter have already done part of 
Mr Louis Dreyfus's cost-cut- 
ting for him. And some ofthe 
better Saatchi habits die 
hard: for instance, SSAW's 
London office still blames its 
late payments on its accounts 
office in distant Gloucester— 
although that distant loca- 
tion does not stop Saatchi from collecting its 
own debts rapidly. 

After he has recreated the lean 
meaner company, what will Mr Louis-Drey- 
fus do? He will have two options. Either he 
can try to make Saatchi & Saatchi work as a 
marketing services conglomerate; or he can 
break it up. From the shareholders' point of 
view, the second course will probably offer 
the more certain return. After 20 years of 
Napoleonic skill, luck and arrogance, Elba 
may be beckoning for the brothers. 











| Gone Kingfishing 


| Ere not a retailer amongst 

them; they're just a bunch of finan- 
cial engineers." So said Mr Stanley Kalms, 
chairman of Britain's Dixons Group, in 
1986 when he bid £1.8 billion ($2.7 bil- 
lion) for Woolworth Holdings, a company 
formed by a 1982 buy-out of the British 
arm of America's Fw Woolworth. Yet Dix- 
ons, which describes itself as "the world's 
largest specialist retailer of consumer elec- 
| tronics”, still lost one of the most 
| ill-tempered takeover battles the 
| City of London had seen. The 
winner was Mr Geoffrey 
Mulcahy, Woolworth's Harvard 
MBA boss. 

The financial engineers are 
now taking their revenge. On De- 
cember 5th an inspired leak lifted 
Dixons's share price sharply— 
which has sent surveillance off- 
cials at London's stock exchange 
scurrying for their magnifying 
glases. The next day Mr 
Mulcahy's now-renamed King- 
fisher (which already owns two 
electrical retailers, Comet and 
Laskys, as well as drugstores, a do- 
it-yourself chain and Wool- 


Kalms and Mulcahy offer an encore 


worths) swooped on Dixons with a 
£575m cash bid. 

As well as being Britain's biggest (and, 
via Silo, America's third-biggest) electri- 
cal retailer, Dixons has expanding finan- 
cial-services and property businesses. Yet 
its pre-tax profit fell 24% to £78.4m in the 
year to April; analysts expect profits to 
halve this year. High interest rates in Brit- 
ain have not helped, but Dixons’ prob- 





lems run deeper. Britain’s consumers are 
getting choosier, a trend not catered for 
by Dixons’ strategy of selling a high pro- 
portion of own-brand goods from shops 
that are often cramped. The shopkeeping 
flair Mr Kalms once showed seems to have 
deserted him. 

Mr Mulcahy says he will revive the for- 
tunes of Dixons by improving its image, 
product range and service. Such a strategy 
seems to be working at Woolworths and 
Comet. Kingfisher bucked the gloomy re- 
tail market in the half year to July with 
pre-tax profit (before exceptional 
items) up 21% to £64m. 

Combined with Dixons, King- 
fisher reckons it will account for 
22% of retail sales of electrical 
goods. Some analysts estimate the 
figure to be closer to 30%, which 
could trigger an investigation by 
the British government's. Office 
of Fair Trading. If it does, expect 
Kingfisher to shed some of Dix- 
ons' smaller stores. Kingfisher 
will have to sell some assets any- 
way. Buying Dixons would push 
its gearing above 10096. And the 
revival of Dixons' share price 
means that Kingfisher may have 
to find up to £100m more to buy 
the company. 
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Europe’s 1992 labour pains 


reorganise on a pan-European basis in 
those industries which become more cone 


On December 5th Europe’s брон ministers said they will let their 





airlines compete more aperea у. Competition in this and other in- 
dustries will ring in big c 


WES effect will the advent of 1992 | 
have on.Europe's labour market? 


The usual answers concentrate on one is- 
- "sue: whether growing economic and cul- 
: tegration will increase the mobility 
"of workers among EC countries. The con- 
“sequences of 1992 for labour markets run 
deeper, however. 

;Thtee main factors affect the power of 
workers to raise wages. Two relate to the 
‘labour market itself: the extent to which 

workers are unionised; and whether they 
. are sheltered (eg, by the cost of hiring, 

training and firing) from “ипе 

derbidding" by other workers. 

Two economists, Mr David 
Begg and Mr Charles Wyplosz, 
argue (in an as-yet-unpublished . 
paper) that the key to labour- 
market power is the third factor: 
the extent to which a firm is 
. sheltered from competition. In a 
perfectly. competitive market 
any attempt by one firm's work- 

"ers to raise wages would simply 
put that company out of busi- 
ness, But the less competitive 

ı the market for its products, the 
bigger the "rents" to be divided 
between the firm and its work- 
ers—and the easier to pass on higher 
wages as higher prices. 

The rents available to workers in un- 
competitive markets can be substantial. 
Take Europe's airlines, where regulations 
control fare-setting and the maximum 
share of capacity that can be offered by 
each country’s carriers. In addition, bilat- 
eral agreements allow carriers to collabo- 
rate on scheduling and to pool revenues. 

After years of timid liberalisation, EC 
transport ministers agreed on December 
5th that, from January 1993, capacity- 
sharing arrangements will be abandoned 
and access to European routes made freer, 
while cut-price fares will Бе less easily 
blocked by member governments. (They 
talked about freight too. See next page.) 
In the current issue of "Economic Policy”, 
Mr Francis McGowan and Mr Paul 
Seabright consider the likely conse- 
quences of such a comprehensive deregu- 
lation package. 

The table compares the labour costs 
and productivity of eight American air- 
lines (American, Continental, Delta, East- 
ern, Pan Am, Twa, United and usAir) 
with those of six European airlines. In 
Britain (where Margaret Thatcher's gov- 


nges for the Community’s labour market. 


ernment has scrapped many airline regu- 
lations), labour costs of pilots and co-pi- 
lots are lower than in Ámerica; costs of 
other cockpit staff are one-fifth higher, 
while those of cabin crew are one-third 
lower. But continental European airlines 
have far higher costs: cockpit staff are 
paid an average of 2.6 times as much as 
their American counterparts, cabin crew 


1.6 times as much. 

This does not reflect higher productiv- 
ity, as the table shows. Measured in terms 
of "revenue passenger kilometres per em- 
ployee", the American airlines average 
1.6m, a figure only approached by the 
now-merged BA/BCal’s 1.1 т. Continen- 
tal European airlines average just 0.7m. 
And inefficiency is rife: European carriers 
have, on average, 2.9 times as many ticket- 
ing and other non-flight staff as flight 
staff, compared with America’s average of 
1.7. All this suggests that the higher la- 
bour costs of European airlines reflect 
rents spawned by lack of competition. 

By breaking down frontier barriers 
and reducing (or standardising) regula- 
tion, 1992 aims to make Europe's product 
markets more competitive. The authors 
calculate that liberalising Europe's airlines 
could benefit consumers by $114 billion-2 
billion a year. 


Losing the wage war 

Unions are a mechanism that workers use 
to try to get a share of economic rents. 
How will Europe's unions respond to in- 
creasing pressure on rents, and hence on 
wages! One way might be to try to 
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petitive after 1992. Differing culture 

guages and political sentiments will ma. 
that difficult, however, as will less wic 
spread union membership. | 

The advent of the single marker ai: 
also change the structure of Europe 
wage-bargaining. In an earlier issu 
“Economic Policy" Mr Lars Calmfo: 

Mr John Driffill argued that, in wage be 
gaining, extremes tend to benefit th 
economy. In a country with f 
centralised bargaining, unions are powere 
ful enough to affect wages. But, because of 
their large size relative to the whole econ: 
omy, they have to take into account the. 
effect of their actions on overall: 
employment and inflation. In à 
highly decentralised economy 
unions are too weak to affect 
wage levels. 

Those intermediate posi. 
tions, where unions are big 
enough to influence wages but 
too small to care about their ef 
fect on the whole economy, 
tend to be more harmful. In the 
1980s Britain, France and Italy- 
have fallen into this intermedi- ^ 
ate category, between highly | 
decentralised America, lapan 
and Switzerland and highly 
centralised Denmark, Belgium, 

Holland and West Germany. 

By boosting the size and competitive- 
ness of European firms’ product markets, 
1992 will make wage bargaining les 
centralised in most European countries; 
In countries thar already have centralised 
wage-bargaining, this change could be 
bad: it will move them towards the harm. 
ful intermediate position described by 
Messrs Calmfors and От. For those 
countries already in the intermediate posi- 
tion, it will be beneficial, moving them - 
closer to the fully competitive extreme; 

More competitive product markets 
will mean lower wages and feebler unions. 
That will benefit consumers, bur some: 
workers will initially lose their jobs. To 
compensate them, the European Ca 
mission has called for a big increase int 
regional funds. Messrs Begg and Wyplosz 
reckon this is the wrong response, because 
regional funds are too blunt an instru- 
ment. Their solution is an ec-wide minie. 
mum unemployment benefit, which could 
be topped up by governments, and which 
would automatically help 1992's victims 
But could Mrs Thatcher accept what she - 
would undoubtedly see as a further eroe 
sion of Britain's national кеды 









































uro pe's freight market 








PURRED by the EC's plans to deregulate 
J international freight transport by the 
nd of 1992, some of the world's largest dis- 
tribution companies want to drive many 









panies such as Australia’s TNT, America’s 
Federal Express and Britain's National 


billion ($125 billion) a year. One-man- 
and-a-cab operators fear they could be 
squashed by these juggernauts, but 
both Eurocrats and high-tech wiz- 
ardry are helping them fight back. 
On December 4th Ec trans- 
att ministers gave Europe's 
all hauliers an early Christ- 
as present: an agreement to 
phase in cabotage. This will let for- 
gn lorries provide a domestic service 
thin any Community country. Nonsensi- 
il banson cabotage mean that up to one in 
ur lorries now returns empty after an in- 
rnational delivery. That is something 
er firms cannot afford. 

The Brussels deal does not please every- 
ле. The West German and Greek trans- 
rt ministers voted against it. West Germa- 
ny's mollycoddled big hauliers have much to 
se. Small companies have had to buy ex- 
pensive domestic permits to put a lorry on 
West German roads. In anticipation of de- 
regulation, permits that were changing 
ands for DM100,000-150,000 ($45,000- 
5,000) each in 1986 have halved in value. 
As more barriers to entry fall, haulage 
costs will plummet. The Cecchini Report 
uessed that the scrapping of national re- 
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strictions could cut trans- 
port bills by 596. Others expect 
a 10% reduction. In West Germany, Eu- 
rope’s biggest and most heavily regulated 
road-haulage market, industry estimates sug- 
gest costs could fall up to 20% after 1992. 
On top of that, form-filling at frontiers now 
costs haulage firms an estimated 400m- 
800m ecus ($440m-880m) a year. 

Once Brussels has swept these away 
along with Europe's internal frontiers after 
1992, the battle will begin in earnest for the 
hearts and wallets of shippers. Lower freight 
rates and fewer trade barriers may encour- 
age companies to set plants farther apart. 





. More goods will have to be carried 
over longer distances, Both TNT and 

Federal Express already have pan- 

European networks, but they will 

face competition as big national 
hauliers start to venture 
abroad. 

МЕС, Britain's biggest dis- 
tribution company, is already 
doing so. Forced out of conti- 
nental Europe several years ago 

W by mounting losses, МЕС de- 
cided to try again through its 
Exel Logistics division. Exel's 
hauliers specialise in contract 
distribution. They provide a ded- 

icated service to large companies 
such as Unilever, a maker of 

household commodities, and J 

Sainsbury, a grocer. Marks 

& Spencer, a foods and: 
fashions group, is al 
other customer. Нар 
with the service it re- 
ceives from NFC in Brit- 
ain, Marks & Spencer 
has now asked the com- 

pany to handle its French 
business too. 

Will these mammoth 
carriers wipe out the small 
fry? The lessons of deregula- 
tion elsewhere are unclear. Australia’s 1954 
deregulation produced a few behemoths. 
America, which opened up interstate truck- 
ing in 1980, has lots of small truckers still. In 
Britain, which deregulated road haulage in 
1968, big firms have all but abandoned the 
general haulage market, unable to compete 
with cheaper owner-drivers. They now stick 
to lorry-leasing, express freight and contract 
distribution instead. 

Small hauliers in Europe are counting 





Lax Lexus 


С TOKYO 















APAN's biggest carmaker has got off to 
a rotten start in its drive upmarket. 
.- Toyota launched its $35,000 luxury 
` "Lexus 15400 car in America in September. 
«Now it is recalling 8,300 of the cars so far 
:sold. It is rare for a Japanese carmaker to 
stumble so badly in its biggest export mar- 
Кес, especially with such a prestigious ve- 
hicle. Back in Japan, some officials are al- 
ready worried that the legendary quality 
of Japanese cars is starting to slip. 
5 Toyota says that the cruise-control sys- 
tem on its new luxury model can carry on 
running even after the driver has switched 
© it off. Another defect has been reported in 
:: Lexus's centre-rear brake light: it works 
badly when hot. Toyota says it will take an 
hour or so to replace the faulty parts in 





each vehicle, and the company stresses 
that there have been no reports of acci- 
dents caused by the defects. 

By acting swiftly, Toyota may be able 
to limit the damage to its reputation. Yet 
Japan's Ministry of Transport has become 
alarmed by a rash of recalls by Japanese 
carmakers in their home market. It is tell- 
ing carmakers they must do much better. 

Domestically built cars that have been 
recalled. recently include Toyota's Co- 
rona, Nissan's Silvia and Daihatsu's Ap- 
plause. One thing common to all recent 
recalls in Japan is that they are due not to 
design failures but to glitches in the manu- 
facturing process. Suspicions are begin- 
ning to point to the hasty way cars are be- 
ing thrown together to meet buoyant 
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domestic demand since Japan’s commod- 
ity tax (22% on a mid-sized car) was re- 
placed with a 6% consumption (ie, value- 
added) tax on cars. 

Neither Toyota, nor its rivals Nissan | 
and Honda, who are also using fancy new | 
names to sell luxury cars in America | 
(Infiniti and Acura respectively), can af- | 
ford to let quality control slip in their ef | 
forts to take on upmarket carmakers like | 
West Germany's BMW and Mercedes. | 
Toyota has already spent six years of re- | 
search and more than $500m on the | 
launch of its Lexus range. Quality and | 
reliability were supposed to be the key: | 
Lexus cars are offered with a four-year, | 
50,000-mile warranty. In. May 1990. the 
competition will move to the West Ger- 
man carmakers’ home turf when Toyota 
starts selling Lexus cars in Western Eu- | 
rope. By then, it had better. be screwing | 


them together more carefully. 
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Off the mommy track 


NEW YORK 


€&"T^HE cost of employing women іп 

management is greater than the 
cost of employing men. This is a jarring 
statement, partly because it is true, but 
mostly because it is something people are 
reluctant to talk about." These are the 
opening words of the notorious “mommy 
track” article that appeared in the Janu- 
ary-Febuary 1989 issue of the Harvard 
Business Review. It is just one reason why 
the many critics of Mr Theodore Levitt 
are celebrating his departure as editor to 
return to teaching. 

His record is one of honourable fail- 
ure. When he became editor in 1985, Mr 
Levitt, the guru of global brands, set out 
to make the journal more readable with- 
out compromising its high academic 
standing. Both its appearance and con- 
tents became less forbidding. Prolix arti- 
cles gave way to shorter, sharper pieces 
broken up by crisp charts and cartoons. 
Such changes pleased neither enough lay 





шге» | 








readers nor scholars (who hated the car- 
toons). The circulation fell, from 244,000 
in 1984 to 210,000 this year. 

Mr Levitt's successor as editor, Ms 
Rosabeth Moss Kanter, is an expert on 
organisational behaviour and, like Mr 
Levitt, a professor at the Harvard Business 
School. Had Mr Michael Dukakis won 
last year's presidential election, she would 
probably have become his commerce sec- 
retary. Ms Kanter is proud of the way she 
has successfully combined the roles of 
mother and career woman. Asked about 
Ms Felice Schwartz's "mommy track" ar- 
ticle, she says pointedly: "I would have 
preferred to see more data backing up 
broad assertions.” 

Ms Kanter's own article, "The New 
Managerial Work", in the current issue of 
the publication is being scrutinised for 
clues about her editorial style. In it she ar- 
gues that managerial authority is eroding 
and that success in future will depend on a 


BUSINESS 


ы 7 ] 





Kanter wants data 


manager having the knowledge, skills and 
sensitivity to mobilise and motivate peo- 
ple. Ms Kanter confirms that she will be 
less of a hands-on editor than Mr Levitt 
and will take more interest in policy ques- 
tions and in exploiting the Reviews 
"brand" image in new ventures. 





on technology to help them beat the big 
boys. The British International Freight 
Association has 700 or so member compa- 
nies, most of them employing ten people or 
fewer. It has created a computer network 
that will allow shippers and small haulage 
companies to stay in touch with each other 
through electronic mail. The first members 
will plug into the system next year. 

Tiny transport companies can also rely 
on some big allies: freight forwarders like 
Swiss-based Danzas and Holland's Frans 
Maas. Traditionally they handled the reams 
of customs documents generated by cross- 
border trade; carrying goods was a sideline. 

w that Europe's internal barriers are 
suming down, some want to give up paper- 
shuffling to expand their distribution opera- 
tions. Rather than build up their own ex- 
pensive fleet of lorries, they prefer to sub- 
contract. Nedlloyd, another Dutch freight 
forwarder, sees its future as a "distribution 
architect", using computers to parcel out 
work to cheap, independent carriers. 

Europe's small trucking firms will prob- 
ably continue to dominate the general haul- 
age market after 1992. There will still be 
more requests to shift, say, a lorry load of 
bricks from Manchester to Liverpool than 
from Manchester to Milan. And, as barriers 
to entry fall, a host of new owner-operators 
will enter the market, linked by computer- 
ised freight exchanges. Europe-wide consor- 
tia are already springing up. One is Stock- 
Europ which links several French regional 
hauliers, together with Ireland's Blueflight 
and Rhenania of West Germany. 

و 





THE ECONOMIST DECEMBER 9 1989 


iei ا ےم‎ t. 





Conrail’s turnaround 


| think | can, 
| think | can 


PHILADELPHIA 


UROPE’s railway bosses and transport 

ministers will not leave Mr Stanley 
Crane in peace. He is the recently retired 
chief executive of America's highly success- 
ful Conrail. Stuck with loss-making rail- 
ways, the Europeans want to know how he 
managed to revive a nationalised basket case 
that had lost $1.6 billion in the five years 
before he took it over in 1981. Mr Crane's 
successor, Mr James Hagen, now heads a 
profitable, privatised railway that has a good 
chance of winning back freight business 
from airlines and truckers in the 1990s. 

How did he do it? Europe's trade unions 
are less than delighted with Mr Crane's an- 
swer: by slashing the workforce and relying 
on plenty of government cash. 

Conrail is an amalgam of Penn Central 
and six other railways in America's north- 
east and Midwest that went bankrupt. Mr 
Crane made a profit in his first year, and the 
railway has stayed in profit ever since. It has 
done so although Conrail's freight revenue 
remained flat at around $3.5 billion a year 
throughout Mr Crane's stint. Steel and coal 
shipments declined. Many of Conrail's 
manufacturing customers defected to 
Dixieland. 

Mr Crane admits that Conrail could 
never have returned to health without the 


$3.2 billion in government aid that the rail- 
way had received before his arrival. Most of 
it went to modernise decrepit track, yards 
and rolling-stock. As Mr Crane kept re- 
minding the politicians, railways are usually 
the only freight carriers that have to pay to 
build, maintain and replace their rights-of 
way. In America, as in Europe, he says that 
railways’ competitors are all subsidised. The 
licence, fuel and other taxes paid by lorries 
amount to only a fraction of the costs (in- 
cluding congestion) they impose on the 
roads. Tax dollars subsidise new airports, 
and the federal government owns and oper- 
ates air-trafhc-control systems. Barges bene- 
fit from federally aided waterway and har- 
bour improvements. 

To make best use of the money, Mr 
Crane needed a credible ultimatum from 
government that would force the unions to 
allow job cuts, accept pay restraint and, 
above all, grant more flexible work arrange- 
ments. The Reagan administration provided 
the required ultimatum by threatening to 
smash up Conrail and to sell off the bits and 
pieces. Productivity soared as the workforce 
fell from 79,000 (when Mr Crane arrived in 
1981) down to 41,000 in 1983, and to about 
29,000 today. Deregulation also allowed Mr 
Crane to prune underused lines, to set come 
petitive freight rates and to pull Conrail out 
of the chronically unprofitable business of 
carrying passengers. 

Further job cuts are planned for the 
1990s, although to encourage the remaining 
workers (and deter would-be acquirers when 
Conrail's legislated shelter from takeover 
expires next April) Conrail is setting up an 
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Back on track 


employee stock-ownership plan. However, 
the big task Mr Crane has left to his succes- 
sor is to find ways to increase Conrail's 
share of the fiercely competitive freight mar- 
ket. The railway can no longer widen profit 
margins by slimming costs. The fat has al- 
ready gone. Conrail now has to win more 
business. 

The good news is that Mr Hagen, a mar- 
keting specialist, looks just the man to drive 
Conrail into the 1990s. He was Conrail's se- 
nior vice-president of marketing and sales 
from 1977 to 1985, before joining rival CSx. 
If he has his way, Conrail customers will 
have to make only one telephone call and 


pay one bill to have their goods 
transported from doorstep to 
doorstep. Like competing lorry 
drivers, the railway will pro- 
vide just-in-time delivery 
through partnerships — with 
warehouses, using rail for long 
haul and lorries for short jour- 
neys to and from rail depots. 
To succeed, Mr Hagen has to 
win the co-operation of other 
railways as well as of truckers 
and shipping companies. 

Some transport trends are 
helping the railways. New dou- 
ble-stack container shipping 
(ie, containers stacked two 
high on railway flat loaders) al- 
ready accounted for 2096 of 
Conrail's freight volume by 
1988. That has continued to grow. The 
consolidation of America's railways into 
seven large companies today, and fewer to- 
morrow, has made the quality of (necessarily 
interlinked) rail services less variable. 

Now a great new business opportunity is 
opening up for railways: the disposal of 
municipal rubbish. Conrail is involved in a 
joint venture for the development of sites 
for the treatment and disposal of solid and 
hazardous waste. European railways may 
find this lead from Mr Hagen easier to fol- 
low than Mr Crane's swinging axes. À now 
subsidiary for British Rail, perhaps, to be 
called British Rubbish? 





South Korea's conglomerates 


` Do or be done for 


SEOUL 


South Korea's four biggest companies are badly overextended 


(€[T'S a Big World, and There's Lots to 
be Done" is a current Korean best- 
seller written by Mr Kim Woo Choong, the 


- man who who built South Korea's Daewoo 


Group into a $15 billion business in a mere 
two decades. His book's get-on-with-it title 
applies less to the Korean youth Mr Kim is 
trying to reach than to his own firm and its 
fellow conglomerates, known as the chaebol. 
These groups know that the great days of 
unhindered expansion are behind them. To 
survive in world markets, they must restruc- 
ture fast. 

After years of breakneck and often 
thoughtless growth, the chaebol are now as 


' big as some of the biggest firms in America 


and Europe. Yet they are also over-diversi- 
fied and under-managed. Their export 
growth and profitability have been hit by a 
stronger South Korean currency. 

South Korea has four industrial groups 
each of whose total sales last year were more 
than $15 billion: Samsung, Hyundai, Lucky- 


80 


Goldstar and Daewoo. Like Japan's pre-war 
zaibatsu, the four started out as family busi- 
nesses but, unlike Japan's biggest companies 
today, they remain family-dominated. Their 
growth since 1965 has been phenomenal. 
Until 1967 Daewoo was still nothing more 
than a fierce glint in Mr Kim's eye. 

The chaebol's advantages in world mar- 
kets have been cheap labour, an underval- 
ued currency and high walls around their 
home market. Above all four companies has 
been the protective wing of South Korea's 
exporthungry government. The govern- 
ment helped all four companies to import 
technology cheaply from abroad and gave 
them privileged access to capital—often at 
negative real interest rates. 

The chaebol piled up stratospheric 
debt, which still totals four or five times 
their outstanding equity. What mattered 
was not the type or profitability of the busi- 
nesses they chose to enter, but growth and 
market share. Hyundai dived into shipbuild- 


ing and, after some of its first ships were sent 
back by disgruntled customers, launched its 
own shipping line in 1972. Samsung began a 
large, and heavily criticised, new investment 
in semiconductors just before the chip in- 
dustry’s deepest recession in 1985. 

Samsung's move into chips has, in fact, 
paid off. But today such reckless expansion 
invites disaster. Hyundai's aggressive export 
of cars to North America has begun to fal- 
ter. Foreign companies are more wary of sell- 
ing their best technology cheaply to the 
South Koreans, while foreign governments 
have their eye out for dumping. Democracy 
and a series of violent strikes have ended the 
docility of Korean workers, who have won 
pay rises of over 2096 in each of the past 
three years. The government is less support- 
ive now that it has to worry about re-elec- 
tion and answer charges of favouritism. 
And, under pressure from America, South 
Korea's economic planners have begun to 
open up the lucrative domestic market 
foreign competition and have revalued t 
won by 1596 since January 1988. 

To keep.their heads above water, South 
Korea's big firms need to repeat the miracle 
that Japanese companies achieved between 
1986 and 1988, when they responded to a 
6096 rise in the value of the yen against the 
dollar by drastically cutting costs. Making 
that kind of adjustment will not be easy. For 
all their size, the chaebol are much weaker 
than Japan's largest companies. 

Their biggest problem is the size of their 
domestic market. South Korea's population 
is 42m with an average income of about 
$5,000. Japan's population of 122m enjoys 
an average income of about $20,000, creat- 
ing a market some 12 times larger. 

Worse, all four of the leading chaebol 
are in too many businesses. Samsung, which 
is relatively streamlined, says that its various 
group companies make more than 3,000 dif- 
ferent products. Daewoo makes everything 
from shirts to cars, machineguns and ! 
machines. Lucky-Goldstar’s list ranges frou 
soap to semiconductors. In private, manag- 
ers in all four firms concede that diversifica- 
tion has often been spurred less by good 
sense than by the chairman's desire to make 
everything his three competitors make. 

Overly reliant on the American market, 
and with far fewer overseas factories than 
Japanese rivals, the chaebol are especially 
vulnerable to any growth in protectionism. 
Their exports are also disturbingly price- 
sensitive. None of the chaebol has yet been 
able to build up the kind of brand loyalty 
that Japanese companies have nurtured. 
Aware of how damaging a rise in prices 
would be to the chaebol’s exports, the 
South Korean government hopes to keep 
the won near its current dollar exchange 
rate for as long as possible. 

The chaebol will have to work hard to 
make the most of that breathing-space. 
They must learn the flexible manufacturing 
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The future of business communications 
lies along the highways of high speed digital 
services. Timeplex, the innovator in data 
communications for more than 20 years, can 
provide you with a gateway to the integrated 
communications highways 

Timeplex is committed to your future 
with our philosophy of Systems Connectivity 
Architecture to allow transparent connection 
of diverse devices - within hybrid networks 
of public and private services - to fully 
integrate all your data, fax. voice, video and 
image communications. SCA also provides a 
clear migratory path from local to wide area 


networks, allowing your Timeplex network to 
grow with your business 

We invest heavily in Research and 
Development to bring you new products and 
systems - always compatible with existing 
Timeplex products and other manufacturers 
systems - to protect your investment and 
help you stay ahead 

Our renowned training and 
maintenance programmes keep your 
Timeplex networks running at their most 
effective and we assign your own Account 
Manager to provide a single point of contact 
with Timeplex 


With an international netu 


Timeplex offices and distril 





gateway to the 


United Kingdom (0753) 4 
Brussels (32) 273 49703. Austra 
(61) 2 957 1660, Hong Kong (8 28 
USA (201)391-111 





Timenlex 


YOUR GATEWAY TO COMMUNICATIONS HIGHWAYS 


TIMEPLEX. YOUR GATEWAY TO THE 
COMMUNICATIONS FUTURE. 





For those who will not settle for second 
best, there is only one name. 


Twenty years ago, Audemars Piguet 





created a watch so unique that it has been 


admired and envied the world over: the 
Royal Oak. 

Today, the Royal Oak remains 
unchallenged. And so it will be in the years 


to come. 














The ultra-thin Royal Oak for Ladies and Men and the Royal Oak Perpetual Calendar 


mechanically programmed until the year 2100 


Audemars Piguet 


Audemars Piguet & Cie S.A., 1348 Le Brassus, Switzerland 
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German Bond Market Review 
The Third Encounter 


The abnormal yield pattern — yields turned upside 
down at the end of June — is a constant source of 
speculation. The yield advantage of short-term 
investments (normally long rates are higher than 
short rates) is used by both pessimists and optimists 
to reinforce their arguments. 





interest-rate peak and yield inversion coincided in 1981. Ten-year bonds 
yielded some 11%, and the yield on one-year bonds topped out at a level 
of over 13%. 


Prices again the trigger 


A comparison with the current situation shows that inflation was much 
more of a problem at that time than it is now. Still, prices were also the 
trigger this time. But even a predicted slowdown in prices in 1990 would 
probably not be sufficient to dispel all the inflationary fears that 
prompted the Bundesbank to tighten the 
monetary screws in the past few months. 


In the eyes of the pessimists, the inversion of yields signals a sustained 
deterioration of the outlook for interest rates. When the Bundesbank 
tightens its monetary stance, as it did this 
year by raising the discount and Lom- 
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Fixed-Rate Purchases by the Three 


bard rates no fewer than four times, OV: . 
this has the immediate effect of driving Principal Investor Groups It would take a reversal of yields at 
| the short end of the market to restore 


up money rates, which, after a lag, are | so e 

followed by the longer rates, And thisis | — | M the normal yield patem — a reversal 

exactly what has happened in 1989. [Л Bl коз; unlikely to occur in the present market 

" в! B situation. Thus, even if inflation should 
The optimists, on the other hand, regard cool, there is only limited scope for a fall 

the inverted yield pattern as a sign that in interest rates. 
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The scope for а rise in interest rates is 
also limited. The yield on long bonds is 
likely to stay at some 7 1/2% for the time 


50 
interest rates have peaked or are about to 04 
do so shortly. Their feeling is that the 0411 f 
Д" Bundesbank’s latest rate increase marks | 
н the top end of the flagpole. | ө 
10 
This is the third encounter with an | EX 
0+ E 1 
1986 1987 1988 


inverted yield curve in Germany, after 
1973 and 1979-82, In 1973, the yield 
curve retuned to normal relatively 
quickly when inflation, previously at 7%, 
approached 5% again and allowed the 
Bundesbank in October 1974 to lower 

50; 


the discount rate from 7% to 6 1/2% 
and the Lombard rate from 9^5 to 


[ 
| 
DM 1985 
billion 
Non-hanks are playing an important role in the German bond market this year. Net 
purchases of fixed-interest securities (DM bonds of domestic and foreign issuers) 
by this investor group (and investment companies) will be several times as high 
as those of banks and foreigners together. Net buying by foreign investors is esti 
mated at DM 11 billion, while banks and savings banks have sharply reduced their 
commitments. All in all. 1989's net sales will exceed the previous year's figure (just 
under DM 90 billion) 


| 
| 
| 
| 
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being. The short-term yield has risen 
from 5.7% at the beginning of 1989 to 
7.9%. The yield curve will therefore 
remain inverted for some time to come. 

No early return to normal 

Our third encounter with a reverse yield 
gap suggests that the inversion is likely to 
extend into 1990, We will probably not 
know before early next year, when the 


8 1/2%, The 1979-82 experience was a different one. The stubborn 
rise in prices forced the Bundesbank to keep its foot on the brake pedal. 
Bond market yields therefore remained inverted for more than three 


Bundesbank maps its stability strategy in the light of the inflation rate then 
prevailing, whether topsy-turvy interest rates are merely a brief interlude 
or a more durable feature of the market. 


years. 


id In both periods, vields moved into double digits at the peak. In the sum- 
mer of 1974, the yield on ten-year bonds climbed to 10.8%. One-year 
shorts had topped out at 10,3% a year before. While the yield on long 

ie bonds returned to normal in the 1974 phase of high interest rates, 
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techhiques which have transformed Japa- 
nese companies. They also have to build up 
the marketing expertise which they now 
lack so woefully. That means selling more 
own-abel goods апа building worldwide 
dealer networks. 

All four companies will also have to 
drop products that South Korean manufac- 
turing workers (who now get higher wages 
than those. in. Taiwan) cannot make eco- 
nomically. They need to close or sell loss- 
making subsidiaries, too. So far the chaebol 
have shown no inclination to take such 
tough decisions. 

Not only will restructuring be painful, it 
will be expensive. The chaebol will have to 
tap international capital markets to help pay 
for the changes and heavy investment in 











new equipment needed to stay competitive. 
To raise cash, the chaebol have already be- 
gun to issue commercial paper in Europe 
and America. Some time in the 1990s they 
will probably also seek listings abroad. 

Such a move could produce a healthy di- 
lution of family control maintained through 
an elaborate series of cross-shareholdings. 
Nepotism and paternalism have been rife. 
The Hyundai chairman, Mr Chung Joo 
Yung, employs nine brothers and sons. Un- 
til recently, Hyundai staff members had a 
slice of their salary “voluntarily” docked at 


source and put into a savings account. 


When Mr Chung gave up smoking, his 
160,000 employees were "encouraged" not 


| to light up in the office either. That is no 


way to run a $28 billion multinational. 





Japan's shipbuilders 
“Rounding the Horn 


TOKYO 


LD salts had practically written off Jap- 

f anese shipbuilders, The tanker busi- 
ness was in the doldrums. Yards were being 
closed up and down the Japanese coast. 
Low-cost shipbuilders of South Korea, al- 
ready a menace a decade ago, looked set to 
torpedo their costlier Japanese rivals when 
the yen surged in 1985. Between them, Ja- 
pan’s seven largest shipbuilders lost Y96 bil- 
lion ($570m) in 1986. 

Despite this battering, Japanese ship- 
builders now face the unexpected prospect 
of plain sailing in the 1990s. Over the next 
decade, the world’s aging tanker fleet needs 
to be replaced, promising a boom in orders. 
Even better, the South Koreans, scourge of 
Japan’s shipbuilders, have to a large extent 
been tamed. 

The fact that Japan’s shipbuilders have 

‘en survived to enjoy the approaching 
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good times is due to two government-spon- 
sored cartels in the 1980s which helped 
them prop up prices while cutting the com- 
bined capacity of their yards from 9.8m 
gross tons in 1980 to 4.6m gross tons in 
1988. In the most recent contraction, some 
44 Japanese shipbuilding companies were 
banded together into eight groups. Japan’s 
latest shipbuilding cartel was wound up 
three months ago. Now something even co- 
sier has taken its place. 

The Japanese government has shared 
with the South Korean government Japa- 
nese plans for closing yards and restricting 
output. In exchange, South Korean ship- 
builders have abandoned the cut-throat 
pricing policies that wreaked so much havoc 
on the Japanese industry and reduced Ja- 
pan’s share of the shipbuilding market from 
57% in 1984 to less than 38% in 1988. One 


informal arrangement ы lets order. 
new ships be haw celled out among aot j 
Japanese yards but South Korean o 
well. This locks disturbingly like ca llusios 

Industry-watchers point to Russia’ 
der for six bulk carriers, which retê 
cropped up on the books of Hyundai H. 
Industries of South Korea, The Russians s 
they were led to believe that J а y 
would be making competitive bids for t 
order, The Japanese press even claimed 
Ishikawajima-Harima Heavy Industries 4 
clinched the deal. In the event, the Japane 
shipbuilders gave the Russians the 
shoulder. Odd, say Soviet shipping autho 
ties, when all three of Japan's biggest sh 
builders are going to be less busy next 
than this. 

Not really so odd. Japan's їр шї 
are opting to keep their yards free for ani 
pected spate of orders for much more luci 
tive supertankers (known as very large ere 
carriers or VLCCs). "Why tie upa buil 
dock for four months with a Y3 billion ord 
when, within a couple of months’ time, t 
same dock could be constructing а Y10 t 
lion vice or a ¥5 billion container sb 
asks Mr Bruce Roscoe, an analyst wi 
S.G. Warburg Securities in Tokyo. 

Supertanker prices have started risi 
briskly, jumping some 1596 thís vear and & 
pected to do the same next year. Two 
sons lie behind the spurt in prices. One 
that cut-throat competition from South Ko- 
rea is drying up. Strikes have sent South 
rean wage costs spiralling, the price of st 
from privatised mills has climbed and th 
South Korean currency has appreciated: 

The other reason that ship prices ger. 
ally are going steadily up is that half of tb 
world's fleet (some 400m den tons) is t: 
than 15 years old and will have te” 
scrapped within seven years, Tankers are 1 
the sorriest state of repair. With environ 
mental pressures stronger than ever, lea 
old ships are no longer welcome in man’ 
harbours. Legislation has been proposed i 
Washington that would banish oil tank 
without double bottoms from Ameri 
ports. Experts reckon that some 130m ип 
tons of tankers will have to be replace 
That will set fleet operators back a stage 
ing ¥14 trillion (around $100 billion), Bu 
ing more than half the world's to 

nage, Japanese yards reckon 
tanker replacement a 
O could bring them asmi 
oe” Y] trillion а year ducti 
COSS q990s | 
Meanwhile 
Kawasaki and mi have be 
happy to hand smaller contracts: 
their Korean rivals. In the all-important sü 
pertanker market, lapanese shipbuilde 
now have a commanding 54% share. Ihe t 
South Korean rivals have less than 5%. 
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IE most depressing fact 
_ Ж about the decades-long eco- 
nomic failure of black (ie, sub-Sa- 
haran) Africa is not that the re- 
n has made so little progress, 
but that matters have been grow- 
ing steadily worse. Broadly, in- 
comes per head rose in the 
1960s, flattened off in the 1970s, 
and fell in the 1980s. 
. Many African countries seem 
о be trapped. As their econo- 
mies shrink, their capacity to re- 
со lost ground diminishes 
too. For lack of resources, gov- 
ernments are forced to spend less 
on education, health care and 
toads. Standards of nutrition 
{and fitness for work) fall. Over 
the next 30 years the rest of the 
vorld—including virtually every 
eloping country outside Af- 

will grow richer. But it 
ns all too easy to imagine an 
ica as dirt-poor in 2020 as it 
was in 1989. 

et Africa is remarkably di- 
e. Nigeria has a population 

han 100m; nine of the 
on's other countries have 
than Im people each. In 
bia the urban population is 
o of the total, in Botswana 
and in Burkina Faso 796. 
The region's climatic zones en- 
[ deserts (Mauritania, 

P and rainforests (Congo, 
neroun) Some countries 

rich deposits of minerals 
swana, Zaire) or oil (Gabon, 
ia). Incomes per head vary 
by a factor of 20, from Ethiopia's 
$130 to Gabon's $2,700. 
А handful of countries—Bo- 
a, Cameroun, Congo, Ga- 
Kenya, Lesotho, Mauritius, 
S lles—have seen substan- 
tial improvements in living stan- 
dards over the past 30 years 
(ch art 1). At the other extreme, 
the World Bank has had to re- 
ify six African countries in 
past decade from “middle-in- 


" to "low-income" status: 





















atorial Guinea, Ghana, Libe- 

*Sub aharan Africa: From Crisis to Sus- 

tainable Growth. Our economics editor, 

Cliv Crook, helped to edit the report. 
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The bleak continent 


the early 1960s incomes per head in black Africa have 
g own by a pitiful 0.6% a year. The region's 450m people pro- 
duce roughly as much as Belgium’s 10m. The World Bank has just 
eleased a study of Africa's plight*. Is stagnation inevitable? 


ria, Nigeria, Sao Tome and Prin- 
cipe, and Zambia. 

Despite these and many other 
differences, che region as a whole 
has lagged behind. Compared 
with South Asia (Bangladesh, 
Bhutan, Burma, India, Maldives, 
Nepal, Pakistan and Sri Lanka), 
a comparably wretched region, 

rica's poor performance is all 
the more striking. What has 
gone wrong? 


Farmer, farmer 


In much of Africa the key to a 
tolerable quality of life is agricul- 
ture. In the 1960s farm produc- 
tion went up by nearly 396 a year, 
and so roughly kept pace with 
the population. Between 1970 
and 1985 farm output grew at 
roughly half that rate, while the 
population carried on growing as 
before (chart 2 on next page). 
Droughts in 1972-73 and 1983- 
84 were partly to blame. But a 
bigger cause was the develop- 
ment strategy adopted by many 
post-colonial governments. 

The newly independent АЁ 
rica wanted to industrialise in a 
hurry. Governments neglected 
agriculture—and worse. They 
encouraged investment and 
workers to go to the towns. And 
they became monopoly buyers of 
farm produce, paying less-than- 
world-market prices. That was, 
in effect, a tax; governments 
used it to subsidise new indus- 
tries, to finance often misguided 
public-investment projects, and 
to pay the public-sector payroll. 

Slow growth in farm output 
held back farm exports. In turn 
this led to a chronic lack of for- 
eign exchange, so Africa began 
to accumulate foreign debt. Af- 
ter the mid-1970s, when reve- 
nues from agricultural exports 
stopped growing and in many 
countries fell, the problem be- 
came acute. 

This setback has often been 
wrongly blamed on falling world 
prices. The poorest countries in 
Africa did suffer a protracted de- 
cline in their terms of trade (the 
ratio of export prices to import 


ER. tu muc 











































prices) after 1975. But the terms 
of trade for the region as a whole 
were higher in the early 1980s 
than in the 1960s (chart 3). The 
collapse in Africa's export reve- 
nues was therefore due not 
mainly to falling prices, which 
are set in world markets, but to 
falling volumes, which are de- 
cided in the domestic economy 
(chart 4). 

Between 1970 and 1985 Afri- 
ca's share of the world market 
for non-oil primary exports fell 
from 796 to 496. If the region had 
maintained that 7% share (an 
unambitious goal), its exports in 
the late 1980s would have been 
$10 billion a year more than they 
actually were. 

If Africa had managed to 
industrialise, even at the expense 
of wrecking its agriculture, its 
anti-farming strategy might have 
made sense. But Africa did not 
industrialise. Manufacturing 
grew quickly in the early 1960s, 
but then slowed to roughly the 
same growth as total GDP. Min- 
eral production grew about as 
slowly as farm output. Oil pro- 
duction grew faster—but only a 
few countries (Angola, Camer- 
oun, Congo, Gabon and Nige- 
ria) benefited from that. 

As a result, man 
still represents only 1196 of the 
region's economic activity (com- 
pared with 996 in 1965). "Other 
industries" (including mining, 





oil, construction and so on) 
make up another 1796. Farming 
accounts for 3396, and services 
(including a large chunk of the 
public sector) for 4096. 

Africa's economic failure is 
not confined to any particular 
part of the economy. One idea 
captures what has gone wrong in 
every sector: distorted prices. 
Distorted vision 
A key price for any economy is 
the price of foreign exchange (ie, 
the exchange rate). Even in 
economies that are relativ 
closed to foreign trade, the ex- 
change rate guides many deci- 
sions about what to consume or 
produce. For example, should a 
farmer grow crops for his own 
consumption or cash crops for 
export? The answer will depend 
largely on the exchange rate. 

Many African countries saw 
their currencies appreciate in 
real terms after the mid-1970s 
(chart 5). Inflation pushed up 
domestic prices, and currencies 
were not devalued to compen- 
sate. Currencies thus 
badly "overvalued"—their pur- 
chasing power abroad (con- 
verted at the official exchange 
rate) was far greater than at 
home. 

Overvaluation obliges the 
government to ration foreign ex- 
change, and black markets for 
currency spring up. Producing 
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for export is penalised. When 
the proceeds of export sales are 
converted from foreign to local 
money, the distorted exchange 
rate steals much of their value. 

Overvaluation was caused by 
inflation, and inflation by bud- 
get deficits. In 1986 Africa’s pub- 
lic spending was 27% of ом. 
That is low by rich-country stan- 

rds (public spending in Amer- 

is 3796 of GNr, in Britain 
46%), but it is higher than the 
average for poor countries out- 
side Africa (1996). 

It was money badly spent. The 
World Bank talks of "countless 
examples of badly chosen and 
poorly designed public invest- 
ments’’—and owns up to partici- 
pating in many of them. A study 
in 1987 found that half of the ru- 
ral-development projects fi- 
nanced by the Bank in Africa 
had failed. They include a ce- 
ment plant serving Ivory Coast, 
Ghana and Togo that had to be 
shut down within four years, and 
a state-run shoe factory in Tanza- 
nia that had never worked at 
more than 25% of its capacity. 

Governments were not merely 
incompetent economic manag- 
ers, they were also in many in- 

nces corrupt. Bribes became 

ct of the cost of doing busi- 
ness. Many countries saw their 
colonial judicial systems break 
down after independence. Aside 
from the harm done to civil lib- 
erties, this added to the cost of 
doing business. Without a sound 
legal system, contracts become 
difficult to enforce. This creates 
risk, and risk is an extra cost. 





With all these difficulties, it 
would be unsurprising if Africa 
had invested next to nothing in 
its future. In fact, its investment 
was more than 20% of GDP in the 
1970s. That was roughly the 
same as the investment rate of 
South Asia, an area which on av- 
erage is a bit poorer even than 
black Africa. In the 1980s Afri- 
ca’s investment slumped to 15% 
of GDP, while South Asia's rose 
to 23% (chart 6). 

The quantity of investment, 
though important, is far less so 
than the quality of investment. 
This is the core of Africa’s eco- 
nomic malaise. In the 1980s Afri- 
ca's rate of return on investment 
collapsed to just 22%; South 
Asia's was 2296 (chart 7). 
Drought is not the reason: its ef- 
fects on output in the 1980s were 
no greater than in the 1970s. 
The reason is low productivity: 
smaller crop yields, higher costs, 
and lower rates of capacity 
utilisation. 


Less is more 

Combine Africa's rapid popula- 
tion growth (chart 8) with this 
inability to squeeze adequate re- 
turns from its investment and 
you have, more or less, the full 
story of falling incomes in the 
1980s (chart 9). Again, note the 
contrast with South Asia, where 
incomes per head carried on ris- 
ing. This refutes the idea that 
poverty is largely self-perpetuat- 
ing. Africa and South Asia are 
the world's two poorest regions: 
one has grown poorer, the other 
less poor. 


If this diagnosis is broadly cor- 
rect, the answers to Africa's 
problems are not hard to see— 
though they may be hard to put 


into effect. The Bank's new 
study makes many detailed sug- 
gestions. Some are aimed at 
northern aid donors. But success 
or failure rests with Africa's gov- 
ernments, so most of the guid- 
ance is aimed at them. It boils 
down to this: take on different 
tasks, far fewer of them, and do 
them better. 

The Bank urges governments 
to try to foster an "enabling 
environment" for enterprise. 
This has several aspects, but 
above all it means restoring in- 
centives for efficient production. 

To that end, governments 
should intervene much less, let 
prices move freely to act as sig- 
nals for resource allocation, and 
keep their exchange rates com- 
petitive. They should reorder 
their priorities for spending, de- 
voting fewer resources to main- 
taining overstaffed public agen- 
cies, and more to primary 
education and health care. Over- 
all, they should match spending 
to available revenues, and thus 
avoid inflationary methods of 
public finance (ie, resort to the 
printing press) They should 
clarify their legal codes, and en- 
force them. 

Is there any sign that Africa's 
governments might respond? 


The Bank's study points to a 
change in attitudes in many 
countries. Africa's leaders have 
begun to accept that their earlier 
strategies for development were 





ill-conceived, and that the state's 
role in the economy needs to be 
redefined. In the past two or 
three years, policies have begun 
to reflect this change—often, un- 
fortunately, because economies 
had by then sunk so low that 
there seemed to be no alternative 
but to try a new approach. 

Since the early 1980s about 
half of the countries in black АЁ 
rica have undertaken economic- 
adjustment programs. To begin 
with, these were mainly short- 
term stabilisation plans. Some of 
them have since evolved into 
more far-reaching reform pro- 
grammes. It is too early for firm 
conclusions, but the results so 
far are encouraging. 

Many countries have brought 
their exchange rates better into 
line with domestic prices, revers- 
ing the overvaluation of the pre- 
vious decade (chart 5). The re- 
gion's GpP grew by 2.196 a year 
during 1985-88, after falling 
1.296 a year during 1981-84. 
Farm output was almost static in 
the first four years of the 1980s, 
but then rose sharply. And the 
region's share of world (non-oil) 
exports has crept up every year 
since 1984—admittedly from an 
extremely low base. 

These recent advances are too 
small as yet to have made any ap- 
preciable dent in northern preju- 
dices about Africa, or to have 
done much to make Africans 
themselves feel noticeably better 
off. But they are a first confirma- 
tion that the region is not a 
hopeless case after all. 








Its easy to see why Irafalgar House 
is structurally sound. 
Just look at some e ofi its foundations. 





1989 Results Record turnover and operating profits from 
Operating profit the three divisions 

Property and Turnover up 21% to £3:2 billion 

investment 

Construction and Successful demerger of oil and gas interests 


engineering R 
Balanced and exciting property programme 


Shipping and hotels 2: 
Profit before tax ; +18% Construction and engineering orders up 50% 


Ordinary dividend > iis Shipping and hotels achieve record 
Earnings per share +17% occupancy and bookings levels. 





TRAFALGAR HOUSE 
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88 THE ECONOMIST DECEMBER 9 1989 





fetter? 
жна» 
ажаан к, 
жа а 
КИ 





The once-welcome properties 
of America’s banks 


NEW YORK 


MERICAN bankers now fretting over 
А their lending to leveraged buy-outs 
(LBOs) may be looking in the wrong direc- 
tion. Plunging commercial-property prices 
across America could prove a greater danger 
for banks than their lending to the third 
world and to leveraged buy-outs put to- 
gether. And, as in Texas during the oil-in- 
duced slump of the late 1980s, distressed 
les of banks across the country will pro- 
.. dea cheap entry ticket for out-of-state and 
‘foreign banks to some of the world's most 
lucrative banking markets. 

McKinsey, a management consultancy, 
estimates that America’s banks have some 
$150 billion. outstanding in LBO loans; the 
amount of their third-world debt still unpro- 
vided-for is about $60 billion. Compare this 
total exposure of $210 billion with the $350 
billion out in commercial-property loans— 
equivalent to 370% of American banks’ to- 
tal equity. During the 1980s property loans 
have formed an ever-bigger part of commer- 
cial banks’ loans (see chart). 

Many American property loans now 
look dodgy. Eight years of booming money 

“and an easy economy have studded America 
‘with pristine office blocks. The restructur- 
ing of rust-belt industries in the late 1980s 
has left companies with slimmer head offices 
in need of less space. The service businesses 
‘that might have taken the office space— 
firms of stockbrokers, insurers, advertisers 
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and distributors—have been mauled over 
the past two years. 

America's commercial-property blight 
has spread from a handful of spots in the oil 
belt, such as Texas and Oklahoma, to some 
of America’s most prosperous townships. A 
dozen big cities are in mid-slump, including 
Phoenix, Boston and, soon, Los Angeles. 
Vacancy rates in Los Angeles are almost 
19%, compared with 10% five years ago. In 
Boston vacancy rates have risen from 10% 
in 1985 to 14% now; in Phoenix the rate has 
increased from 18% to 28%. 

In New England even sober banks have 
gone crazy. Between 1984 and 1988 com- 
mercial-property loans re- 
ported to the Boston Federal 
Reserve Bank increased at an 
annual average of 31.9%, ac- 
cording to Mr Charles Pea- 
body, at Kidder Peabody. This 
compares with a national av- 
erage during the same period 
of 13.2%. 

Unsurprising, then, that 
one of the region’s biggest 
banks, the Bank of New Eng- 
land, at the end of the third 
quarter reported a 35% jump 
in non-performing loans, to 
$900m. The bank has admit- 
ted it will post a "substantial" 
loss for. the fourth quarter, 








even after earning $110m-from selling mi 
of its leasing operations. The starchy Ba 
of Boston is also troubled by property, | 
made a big third-quarter provision, and th 
head of its property group resigned. 

Boston is not unique. The second a 
third-fastest-growing areas for proi 
lending in 1984-88 were those around N 
York City (up an average 27.3% a year) ài 
Atlanta (up 23% a year), Both these. pray 
erty markets are now soft. Arizona's pre 
erty market is even mushier. The state's b 
gest bank, Valley National, has 18% of 
property portfolio classified as noi 
performing. 

Despite these warning signs, properti 
lending—in the shape of commercial mon 
gages, construction loans or, riskiest of | 
land loans—is still not considered by m 
bankers as the biggest problem. Since t 
near-collapse of America's $200 ЫШ 
junk-bond marker with the failure of th 
United Airlines refinancing in October, 
has become fashionable to worry my 
about LBO lending. 

True, many of the banks’ Lac loan 
set to turn nasty in an economic downt 
Yet not only is LBO lending a smaller p 
tion than property lending of banks 
loans, it is also safer, There are three rea: 
for this: banks are usually the senior de 
holders in leveraged transactions, ardt 
loans ate secured against the most ed: 
cashable assets; their risk is diversi 
through a range of companies and ind 
tries with usually enough cash flow to: 
vice at least part of the debt; and, final 
banks are paid big fees when they com 
their money, so they get at least somethi 
out of each deal up front. Advancing mor 
against raw land or a half-built building i 
starker prospect. 

Property's growing credit problems.eati 
not be separated from the $300 billion sa 
ings-and-loan (thrift) dieas 
The deregulation of the thr 
industry in the early 1980s 
thrifts compete directly wi 
banks in commercial-proy 
lending. With their depos 
federally-insured, thrifts 
indulge in wild property 
vestments. Banks had to 
low suit, lending on ris 
terms, if they were nott 
undercut. The resulta big 
part of the banks’ curr 
mess, and more trouble 
come. More than $100 bill 
of dud properties, in the c. 
of the new Resolution T: 
Corporation, аге overhang кя 
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the market. 
Given the scale of the recent overbuild- 

` ing, argues Mr Lowell Bryan of McKinsey, 
` banks with suspect property portfolios 
` should own up to their problems and de- 
clare their bad loans to be non-performing. 
The mistake, repeated many times in Texas 

` in the mid-1980s, is for banks to keep lend- 

_ ing to developers in order for developers to 

keep paying banks interest. They hoped, in 
а Micawberish sort of way, for something to 
turn up: such as a property-buyer. When 
none did, the Texas banks' write-offs broke 
ї em. 

E Taking a firm line has a high cost for 
. banks, for it will hurt their profitability. 
America’s banks have been earning a handy 

$15 billion a year in interest from the $500 





Drexel Burnham Lambert asks for more 


Whacked 


NEW YORK 


T HAS been a brutal year for Drexel 

Burnham Lambert, the house built on 
the junk-bond skills of the now-disgraced 
Mr Michael Milken. In the first ten months 
of 1989 Drexel lost $136.9m, before a provi- 
sion for a tax credit. It is on course for its 
second consecutive year of loss-making: a 
mighty fall from the halcyon days of 1986, 
when Drexel made $1.1 billion before taxes. 
Then, 7096 of the profits came from Mr 
Milken's junk-bond office in Beverly Hills, 
California. 

Drexel's financial troubles are affecting 
Groupe Bruxelles Lambert (GBL), a Belgian 
holding company controlled by Mr Albert 
Frére, a steel magnate, which owns, among 
other things, Radio Luxembourg and a 
stake in Banque Bruxelles Lambert. Its stake 
in Drexel was formerly 2596. That has now 
jumped to 4596, because many of Drexel's 
managing directors cashed in their shares in 


the firm after the Milken scandal and after 


<Q the sale of Drexel’s chain of private-client 





billion lent to finance commercial-property 
{ and LBOs. This is a sizeable chunk of 
“the industry's total earnings, which between 
1986 and 1988 have averaged roughly $25 
- billion a year before tax, excluding special 
items such as provisions against dodgy third- 
vorld debts. 
` The plight of Texas banks attracted a 
host of predatory rivals. The best deals were 
done with bust banks. Obligingly, the Fed- 
al Deposit Insurance Corporation (FDIC) 
toc ok over most of the dud loans, leaving the 
buyer with a clean bank. Banks that did 
deals without the FDIC safety net either 
` ended in disaster (eg, the merger between 
Republic Bank and InterFirst, which 
ended in bankruptcy a year later) or drained 
the buyers (eg, Chemical Bank’s purchase of 
Texas Commerce). 
The scope of the present difficulties— 
id the experience the FDIC gained in 
Boo mean that the authorities cannot be 
аз generous. Potential buyers of banks, such 
s the Japanese or the Europeans, will make 
ea that dump the troubled banks’ exist- 
ing shareholders with the bulk of the dud 
- loans. Increasingly, banks with strong bal- 
ance sheets will take over their weaker 
American brethren which lack the earning 
to build the computer systems vital 
r the 1990s. This natural consolidation 
ўач not be by way of hostile takeovers; it will 
be in response to pleas for help born of 
= desperation. 
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stockbrokers. 

Now GBL, which has six seats on the 24- 
member Drexel board, has been asked to dig 
in its pockets and come up with enough cash 
to help Drexel ward off a lowering of its 
credit rating. Mr James Balog, once a Drexel 
vice-chairman and now chairman of Lam- 
bert Bruxelles Capital Corporation, GBL's 
American subsidiary, which holds the stake 
in Drexel, says: "Drexel has presented a fi- 
nancial plan to the board and we are review- 
ing that plan to take the appropriate course 
of action." On December 4th, when GBL 
broke off talks with Drexel, that "appropri- 
ate course of action” seemed to be to wash 
its hands of Drexel. 

Once upon a time GBL’s stake in Drexel 
was marvellous for the Belgians. The late 
Baron Leon Lambert, the group's former 
chairman, invested a mere $40m in 
Drexel—starting with a stake in a research 
broker, William D. Witter, that became part 
of Drexel in 1976. The baron looked on 
gratefully as Mr Milken racked up the prof- 
its for Drexel. Groupe Bruxelles Lambert 
still gives its stake in Drexel a robust book 
value of $371m. 

Although Baron Lambert sold back to 
Drexel 6% of GBL’s stake in 1984 in return 
for $12.5m a year for the next eight years, he 
thought Drexel would go on minting 
money. The baron was so confident that, in- 
stead of receiving dividends on the remain- 
ing shares, GBL preferred to leave its money 
in Drexel. It "equity-accounted" Drexel’s 
profits into its own—ie, GBL assumed it was 
receiving a proportion of Drexel's net prof- 
its equal to its share of the equity—and 
hoped the capital gain on its stake would 








keep clocking up. 

With hindsight, the Belgians must wince 
at the comparison between their deal with 
Drexel and the one made by Mr Warren 
Buffett, a Midwestern investor, with Salo- 
mon Brothers, another investment bank. 
Mr Buffett has his stake in the form of high- 
yielding Salomon Brothers' preferred stock, 
which pays him 996. The future value of the 
Belgians' stake looks set to dwindle unless 
Drexel can pull itself together. Clearly, the 
loss of Mr Milken, the disarray in the junk- 
bond market and the shortage of new deals 
to launch into the market have dented 
Drexel's prospects. 

Drexel has been forced to take soi 
radical steps to raise more capital. The co 
pany is withholding more than $100m of Mr 
Milken's 1988 salary, which was promised 
to the indicted financier after protracted ne-- 
gotiations and the threat of legal action. 
Moreover, having promised to pay all the le- 
gal expenses for Mr Milken as well as other 
defendants in the government's case, Drexel 
has now placed a ceiling on Mr Milken's le- 
gal costs of just over $1m a month. Drexel's 
own legal expenses in connection with the 
scandal have been vast. They amounted to 
$105m during the first ten months of 1989 
alone. 

To raise the $150m in capital that 
Drexel needs to sustain its credit rating, the 
firm is telling all its employees paid more 
than $200,000 to take part of their com- 
pensation in stock rather than cash. The 
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The big Ja 
warrants. o 









ney-spinner, it is difficult to 
at the Japanese equity-warrant 
rapid rise in the value of 
‘om $20 billion in 1987 to 
т ап $70 billion so far this year, has 
made big money for the four leading Japa- 
nese securities houses, Nomura, Daiwa, 
«Nikko and Yamaichi. 
^ An equity warrant is usually attached 
to a Eurobond, which pays a fixed rate of 
interest. The warrant gives the investor 
-the right to buy a fixed amount of stock in 
the issuing company at a pre-determined 
price, for a set period, typically four years. 
In return for this long-dated option, the 
“investor accepts a lower interest rate on 
“the bond part of the package. 
















| Japan’s equity-warrant bonanza 


anese securities houses are making huge profits from equity 
long can their oligopoly last? 
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close to $2 billion in the six months to 
September. The equity-warrant business 
accounts for something like 25% of the 
their pre-tax profits. The money has come 
at a welcome time: revenues from trading 


Japanese shares and bonds has slumped. 


That is partly because volumes have 
fallen, and partly because the big four’s 
market share has slipped. 

The money the big four earn from the 
equity-warrant business provides a useful 
veil to cover these blemishes. But it is one 





The big four Japanese securities 
houses have the primary market in 
Japanese equity warrants wrapped 
up: they organise 9796 of the issues. 
Underwriting fees have netted 
them $500m so far this year. But 
they are able to make almost twice 
as much as that from the fastest- 
growing part of the warrant busi- 
ness: the secondary market in the 
paper. 

The latest unconsolidated fig- 
ures (ie, not including revenue 








September show that the big four's 
earnings from the secondary mar- 
ket in warrants rose to $979m, 
from $530m in the comparable pe- 
riod a year earlier. Part of that 85% 
increase is due to the surge in the 
volume of new issues; some of it is 
" due to the market's drift from Lon- 
don to Tokyo. Previously the securities 
firms would have booked more of their 
warrant profits in London. 

Of the big four, Nomura recorded the 
biggest rise for the period: its earnings 
from equity-warrant bond trading rose by 
8996, to $510m. Some of this money was 
made from straightforward buying and 
selling of the paper. But Nomura, like its 
fellow Japanese securities houses, is not a 
hyperactive warrants trader. The big four 
tend to leave that sort of thing to foreign 
brokerage houses such as Baring Securi- 

"ties and Morgan Stanley. They prefer to 
sit on the warrant bonds they have under- 
written, detach the warrants and then sell 
these at a fat profit to Japanese investors. 

The revenue from new issues, second- 
ary-market selling and trading in London 
and Tokyo and re-packaging the fixed- 
rate bonds probably earned the big four 































Dollar Eurobonds 

with warrants 

sued by Japanese companies, 
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from overseas offices) for March- | 
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ministry relaxed a couple of unofficial 
regulations. One change was to stop | 
classifying equity-warrant issues as hybrid: 
bonds, which had forced borrowers to p 
unattractively high interest rates on the 
bonds attached to the warrants. Now, 
even after an issuer in Tokyo has paid з. 
bank for the needless duty of commission 
ing the deal, a top-class Japanese company 
could launch a domestic equity ; 
deal which would cost it about 0.59% an 
issue. The same company would have to 
pay 1'4-2% in the Euromarkets (aft 
swaps). 

The finance ministry has also allowed 
warrants to be split frora the bonds more — 
quickly. This has increased demand fro: 
investors who are not interested in buyin 
the bonds. In April Daiei, a big supermar- 
ket chain, made the first such issue 
since 1987. In September Daihatsu 
à caf company associated wi 
Toyota, made an issue. In early No- 
vember Nippon Seiko and NTN 
Toyo Bearing, two ball-bearing 
companies, launched an issue each. 

The finance ministry is fighting 
hard to wrench secondary-mark 
trading back to Tokyo. It told for- 
eign and domestic houses that it 
wanted more transparency in the | 
secondary market and insisted that 
market-makers display firm prices 
on their screens. This insistence on 
things being above-board has en- 
couraged a sharp rise in the nume. 
ber of issues in which markets are” 
made in Tokyo. Nomura has ine 






































































creased its market-making from 20 











they may not be able to hide behind for 
much longer. The finance ministry is de- 
termined to pull the market back to To- 
kyo. As all the warrants are on Japanese 
companies, it wants the power to regulate 
the market. It also has its eyes on the un- 
taxed profits which the big Japanese se- 
curities houses are making in London but 
not repatriating. 


Carrots to come home 


Throughout the year the finance ministry 
has been keen to get Japanese companies 
to make yen-denominated equity-warrant 
bond issues. The problem for the ministry 
is that the total cost of issuing debt with 
equity warrants in the Euromarkets and 
then swapping the proceeds into yen has 
been cheaper than issuing debt-in Tokyo. 

Luckily for the government, this is 
changing. Earlier this year the finance 
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issues to about 200; Baring Securi- 
ties has gone from ten issues to 
more than 100. 

The finance ministry's aim of repatri- © | 
ating Japanese issuers from London's 
Euromarkets is worrying Japanese securi 
ties houses. It would subject their off 
shore profits to a 60% tax and mean more 
competition for the business. Many smal 











i 
er Japanese securities houses without Lon 
don subsidiaries would quickly move in 
the market. 7 
The deregulation of the banking авй. 
securities markets in the next couple o 
years would introduce even more compe: 
tition. It is scant consolation for the s 
curities firms that this might come att 
wrong moment for the interlopers. IF: 
traded-options market takes hold in Japan 
early in the 1990s, and if Tokyo's boom- 
ing stockmarket eventually takes its long- 
predicted tumble— well, then , by the time 
the banks are ready, there might be little 
left to fight over. i 
































































FINANCE 


_ company has also just fired a tenth of its cor- 

porate-finance directors and another 40 em- 
_ployees in Beverly Hills and New York. 

—. Drexel still has a dominant position in 

` the high-yield bond business, which it hopes 
will recover in 1990. It also owns sizeable 


` West African banking 


OVERNMENTS in Western Europe 
are not the only ones grappling with 
the thorny problems of monetary integra- 
After many years of singing the praises 
of a shared central bank and common cur- 
rency, the seven Francophone states in West 
ica making up the Union Monétaire 
` Ouest Africaine (UMOA) are in dire need of 
" form. 
3 The governments of Benin, Burkina 
Faso, the Ivory Coast, Mali, Niger, Senegal 
and Togo have had a better crack at reduc- 
ing inflation and budget deficits than most 
sta ites in sub-Saharan Africa. Their commer- 
cial bankers have been less prudent, usually 
_ because they have had to do what the politi- 
. cians wanted. 
— The bad debts held by the banks are es- 
timated by the World Bank at more than $3 
billion, or about one-third of their total as- 
sets. In Benin the banking system, which 
p of three stat , is po- 
y described in an official study as "illi- 
quid”: : the less polite meaning is that around 
hirds of their loan book is made up of 
orming assets. story is a simi- 
, if less dramatic, one elsewhere in the 
"monetary union. 
E. Throughout the region, governments 
| have been all too ready to put politics before 
economic efficiency. They have interfered in 
` the allocation of credit by requiring the 
| banks to make crop loans, finance agricul- 
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A strained sort of union 
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stakes in a host of private leveraged-buyouts 
(such as RJR Nabisco) that it is trying to sell. 
If some of these deals show capital gains, 
they could help to offset the 1989 losses. 
However, without Mr Milken, the rebuild- 
ing will be tough. 








tural stockpiles, and lend to uncreditworthy 
enterprises, especially state-owned ones. 
Virtually all the specialised development 
banks, originally set up to make loans on 
soft terms to small businesses, have since 
failed. Politically well-connected individuals 
and organisations have simply refused to re- 
pay the banks. As for governments, they 
have financed their deficits partly by build- 
ing up arrears to their suppliers and contrac- 
tors, who have turned into bad banking 
risks as a result. 

Monetary reform will be a Herculean 
task, made all the more difficult by the press- 
ing need to get agreement from the seven 
Francophone governments, the French fi- 
nance ministry (the most important actor in 
the script), the 1МЕ and World Bank, and 
those international banks with operations 
in the West African region. At the outset, 
the governments must agree to reduce the 
number of banks, the number of bank em- 
ployees and the degree of government own- 
ership of—and interference in—the bank- 
ing system. 

Restoring the mangled balance sheets of 
the banks will need considerable foreign 
aid—at least $1 billion in Senegal alone and 
probably well over $4 billion for the seven 
countries as a whole. Because the largest 
debts and the highest ratios of non-perform- 
ing assets are found in the government- 
owned banks, taxpayers and aid agencies 


Е $ j ще 


4 





will be called upon to bear the financial 
brunt of restructuring. 

This would be a difficult enough task in 
a group of strong and healthy economies; 
five of the UMOA seven have incomes of 
$300 a head or less. Most have been under 
constant surveillance by the Fund and the 
World Bank during the 1980s. All seven 
countries are members of the CFA franc 
zone. For some 40 years the CFA franc has 
been freely convertible with the French 
franc at the fixed rate of CFA 50 to the franc. 
That is far too high. 

In the early 1980s, when the franc fell 
sharply against the dollar, CFA countries 
maintained or even improved their competi- 
tiveness. But the CFA franc is now a third 
higher against the dollar than it was in 1985. 
With the slump in oil, coffee and cocoa 
prices, the economic decline of the Ivory 
Coast, once the darling of the Washington- 
based multilateral lenders and the stron 
economy within UMOA, has been woe 
CFA devaluation has therefore become 
essential. 

This sensitive topic will come under the 
spotlight this month, when the problems of 
rethinking monetary integration in UMOA 
will be debated at a meeting called by the 
French government. Most of UMOA’s diffi- 
culties are the result of poor decision-mak- 
ing by member governments and individual 
banks, rather than any inherent weaknesses 
in the monetary union itself. Yet banking re- 
forms and economic restructuring are not 
going to work without a heavy devaluation 
of the CFA franc. There are 14 African coun- 
tries that belong to the CFA zone, so agree- 
ment on currency realignment will not be 
that easy. 





Italy's stockmarket 


Three in one 


OOK at Italy’s three big financial weak- 
nesses. lt a feeble stockmarket. It 
has a poorly capitalised and politically domi- 
nated banking system. And its government 
has too much debt. Next year the govern- 
ment has a chance to do something about 
each of those problems in one swoop. By 
dithering, it may lose its chance. 

The government should begin with an 
offer for sale of three commercial banks— 
Credito Italiano, Banca Commerciale Ital- 
iana and Banco di Roma—owned by a gov- 
ernment holding company, IRI. A small 
number of shares in these banks is already 
listed on the stockmarket. The imaginative 
next move would be for the government to 
take payment for the banks not in cash, but 
in maturing government bonds. Next year 
around 110 trillion lire ($66 billion) of gov- 
ernment bonds come up for repayment. If 
the government did not have to replace say, 
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Our most important passenger benefits 
are the ones you never see. 


McCANN-ERICKSON 


We know ourselves. And you 
know that we take the main 
tenance of our aircraft very 
seriously. For our methods of 
testing, as well as our check 
ing and service regulations 
rank among the strictest in the 
world, But that’s not all, we're 
also intolerant towards the 
smallest exception to the rule 
Throughout the world, the trait 
ing we give our mechanics, 
technicians and engineers is 
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The availability of 1111, mn 
hotel facilities downstairs A | | М | 





s Wi 136 furnished and serviced suites conveniently located on the 14 floors above 
The Atrium offers the Marriot Hote 


1 а Wi Owned and managed by Swire Properties Limited 
a | | 9 As many as 10 different designs with sizes ranging from studios of 606 sq. ft. 
an unp ar e e to spacious duplexes of 3,388 sq. ft. 

Wi Completely furnished and fully equipped with cutlery, crockery, linen and 


range of services sees vin таа 


Wi Centrally airconditioned for year-round comfort 
and f e ature S: W Magnificent harbour views 
™ Complete daily maid service 
Wi Security system with sophisticated equipment and well-trained staff 
™ Marriott Hotel's swimming pool, health club, business centre, restaurants and 
room service conveniently available at special discounts 





Ege information, please сома: ™ Easy access to transport services and within walking distance of the rest of 
Mr. Eddie Wong 5-8046063 Miss Tuzie Cheung 5-8443868 Central District and Wanchai 
See cee Min Lerche Glerenijones 5.66006 ** Pacific Place facilities will, on completion, include The Mall, a 800,000 sq. ft. 
pam — shopping complex with eating and entertainment facilities, a car park in the 
OPEN ON SATURDAYS AND SUNDAYS basement, two first class office buildings, luxury apartments and three major hotels 
( TEL: 5-8046063) 8 Immediate Occupation 
I Rents starting from HK$19,600/month are inclusive of 
government rates d 
SWIRE PROPERTIES LIMITED AVAILABLE FROM THREE MONTH TO TWO YEAR LEASES 


3303, One Pacific Place, 88 Queensway, Hong Kong. 
Telephone: 5-8443888, Telex: HX74217, Fax: 58101547 VIEWING BY APPOINTMENT ONLY 














% of these bonds with new ones, it could 
tart to reduce the interest payments it 
makes on its debt. In 1988 interest alone 
cost the Italian government 87.5 trillion lire, 
or 8% of cpp. 

Besides cutting the government's fi- 
nancing requirement, the move would also 
help to wean Italian investors off govern- 
ment bonds and on to equities. The Italian 
stockmarket is capitalised at the equivalent 
of a. mere 1596 of the country’s GDP. The 
equivalent figure for Britain is over 80%. 
The smallness of the Italian stockmarket 
makes it the epitome of an insiders’ market 
(insider trading is not outlawed). 

~ The lack of substantial and impartial in- 
stitutional investors, such as pension funds 
and investment trusts, means that there is 
no -effective lobby for fair treatment for 
shareholders. Over 70% of the shares on the 
Italian market are owned by family-run 
holding companies headed by people such 
§ be Agnellis (Fiat) and Mr Raul Gardini 
; wrerruzzi). As there is scant regulation, fewer 

than a third of share transactions are dealt 

through the stockmarket. 

Anarchy has driven away small inves- 
tors, even though the Italian stockmarket's 
performance has been impressive: share 
prices have trebled in the past five years. Al- 
though bank deposits are the most popular 
form of saving (accounting for 40% of the 
stock of savings), government bonds now 
account for around 30% of household sav- 

` ings. Shares account for only 13% of Ital- 
ians’ assets. Privatising big and stable com- 
panies such. as banks should encourage 
private investors. Once more individuals are 
involved, the stockmarket regulators would 
then have to work for a living. If privatised, 
the three IRI banks would account for 
around one-eighth of the stockmarket's 
capitalisation. 

The main objection to privatising the 
“~e banks is their financial condition. 

ae of them is strongly capitalised, and 
one, Banco di Roma, does not yet have 
enough capital to meet the capital-adequacy 
levels agreed by the Bank for International 
Settlements last year. Then again, the banks 
are not particularly profitable: this year they 
will probably earn returns of less than 1096 
on their equity capital. Still less attractive 
for potential investors is the banks' divi- 
dend yield. The biggest and strongest, Banca 
Commerciale Italiana, yields only 3.8%. 
Government bonds yield 12%. 

Even so, these banks are stronger and 
more profitable than most big Italian ones. 
Banks have also proved to be good invest- 
ments in Italy. Since the end of 1984 they 
have consistently outperformed the rest of 
the stockmarket. The three RI banks should 
do even better in the future, as they are well 
placed to profit from the inevitable banking 
boom when Italians learn to borrow and 
broaden their investments. 








THE ECONOMIST DECEMBER 9 1989 














ER! 
















Latitudinal th 


NTIQUE maps are the art collector’s 

equivalent of penny stocks. Though 
some rare Chinese maps from the 1650s 
raised £150,000 ($240,000) at auction 
last year, a £600 payment would secure 
most of the old maps that come under 
the hammer in London. Just £120 would 
buy a work by one of the famous six- 
teenth-century cartographers such as 
John Speed or the Dutch Blaeu family. 
At a dealer’s gallery, £5,000 would stili 
buy a rare {though incorrect) early eigh- 
teenth-century French map of the Amer- 
icas—one of the last to show California 
as an island. 

While other collectables boomed in 
the 1980s, antique maps languished— 
spent from a run-up in prices in the late 
1970s, when maps were the darlings of 
interior decorators. They are now find- 
ing favour again. Though prices are gen- 
erally no more than a third higher than 
at the beginning of the decade, sought- 
after maps—of the Americas, the world 
and Japan—have doubled in price since 
the start of 1989. 

Auctioneers say fewer maps are com- 
ing onto the market from the collectable 
era of copper-plate printing (roughly 
1550-1820: lithographic printing then 
made maps plentiful and cheap). How- 
ever, the half-dozen London dealers who 
tepresent the core of the international 
trade in old maps also report a level of 
demand not seen for years, both from 
Americans and from new buyers, nota- 
bly companies and the Japanese. 

Map collectors used to have parochial 





inking 





interests: they bought the maps of the 
places they came from. One thing that 
seems to be giving the trade its boost 
now is that international companies ate 
buying for their boardrooms. They are in 
the market for old maps of all the places 
they operate in. One chemicals firm re- 
cently spent its shareholders' cash buy- 
ing 50 maps of various bits of the world 
to brighten up its London office. 

Companies are turning to maps again 
because they are highly decorative (the 
blank bits of oceans and unexplored 
land are often filled with cartouches of 
flora and fauna, imagined as much as . 
real), are dirt cheap compared to fine art, 
and do not risk showing up the chair- 
man's ignorance of art. 

The new buyers from Japan, as befits 
their growing stature, are showing new 
interest in maps of the world. Good anti- 
quarian maps of Japan, their other inter- 
est, are as expensive as they are rare. The 
islands were shut to westerners from th 
early seventeenth to the mid-nineteenth 
centuries. 

It is still early to talk of an investment 
market in old maps. Most collectors do 
not buy maps for the potential return, so 
prices are unlikely to do anything more 
than drift up over the longer term. Bur 
the determined alternative investor: 
could try buying old. East European 
maps. These are just about the cheapest 
antique maps, though political events 
may yet bring them into fashion. At 
worst, they can always be hung next to 
your Imperial Russian railway bonds. 




















































































































































































































shake-up in Scandinavian banking 


OR years Scandinavia’s bankers and in- 
surers have been quietly minding their 
own business on Europe’s northern fringes. 
Not for much longer. A rather belated de- 
regulation forced on them at home by the 
threat of a single EC market has left Nordic 
financiers with little choice but to push out 
the boat for Europe. 

But first, Scandinavia’s banks have 
been strengthening themselves by merging. 
Two of Norway’s biggest institutions, Ber- 
gen Bank and Den norske Creditbank 
(рас), merged in October to form Den 
ke Bank, the country's largest. On No- 
ber 14th it was the turn of Denmark's 
yp two banks, Den Danske Bank and Co- 
nhagen Handelsbank. They will form the 
ion's second-largest bank, with more 
an $41 billion in assets. 

On December 4th three Danish 
ks—Privatbanken, sps and Andels- 
anken—announced a merger to form 
NI BankDanmark, the region's sixth- 
pgest bank, with combined assets of 
8 billion. In Sweden, the country’s 
rgest bank, Skandinaviska. Enskilda 
anken (se Banken), and pKbanken, its 
aller rival, are battling for control of 
ordbanken, a regional bank. 

Behind these mergers lies a lesson 
arnt by Scandinavian governments: 
at mollycoddling their bankers does 
t pay. As a member of the Commu- 
ty, Denmark has no choice but to open 
its market before 1992. Both Norway 
and Sweden are afraid that this will leave 
em further out in the cold; reluctantly, 
еу аге following Denmark. 

- Deregulation will leave tiny Scandi- 
wian banks at the mercy of foreign 
redators. The region's banks are rela- 
ly small (see table). After the recent 
gers, only one, Sweden's Skandinaviska- 
nskilda Banken, makes the world's top 100 
nked by assets. 

-< Danish bankers worry most about size. 
































Pinstriped vikings put to sea 


They fear that the EC's single market will 
make them vulnerable to bids from West 
German giants, like Deutsche Bank. They 
also fear that if negotiations between the EC 
and the European Free Trade Association 
(EFTA) on creating a "European economic 
space" break down, then bankers from EFTA 
nations like Sweden and Norway will snap 
up Danish banks to use as Trojan horses in- 
side the Community. 

There is more to the reshaping of Nor- 
dic banking than fear alone. 
Danish and Norwegian banks 
badly need to cut their costs. 
Denmark has over 70 commer- 
cial banks to serve a population 
of about 5m, while Norway has 
around 30 to serve 4m. Add to 


this another 140-150 savings institutions in 
each country, and the consumer ís spoilt for 
choice. The banks need to prune their 
branch networks, especially as both coun- 
tries’ economies have stagnated over the 
past two years. Mergers are the least painful 
way of thinning networks and cutting costs. 

Norway's banks have suffered badly. Af- 
ter riding an oil boom, the Norwegian econ- 
omy slumped in 1986, when the oil price fell 
to $10 a barrel. That left banks nursing huge 
portfolios of shaky debt—and several oil 
rigs. At the same time, the government re- 
moved generous tax breaks on interest pay- 
ments, so many personal loans turned sour. 
Norwegian banks are still feeling the pinch. 
In the first eight months of this year, the 
country's three biggest institutions, Christi- 


- ania Bank, Bergen Bank and Dnc, ran up es- 


timated losses of over $420m. 
In Denmark, Copenhagen Handels- 
bank has been most troubled. It increased 


























its ‘bad-debt provisions: by nearly 80% in 
1988, to $145m, before its merger with the 
stronger Den Danske Bank. Danish banks 
have also been hit by uneven returns from 
their large bond portfolios, which are 
marked to market only at the end of the 
year. Banks' bond portfolios account for 20- 
3096 of their assets. 

Both the Norwegians and the Danes 
should learn from the Swedes. Swedish 
banks are so efficient that their cost-to-in- 
come ratios are about one-tenth less than 
those of other European and Nordic banks. 
That is one reason why several of the foreign 
banks that set up subsidiaries in Sweden af- 





ter 1986, when restrictions were first lifted, 


have pulled out, including France's 
Banque Nationale de Paris and Fin- 
land's Kansallis-Osake-Pankki. 
Scandinavian insurers are also 
reorganising the region's financial 
services. Skandia, Sweden's bigg 
insurer, has set up a pan-Nordicn j 
work. lt owns the Vesta Group, Nor- 
way's second-largest insurer, and 
Royal Charter, one of Denmark’s 


12^ W smaller companies. lt also has a 10% 
Ы wi? sta! 


ke in Pohjola, Finland’s top insurer. 

Adventurous Danish insurers, like 
Baltica and Hafnia, are starting to com- 
pete with the country’s banks. Using a 
holding company, Baltica has set up a fi- 
nance group that handles loans on any- 
thing from cars to property. Hafnia has 
two specialised banks, one that concen- 
trates on portfolio management and an- 
other that handles capital-markets and 
mergers-and-acquisitions business. 

Denmark’s banks and insurers may 
look likely marriage partners, but a Dan- 
ish version of Allfinanz has yet to ap- 
pear. Instead, the insurance companies 
have become excited by 1992. In July 
Hafnia threw its lot in with Paribas, a 
French banking group. A share sw“ 
gives the French bank 2.4%.of Hafri 
equity. In November Baltica took a 3% stake 
in Compagnie Financiére de Suez, a French 
banking and industrial conglomerate with 
wide interests in insurance. In return, Suez 
took a 2396 stake in Baltica worth DKr4.2 
billion ($606m). 

Where will all these liasons lead? Proba- 
bly to a family of pan-Nordic, super-regional 
banks—which could include an insurer. Mr 
Stephen Lewis, an analyst at Salomon 
Brothers, identifies two in the making. The 
first is the set of shareholdérs in a London- 
based consortium, the Scandinavian Bank 
Group. Its owners include Norway's Bergen 
Bank, the Union Bank of Finland, SE 
Banken and Denmark's Privatbanken. The 
second could be born out of a series of joint 
ventures between Sweden's Gótabanken 
and Kansallis-Osaki-Pankki. The Vikings 
are on their way, but don't bother to lock up 
your daughters yet. 
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DM 70,000,000. 
Deutsche Mark Bearer Bonds of 1989/1999 


First three years interest at a rate of 6-months LIBOR plus 
40 basis points, thereafter fixed at 6'/s% 














~ Private Placement — 
س‎ 
| 1 i | | 
ap Bank of Tokyo (Deutschland) 
i  Aktiengesellschaft 


Dresdner Bank. Schweizerische Bankgesellschaft 
Aktiengesellschaft (Deutschland) AG 

















CONOMIST DECEMBER 9 1989 










































World Commodity Outlook 1990 
` Prospects for the major hard and soft commodities in 1990 


Two separate surveys forecast and analyse the outlook for 40 commodities in 1990. 
Each commodity is assessed separately in terms of trends in supply, 
demand and prices, and is prefaced by a statistical summary. 
An introductory chapter in each volume, The World 

Picture, looks at the implications of world events and 
shifting global trends. 





INDUSTRIAL RAW MATERIALS 


This detailed commodity-by-commodity guide 

forecasts production, together with the factors 
. on which it depends, consumption, stock 
changes and dollar price movements for 

© 21 industrial raw materials. Each 
forecast is prefaced by a tightly 
organised, one page statistical 
round-up. 


FOOD, FEEDSTUFFS 
AND BEVERAGES 


Gives coverage of 19 major agricultural 
commodities. For each commodity global 
balances are assembled from forecasts of 
national supply and demand and are used to 
generate price forecasts for 1990. Allowance 

is made for the growing instability of the world 
climate. 
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The invisible factory 


PALO ALTO, CALIFORNIA 


HE earliest technologists lived in caves 
and chipped away at rocks. Their de- 
` scendants could cover one of those dis- 
carded chippings with thousands of transis- 
tors and have the makings of a powerful 
computer. That is typical of technological 
progress, which has been marked by ma- 
chines whose scale has shrunk as their scope 
has widened. There is still plenty of room at 
: bottom: they could become much small- 
. According to one school of thought, man 
will some day throw away his axes and lasers 
and use molecules themselves as tools. 
The. prophet of this school, Dr Eric 
Drexler, imagines swarms of molecules in 
the atmosphere, chewing up toxic gases. He 
thinks of building sites in which clunking 
generators and brawny labourers have been 
replaced by silent and invisibly small ma- 
chines. Dr Drexler is not a free-floating vi- 
-sionary, but а visiting scholar at Stanford 
University, where he propounds his gospel 
of nanotechnology (so-called because a 
nanometre is one-billionth of a metre). 
. His field is hard to place. Traditional re- 
search can be divided in two: pure science, 
“which attempts to understand nature; and 
engineering, which tries to put established 
principles into practice. Nanotech- 
nology is neither. Molecular machines that 
could act like tiny robots, grabbing other 
molecules and assembling them, are not 
hard for. pure scientists to understand. But 
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they are decades away from being built. Nev- 
ertheless, nanotechnology’ first big confer- 
ence, held recently in Palo Alto, marks the 
subject’s approaching respectability, 
Today’s technology pays scant attention 
to the single atom. Chemists mix their po- 
tions in huge vats and let the random jig- 
gling of molecules throw enough of the in- 
gredients together to make some of the 
product they want. Similarly, steel manufac- 
turers work on too large a scale to stop tiny 
cracks forming in girders. Getting molecules 
to do the work would make sure that every 
atom fell into place. Molecules would be an 
engineer’s dream, if only engineers could see 
them. The bonds between atoms make for 
miniature bearings with little friction. A 
molecule with thousands of atoms could 
contort itself like no conventional machine. 
Dr Drexler points out that simple mo- 
lecular machines already exist: they are the 
protein enzymes inside cells. Unfortunately, 
it is proving extremely tricky to design use- 
ful proteins from scratch. And anyway, 
nanotechnology will have to do more than 
tinker with proteins; although they may pro- 
vide some hints on how to make nano- 
machines, proteins fare poorly in the eyes of 
an engineer. They cannot withstand heating 
or freezing, and they are useless when dry. A 
useful molecular machine needs to be more 
rugged, with a large range of simple compo- 
nents: bearings, rotors, driveshafts, levers 









and the like. : 
A few teetering steps towards suci 
things were announced in Palo Alte, 1 
John Foster and his colleagues at 19's 
maden Research Centre in San jose, Cale 
fornia, have found a way to pin down ain; 
atoms using a scanning-tunnelling mi 
scope. In such devices, a needle tip is pass 
over a surface to detect the bumps of pr 
truding atoms. A burst of current throug 
the tip lets Dr Foster's team stick single i 
oms to the surface and pull chem off it; if the 
technique is perfected, it may be a way tc 
build molecular machines atom by atona; 
Taking a different tack, Dr Josep 
Michl of the University of Texas at Austin 
has made the beginnings of a child's con. 
struction kit for chemists. This consists. 
rods and spools which can be connected to 
make a skeleton structure. The rods are ai 
where from a half to two nanometres fon 
Dr Michi hopes this skeleton will form t 
inert base of future "designer" solids. The 
spools would be able to carry small acti 
molecules that would stick on according to: 
the designer's recipe. | 
Dr Drexler has more than simple mo 
ular spanners on his mind; he wants an: 
sembly line. That means the tiny machines 
would have to be programmable. Once 
more, this idea has a precedent in the се 
Ribosomes are the machines that build 
teins according to instructions from tl 
cell’s DNA. The coded message from t 
genes passes through the ribosomes in muc 
the same way that old production lines were. 
controlled with punched cards. x 
Dr Drexler contends that, at the level of 
atoms, most structures сап be made by une 
derstanding a few basic reactions. A molec 
lar assembler should be able to perfor 
enough chemical tricks to make almost an 
thing. The challenge is to have it go throug 
its repertoire in a useful order. This calls fc 
computers that can talk to molecules. — 
Electronics would be fraught with diff. 
culties at this scale, but a mechanical 
computer—like the nineteenth-centurg 4 
sign of Charles Babbage-—might be pos: 
ble. A nanocomputer could use thep 
ples of "rod logic". A rod could bea s 
string of carbon atoms; che computer wo 
be a maze of such rods. Electronic compu 
ers calculate by putting voltages on cond 
tors; a rod machine would do so by pushi 
and pulling at the rods. Knobs on the to 
could act as locking points with other re 
so moving one rod would have repere 
sions throughout the computer. 
Tethered to these miniature computer 
assemblers could become formidable w 
ers. First an assembler is told to make сор 
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of itself: it begins to spread faster than a bac- 
terium. Then each one is reprogrammed to 
put together a product from a vat of basic 
ingredients. Such assemblers would do away 
with conventional ideas of what sort of 
things are hard or expensive to make. Pro- 
gram some assemblers to make a strong dia- 
mond fibre and they would string one to- 
gether as cheaply as they could make soot. It 
is all carbon to a nanomachine. 

Smart assemblers would have a place 
outside the factory too. As medical tools 
they could forage around the body chewing 
up deposits in blood vessels, destroying can- 
cerous cells, or snipping out harmful pieces 
of DNA from genes. In short they could take 
medicine beyond its reliance on encourag- 
ing the body to repair itself. 

Yet there are more obstacles on the path 
to such wonder-machines than just man’s 
present clumsiness. Even if delicate comput- 
ers one-millionth of a metre across could be 
made, it would be quite another matter to 
program them. But, as a former space-sys- 
tems scientist, Dr Drexler is used to the 
realms of fantasy. For him the advent of 
nanotechnology is inevitable, and its dan- 
gers will be as great as its rewards. 

Invisible machines would be hard to 
contain. Imagine programmable germs re- 
leased into the atmosphere. Such replicating 
machines could be real computer viruses, 
wiping out people instead of databases. Dr 
Drexler sees it as his duty to spread the word 
of nanotechnology so that it is developed 
free from military secrecy. 

a 





Vine disease 


For laying down 
and dying 


HE hottest topic at the dinner table of 
the 1990s could well be what is ruining 
the wine. Eutypiose, a parasitic fungus first 
found on apricot trees, is insidiously eating 
its way into some of France's finest vine- 











PALO ALTO, CALIFORNIA 


UST as it is impossible to find a teacher 

who is happy with the facilities at his 

school, so it is hard to find a scientist 
who has all the toys he wants. According 
to America's National Science Founda- 
tion in 1988, universities and colleges said 
they needed $11.7 billion to build new 
laboratories and renovate old ones; they 
could afford to go ahead with only $3.1 
billion-worth. Most places try a piecemeal 
solution to the problem of dealing with 
the increasing cost and complexity of lab- 
oratories; they cobble together something 
here or put up a new wing there. But not 
Stanford University. 

Its proposed 41-acre Near West science 
campus is the biggest university-expan- 
sion project ever tried. It will eventually 
cost $350m. For Stanford, just improving 
its facilities was not enough to meet the 
demands of modern science. Today, disci- 
plines are more tightly linked than they 
were; compartmentalised academic de- 
partments hinder research, according to 



















... and the non-existent lab 








yards. Some of the more despondent vine- 
yard owners are wondering whether the po- 
tentially great 1989 vintage will be the last 
for a generation. Some Jeremiahs already 
liken eutypiose to phylloxera, the louse-like, 
root-eating bug which devastated Europe’s 
wine production after 1858. 

Eutypiose is not the only serious disease 
of the vine: modern methods of viticulture 
have pampered vines to the point of effete 
sensitivity. What is disconcerting about it is 
the absence of a cure, and the scale of the 





Stanford's fund-raisers. They want a cam- 
pus whose architecture reflects the new 
order. 

To design it, a planning committee 
concocted a bond-charge diagram (like 
the knobbly models in chemistry books) 
showing the links between disciplines. 
The result will be a campus on which no 
building is devoted to one department. 
The diagram depicts close ties between 
materials science, chemistry, solid-state 
physics and applied materials research, so 
all four will be put together. 

For the insides of the buildings, the 
planners have studied what different bof- 
fins like. Physicists and engineers, it 
seems, prefer isolated spaces in the base- 
ment where they can control their envi- 
ronment. So they will go underground. Bi- 
ologists seem to worry less about such 
control and like to look out of windows. 
So they will have more scenic spaces, 
where they can gaze on greenery. (Where 
do you put an astrophysicist?) 









The links between disciplines change, 
so many laboratories will have movable 
walls, There will be two-metre corridors 
between many floors so that power and 
computer cables can be dragged along 
new pathways to follow the wandering sci: 
entists in their search for more appropri 
ate colleagues. To encourage even more 
chumminess, meeting places will be dot- 
ted around the campus—the centrepiece 
being a huge Forum with a lecture-hall, li- 
brary and late-night restaurant. 

When will this paradise arrive? The 
$250m first phase, originally supposed to 
be ready in 1994, may now be delayed by 
four years. Alumni and philanthropists 
are being slow to come up with the $180m 
which Stanford wants from them. For 
poorer universities, the best hope may lie 
with Russian (or Japanese) scientific 
progress. Federal money for research facil- 
ities only really started flowing when the 
launch of Sputnik I in 1957 scared Ameri- 
can politicians into boosting science. It 
peaked in 1966 and since then there has 
been no routine programme of federal 
money to help build and renovate 
laboratories. 
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slow-moving affliction. Eutypiose first ар- 
peared in France in 1977. Now, in Cha- 
rentes on the west coast of France, a third of 
the cognac appellation is afflicted—a fifth of 
it seriously so. Across the Gironde in Bor- 
deaux, home to the great clarets, a fifth of 
the cabernet sauvignon vines between 15 
and 25 years old have been struck, accord- 
ing to Mrs Bernadette Dubos of the Institut 
National de la Recherche Agronomique 
(INRA). In parts of France boasting more ro- 


bust grapes—along the Rhône, for 
example—eutypiose is mercifully far less 
prevalent. 


The concern of the top Bordeaux es- 
tates is that the fungus likes to attack 10-20- 
year-old vines, the age at which they ap- 
proach their prime. There has long been a 
shortage of mature vines in Bordeaux, 
thanks to a particularly sharp frost in 1956. 
So eutypiose threatens to leave Bordeaux 

wers with predominantly youthful—and 

refore insipid—grapes. 

The mild and moist climate of France's 
Atlantic coast encourages the fungus's 
promiscuity. Flask-shaped cells, perithecia, 
release their spores mostly during the win- 
ter, which is also the time when wine grow- 
ers are cutting back their vines to promote 
the next season's growth. Thanks to that 
pruning, a vine's wood is open to the 
elements—and to the eutypiose spores. As 
the spores germinate in the empty sap ves- 
sels, they bind together to form a web-like 
structure that devours the wood's cells, layer 
by layer. 

The process is lengthy: spores are re- 
leased for some five years before the perithe- 
cia fade. The vines take up to six years to 
show the symptoms of destruction (an irreg- 
ular budding of leaves and a discolouring 
and eventual pulverisation of the wood); 
and they take up to ten years to die. These 
кч cycles make the task of seeking а сиге а 

one. 

Attempts to clone resistant strains of ex- 
isting vines have failed. Mrs Dubos’s team at 
INRA, together with Sandoz, a Swiss chemi- 
cal company, have developed a fungicide 
that acts as a toxic barrier when it is applied 
to a vine's bare wood. But there is always a 
chance that spores may alight before the 
fungicide is slapped on. Ingenious secateurs 
have been developed which, with the help of 
a micropump, squirt the fungicide on to the 
blades as they cut. Neither the fungicide nor 
the secateurs are yet in commercial 
production. 

In the meantime, the task is to destroy 
the abundance of infected dead wood. Mrs 
Dubos complains that the French are ill- 
tuned to the scale of the problem. For in- 
stance, the Bordelais like to store dead vine 
stock for burning the next year on outdoor 
grills. Yet the spores can travel as much as 
40 miles on the breeze. Eradicating the dis- 
ease would mean long drives for barbecues. 
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Hydrogen for cars 


Goes like a bomb 


T LEAST one Mercedes really is, as the 
advertisements say, engineered like no 
other car in the world. It is the 230E that 
some senators recently drove around Wash- 
ington, DC. Nobody will be buying one for a 
while, because the car runs on hydrogen. 
Nature’s lightest element is an extraor- 
dinarily clean fuel. When burnt, it produces 
mainly steam; the only pollutant is nitrogen 
oxide, which is relatively easy to control. 
There are several ways to make hydrogen, of 
which one is particularly elegant, Pass an 
electric current through water and it sepa- 
rates into its parts—hydrogen and oxygen. 
This long-known process is called electroly- 
sis. But the problem is that more energy goes 


It’s alright, here comes босса 


into the conversion than can be recouped 
by burning the hydrogen produced. So the 
gas has never yet become a viable fuel. 

Cheap, clean electricity would make the 
ineffiencies of hydrogen production less off- 
putting. Solar cells may help. For years solar 
cells were laboratory curiosities, expensive 
and inefficient. Recently thin-film solar cells 
have drastically reduced the price of solar 
electricity and increased its efficiency 
tenfold. 

Amorphous silicon photovoltaic 
cells—the cells in solar calculators and 
watches—may hold the most promise. They 
are made by depositing a silicon-containing 
vapour (silane gas) on glass, plastic or stain- 
less steel. The resulting layer of silicon con- 
verts sunlight directly into electricity. 

Once made, the hydrogen must be 
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stored—as a highly compressed gas, as a lig- — 
uid or as powder. Storing enough of the gas – 
to keep a car going for 320 kilometres bee — 
tween refuellings (100 kilometres less than _ 
most cars can go today) would саке a cum- _ 
bersome tank of at least 200 litres. Liquid — 
hydrogen seems promising, as it can pack - 
five times more energy in a space than the 
gas does—and it powers rockets successe — 
fully. Unfortunately, hydrogen only be- 
comes a liquid at -253°C, so a liquid-hydro- _ 
gen car would have to run a large 
refrigerator continuously. b 
Metal hydride powder looks better. Hye 
drides are formed when hydrogen binds to 
certain alloys. The Mercedes 230E uses a mixe _ 
ture of titanium, zirconium, chromium, va- 
nadium and manganese in its storage sys- 
tem. Heating the compound (the engine's — | 
own heat will do) liberates the gas for the — 
engine to burn. It is safe, as there is little gas — _ 
produced at any one time. A car would need 
only a 47-litre tank to give it a range of 320 
kilometres. Energy forecasters think chat, by — А 
the turn of the century, photovoltaic hydro- _ 
gen (PVH) fuel could cost around 50 cents 
per litre—twice what Americans now pay 
for petrol but less than what many Europe- 
ans shell out. І 
This summer President Bush an- 
nounced a clean-air bill calling on compa- 
nies to manufacture 1m ethanol- or metha- _ 
nolfuelled cars a year by 1997. (Ethanol and _ 
methanol are alcohols—the former made 
from sugar cane or maize, the latter from 
hay, wood or refuse.) PpVH-fuelled cars might 
well be a better bet. Growing enough crops | 
to supply one average American's daily fuel _ 
would take 17 square metres of land—m » 
more than the 112 square metres needed for 
solar-energy collectors. 3 
Dr Joan Ogden and Dr Robert Williams 
at Princeton University have studied the fea- _ 
sibility of PvH for the World Resources Insti- 
tute in New York. Dr Williams says РУН will 
not become a serious alternative fuel until 
enough people get keener about cleaning up 
the air in cities, and are prepared to pay 
it. Daimler-Benz, which makes Merced - 
cars, does not yet see a market for its 230Е 
and has no plans to mass-produce it. | 
The only reasons for abandoning petrol 
are environmental ones. But Dr Ogden and 
Dr Williams conclude there is a place for the 
hydrogen alternative. They envisage a test _ 
fleet of taxis, city buses and lorries being ine 
troduced in sunny, polluted cities. Once the ~ 
idea catches on, hydrogen could be piped to - 
some less sunny areas. Perhaps the place to 
start should be Phoenix, Arizona, one of the | 
sunniest cities in America. It regularly ex. _ 
ceeds federal air-quality standards for ozone, _ 
carbon monoxide and particulates. Los An- 
geles is a similar case. With a little help from — — 
the sun, hydrogen could let Angelinos 
glimpse Hollywood's famous sign through 
the smog. 
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` Sub-Saharan Africa: 
From Crisis to Sustainable Growth 


| This most ambitious examination of Sub-Saharan Africa 
| yet published by the World Bank takes a long-term view, 
"backward and forward, of development efforts in the 
region. Among the key questions addressed: how have 
„economies evolved since independence? What basic les- 
| sons have been learned? What are the prospects for the 
next generation? Policies outlined in this study should 
dominate the debate on development strategies for the 
region for the next decade. Includes a comprehensive 
- statistical appendix of 38 key indicators of development. 


` 300 pages! ISBN 0-8213-1349-5/£11.65/ English paperback 
346 pages/ISBN 0-8213-1350-9/£11.65/French paperback 
About 350 pageslISBN 0-8213-1351-7/£11.65/Portuguese 
paperback 


African Economic and Financial Data 


This volume brings together a wide range of data on Africa's economic 
performance and financial flows for 1980-87 to allow easy monitoring 
of development programs and aid flows in the region. Most tables are 
arranged as time series, by country, and by country groups. Data are 
arranged by indicator to allow for cross-country comparisons. 


218 pages! ISBN 0-8213-1251-0/£13.45/ English paperback 
(Forthcoming in French and on diskettes for PCs, early 1990) 
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Consumer price indices 

An ILO manual 

by R. Turvey et al 

Essential reading for statisticians, users of CPis and 
governments, this comprehensive, self-contained 
manual covers all the important steps in constructing a 
consumer price index (selecting items, estimating the 
weighting pattern, price collection, allowing for seasonal 
and qualily variations, specifications, computation, 
sources of errors, etc.). It reflects different national 
practices and provides numerous concrete examples 
and diagrams. 

ISBN 92-2-106436-0 — £12.10; US$19.95; SF27.50 


Economically active population: Esti- 


mates and projections, 1950-2025 
Methodological supplement Vol VI. 

3rd edition 

This volume describes the sources and methods used to 
produce base estimates and projections of the economi- 
cally active population by sex and age group in countries 
with a population of at least 300,000 persons in 1980. it 
describes how national data are adjusted for comparabil- 
ity, how imputations are made when data are not 
available and how different modeis are formulated for 
projecting the activity rates. 
ISBN 92-2-105424-1 £15.40; US$24.50; SF35 
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BOOKS AND ARTS 


NIXON: THE TRIUMPH OF A POLITICIAN 1962-1972. By Stephen Ambrose. Simon & Schuster; 
736 pages; $24.95. To be published in Britain in March; £19.95 
RICHARD MILHOUS NIXON: THE RISE OF AN AMERICAN POLITICIAN. By Roger Morris. Henry 


Holt; 1,005 pages; $29.95 


MERICA vill probably never be able to 
make up its mind about Richard 
7 Nixon. Was he a ruthless and venal power- 
iker with no ideas of his own, or one of 
ше smartest statesmen of the century, who 
just happened to be a little amoral? In recent 
months his determined rehabilitation—a 
trip to China, frequent advice to George 
Bush—has suffered three setbacks: a televi- 
sion “docudrama” about the end of his 
presidency, and the publication of two vol- 
umes of biography, Roger Morris’s first and 
Stephen Ambrose's second. (Each plan to 
write three in all). 

The television programme (“AT&T 
Presents: The Final Days") was the most 
widely discussed, drew the fiercest reaction 
from Mr Nixon and his defenders (he 
switched his telephone account from AT&T) 
and added the least new knowledge. But it 
laid bare once more the chasm in public 
opinion about the man. To his defenders, 
such as his lawyer, Leonard Garment, it was 
fabricated nonsense, reaching its nadir in 
the scene in which the president broke 

' wn and cried in front of Henry Kissinger 

the Oval Office. Yet the target of the pro- 
gramme, with all its awkwardness, was the 
same as that of the two biographical vol- 
umes: dishonesty. 

In the programme, confronted with a 
blank portion of a Watergate tape, President 
Nixon suggests to his lawyer that they recon- 
struct the missing conversation. In Mr 
Ambrose’s book, when candidate Nixon 
was confronted in 1968 by Lyndon Johnson 
with the charge that he had been urging the 
South Vietnamese through an intermediary 
to refuse to attend peace talks, Mr Nixon 
simply denied the charge. (Johnson could do 
nothing without revealing his source: tele- 
phone taps.) Both screen and book lead to 
the same conclusion: that half-truth and un- 
truth were not merely political weapons for 
Mr Nixon, but drugs of habit. 

Mr Morris offers a particularly good 
analysis of Mr Nixon’s campaigns against 
Jerry Voorhis for the House of Represen- 
tatives in 1946 and Helen Gahagan Douglas 
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for the Senate in 1950. The hapless Voorhis 
was not, as his opponent charged, endorsed 
by the CIA-PAC, an organisation sympathetic 
to communists, but his denials were met 
with fabricated "proof" from the Nixon 
camp. In the last days of the campaign, 
Nixon volunteers telephoned people at ran- 
dom to tell them Voorhis was a communist. 
Many of the same techniques worked 
against Douglas. 

Nixon defenders might reply that the 
policy ends justify the political means. Mr 
Ambrose cannot make up his mind on this 
issue. In his first volume he admitted that in 
the 1950s he hated the cold, ambitious in- 
sincerity of the man. In this second volume 
his admiration for Mr Nixon's foreign pol- 
icy comes to dominate the story, and he ab- 
solves him from some of the more heinous 
crimes with which he has been charged. His 
attempt to sabotage the peace that might 
have been arranged in Vietnam towards the 
end of the 1968 campaign, lest it help Hu- 
bert Humphrey, was ineffective, Mr Am- 
brose believes, not for want of trying, but 
because President Thieu of South Vietnam 
did not want the peace on offer in any case. 
Mr Nixon was knocking at an open door. 

Whence came this personality? The Am- 
brose book, sticking close to policy ques- 
tions and relying on published sources, 
presents the problem well but does not an- 
swer it. The Morris book, compiled from an 
exhaustive attempt to track down and inter- 
view y whom Mr Nixon knew in 
his early life, gets closer to the truth. At 
times the detail is overwhelming. The dismal 
Quaker ancestors are hard to get excited 
about. Mr Nixon's schooldays, most thor- 
oughly reconstructed, were unremarkable in 
the extreme. But when Mr Morris gets his 
subject to university, the painstaking re- 
search begins to pay off. 

Mr Morris shows Mr Nixon doing what 
he did best—running for president—from 
the very beginning. At first it was not presi- 
dent of the United States, but student presi- 
dent at Whittier College, law-school bar 
association president at Duke (where he 























burgled the dean's office to find out his 
exam results), president of the 20-30 club of 
usinessmen in Whittier. Mr Morris even. 
reveals a bid for the state assembly in 19 Ю, 
aborted when the incumbent failed to retire. 
It is astonishing to remember that Richard. 
Nixon would be on the national ticket five | 
times (two for vice-president, three for presi- 
dent). He was trading favours and spreading 
rumours and promising spoils and debating 
opponents and grabbing popular issues all 
his life. | 
The contradictions between the states-- 
man and the bully that baffled Mr Amb 
cause Mr Morris less trouble. As he says of 
Mr Nixon at Duke, where he was thought to 
be a New Dealer, “His real politics remained | 
his career." For, as Mr Ambrose points out, 
there is little in Mr Nixon's politics to object. 
to. He took both sides of most issues at dif- 
ferent times. It was not his views but hi 
methods that people found so enthralling or 
enraging. 
This was a character tailor-made to 
tive politics. His energy, his determination, 
his instinct for what was popular, his debat 
ing skill, his love of crises (“exquisite ag- 
ony”, he called them), his ability to pour 
scorn on positions which in fact he secreth 
supported (as when, in 1960, he criticised 
Kennedy's approval of an invasion of 
Cuba), even his habit of making up his min 1 
on an issue and then pretending other op- 
tions were still open, and his tendency te 
lose his temper only in private: all these 
seem to have been designed to benefit him 
in American politics. - 
The best bumper-sticker of the 1988 
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campaign read “Tanned, rested and ready: 
ixon in 88". At the age of 75, there is no 
chance of that. Yet the Nixon legacy lives 
on; not in grand diplomacy or Oval Office 
chicanery, but in the poisoned mudslinging 
of modern campaigns. 
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Priestly sex 


‘THe Caockronp's FILE: GARETH BENNETT 
AND THE DEATH OF THE ANGLICAN MIND. 
By William Oddie. Hamish Hamilton; 232 
ра ges; £14.95 


























































Y NOD Almighty, the very first chapter of 
NJ the Bible declares, 


- created man in His own image . . . male and fe- 
— male created He them. 


Later, though—to judge from church tradi- 
 tion—He must have had second thoughts: 
half of the mankind thus created was fit to 
serve as His priests, the other half was not. It 
` is an odd idea, and many Anglicans these 
days reject it. Not so the Rev William Oddie; 
d, like other traditionalists hostile to 
women priests, he is desperately dismayed. 

. This curious book reveals his dismay— 
and more. Half of it recounts the suicide of 
the Rev Gareth Bennett, an Oxford don 
who had written a fierce criticism of liberal 
Anglicanism in the (as usual unsigned) pref 
ace to the 1987-88 “Crockford’s Clerical Di- 
". It was misrepresented as a vindic- 
attack on the Archbishop of 
terbury. When his authorship was 
out to be uncovered, he killed himself. 

In the other half of his book, Mr Oddie 
ays Bennett’s critics in their own coin, 
savage attacks on “the theology of Pon- 
Pilate”. By this he means those Angli- 
notables who ask “What is truth?”’, as if 
ble, creeds and centuries of tradition did 
tell them. Many of the faithful share Mr 
die’s dismay, especially when these 
doubting Davids are bishops. But dismayed 
‘is not all he feels; he feels persecuted. 

_ By whom, in particular? Here "the 
women-priest lobby" raises its Gorgon 
head, and Mr Oddie loses his. The lobby, it 
seems, treats those who oppose it as “non- 
persons . . . to be wholly ignored". Ignored? 
Has Mr Oddie not heard the Church of En- 
` gland's debates? Perhaps he was in the cata- 
‘combs waiting for the lions with his hands 
over his ears. The anguish of those who feel 
pushed aside by а liberalising church is 
wholly sincere; so was that of the Victorian 
mill-owner when the hands, after decades of 
subjection, upped and went on strike. What 
Mr Oddie and his like want is freedom for 
` their version of the faith and—ipso facto—a 


right of veto over other people's. 
The real oddity is: why? Why do tradi- 


recto 


tionalists choose this, of all is- 
sues, on which to make their 
stand? Search the Bible, study 
the creeds, dissect the 39 Arti- 
cles if you must, you will find 
barely a line suggesting that a 
woman may not also be a 
priest. Read, in contrast, the 
plain words of Jesus Christ, 
and you will see around you a 
world that defies them, a 
church that daily ignores them, 
with lay members, priests, even 
bishops who doubt the most 
basic tenets of their supposed 
faith. Mr Oddie and his friends 
would (rightly) accept commu- 
nion from the hands of an un- 
repentant murderer ordained 
by the Bishop of Durham, but would refuse 
it from Mother Teresa ordained by St John 
of the Cross (or indeed vice versa). 

Why? Mr Oddie avers that the reason is 

not a psychological hang-up. Yet sex is at 
the heart of his jeremiad against America’s 
liberal Episcopalians. He condemns them 
for their women priests and bishop, for a 
pamphlet on sexuality (which their church 
did not write nor yet approve), for an experi- 
mental demasculinising liturgy (which was 
withdrawn), even with a scabrous anecdote 
whose flavour is fairly given thus: 
. . . in flagrante delicto. The husband, placing 
his foot on the clerical posterior, pinned the 
guilty couple to the ground...summoned 
witnesses . . . and telephoned the bishop; 


who, of course, did not take this matter of 


Oh Lord 





priestly adultery seriously at all, and so on. 

This tale may be true. Mr Oddie be- 
lieves it. Presented as it is, without name ~~ 
place, there is no reason for others to 
smells of those stories where everyone 
knows someone who has a friend who can 
vouch for it, but no one actually saw it for 
themselves. And with such seminarists' 
smut does one argue doctrine! 

This is the William Oddie who lately 
was urging charity for the unwise English 
priest whose homo-erotic babblings found 
their way all over the gutter press. Kinky 
Vicar OK, Pulpit Priestess no. If the one de- 
serves sympathy (and his pastoral job), why 
is the other to be treated with something not 
far short of hate? 
کا‎ ES Ee à 








Out of Singapore 





HE British have a gift for disasters. 

Which is your favourite? The Light 
Brigade, Passchendaele, Dunkirk, or, 
shaping up promisingly, the abandoning 
of Hongkong? Surely the disaster that 
surpasses even these untriumphs was the 
fall of Singapore in 1942. 

One incident, related by Joseph Ken- 
nedy in WHEN SINGAPORE FELL*, sums 
up the imaginative incompetence of 
those who directed that event. Two 
weeks before Singapore fell, when it was 
already clear that the place was doomed, 
12,000 fresh soldiers arrived. Few of 
them fired a shot before Singapore was 
surrendered to the Japanese. They were 
delivered straight into the arms of the 
victors, to become their slaves, worked to 
death on bridges or otherwise subjected 
to the creative cruelty of the Japanese. 

Had the Singapore garrison got away, 
the defeat could have been hailed as а 
sort of victory, as Dunkirk had been in 
1940. Keeping your soldiers together to 
fight another day is supposed to be a 



































good withdrawal tactic. But at Dunkirk 
sanctuary was just across the Channel. In 
Singapore it was in faraway India, Aus- 
tralia or Britain. The million or so people 
packed into Singapore as the Japanese 
advanced down the Malaya peninsula in 
cluded, as well as soldiers, thousands o 
civilians, many of them women and 
children. 

Some did get away: but civilians 
mainly, in the ships that brought in the 
doomed soldiers. Others took to any- 
thing that floated. Few of these made it 
to safety, although, as this well- 
documented book tells, they demon- 
strated extraordinary feats of human te- 
nacity. They died of hunger or poor 
seamanship; or their boats were simply 
sunk by Japanese aircraft or warships. 
One general, believing that he was of 
more use to his own people than as a Jap- 
anese prisoner, took one of the last air- 
craft to Australia. He spent much of the 
rest of the war justifying his sensible ac- 
tion. Singapore was that kind of event. 





*Macmillan; 173 pages; £29.50. St Martin's Press; 
$39.95 
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М The Russian writers’ union falls 


apart 


Losing the battle of Stalingrad 


FROM OUR MOSCOW CORRESPONDENT 


N THE Soviet Union, where poets are es- 

teemed and novelists occupy some of the 
highest offices in the land, arguments over 
literature can be both bitter in themselves 
and masks for deep political divisions. Such 
an argument has broken out over the repu- 
tation of Alexander Pushkin. In April, 
Oktyabr magazine published excerpts from 
“Strolling with. Pushkin”, an essay by 
Andrei Sinyavsky. This treated Pushkin 
with a light touch, talking about his bandy 
legs. A trifle, you might think. Yet from this 
small beginning has erupted an argument 


that has brought into the open, 
and torn apart, one of Russia’s 
most sinister institutions. 

Although Tolstoy and 
Dostoevsky are more widely read 
in the West, in Russia Pushkin is re- 
garded as the greatest of writers and the 
creator of the literary language. He was also 
a proponent of pan-Slavism, a nineteenth- 
century cultural revivalist movement of Rus- 

ins, Serbs, Poles and Ukrainians. Because 
ur this, some Russian patriots consider him 
almost a god, elevating him, along with Ivan 
the Terrible and Peter the Great, into an im- 
plausible trinity of Russian greatness. 

Sinyavsky, too, is famous. It was his ar- 
rest and imprisonment on trumped-up 
charges—together with Yuli Daniel—that 
ushered in the repression of the Brezhnev 
years. He now lives in Paris, where he writes 
under the pseudonym of Abram Terz. Be- 
cause of this, some Russian writers believe 
him to be Jewish. In fact, he is not. 

The third element in this row is rabid 
anti-semitism. Russian writers belong to an 
organisation called the Writers’ Union of 
the Russian Republic, which organises lec- 
tures, provides authors with benefits and 
publishes literary journals. Over the past 
few years the leadership of this union has 
been captured by a group of people who be- 
lieve in an international Jewish conspiracy 
against Mother Russia. They have good 
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words to say for Ратуаг, a frightening neo- 
Nazi group whose members wear black 
shirts and enjoy beating up liberal intellectu- 
als. Not long ago they forced the editor of 
Literaturnaya Rossiya to resign and turned 
the magazine into what one critic called the 
house journal of the Black Hundreds, the 
organisation that instigated Jewish pogroms 
under the tsars. 

The union is equally anti-western, anti- 
democratic and pro-tsarist. In the spring of 
1987 it threatened to unleash “а new battle 
of Stalingrad” against glasnost. Its leaders 








often meet, and praise, 
' Үерог Ligachev, Mikhail 
Gorbachev's main conservative opponent 
in the ruling Politburo. The union's maga- 
zine, Nash Sovremennik (Our Contempo- 
rary), is a main vehicle for anti-perestroika 
articles. Yuri Bondarev, a member of the 
editorial board and the union's deputy 
chairman, is also a founding member with 
Valentin Rasputin, a novelist, of a group 
called the Association of Russian Artists. 
This group opposes the growth of national- 
ism in the Baltic states and elsewhere. Mr 
Rasputin is also the deputy chairman of the 
Foundation for Slavic Writing and Culture, 
which wants to unite the three Slav repub- 
lics of Russia, the Ukraine and Belorussia 
under the banner of the Orthodox church. 

These bigots, sadly, are some of Russia's 
most talented writers. Mr Rasputin is the 
best of the "village writers”, novelists whose 
subject is the destruction of peasant tradi- 
tions by doltish commissars. Mr Bondarev, 
in his novel "Silence", was the first person 
to criticise publicly Stalin's cult of personal- 
ity. Many Soviet citizens have grown up 







































with the children's stories of the union’ 
chairman, Sergei Mikhalkov. 5 
The catalyst that has brought these 
forces into open conflict is Oktyabr, which 
has transformed itself in the past year from: 
rather arid intellectual journal into a home 
for some of the most controversial e 
literature. Besides “Strolling with Pushkin’ 
it has published excerpts from two novels by 
Vasily Grossman, “Life and Fate”, and "Ev 
erything Flows", the latter notable for in 
cluding the first published criticism of Lenin 
in the Soviet Union. ? 
Oddly, Oktyabr is published by its ene 
mies in the Russian writers’ union. In mid- 
November the union convened a specia 
meeting of its top members to discu 
“Strolling with Pushkin”. The plenum 
an extraordinary occasion, full of vitriolic 
anti-semitism and rabid Great-Russiar 
chauvinism. At one point a member ^ 
upon the audience to rise in memory of the 
murdered Nicholas II and his family. 
of them stood. і 
At the meeting Stanislav Kunayev, a fre- 
quent contributor to Nash Sovremennik, 
complained that Oktyabr had “published 
not a single line of Russian poets or writers 
last year" and was now devoted entirely to 
"writers of the third emigration” (ie, Jews 
Another delegate read out a letter—signed, 
he said, by 18,000 people—demanding the 
resignation of the magazine's editorial 
board. The meeting overwhelmingly 
dorsed a motion condemning Oktyabr” 
editor, Anatoly Ananev. On De 
cember Ist the union said it had 
sacked Mr Ananev and all his 
staff, appointing instead - 
mir Lichutin, widely considered го be 
an anti-semite. 
Literary liberals are in uproar. Mr 
Ananev refused to be sacked, saying tha 
only the Central Committee of the Commu- 
nist party and the Supreme Soviet had the 
power to fire him. In Moscow a group of 600 
writers are voting to resign en masse fro m 
the union: they include Russia's two bese. 
known poets, Yevgeny Yevtushenko and 
Andrei Voznesensky. The entire Soviet 
membership of PEN, the international writ- 
ers’ guild, has already left; its chairman is - 
Anatoly Rybakov, whose "Children of the 
Arbat”, a novel about Stalin's murders, 
a best-seller in both Russia and the 
The union has been torn apart, and there | 
no knowing how long it can survive. . 
In the long run political questions wil 
be decided in the Supreme Soviet; and the 
question of who represents Russian literam 
taste will be determined in the subscription: 
departments of the powerful magazines. 
Here, there is no doubt who will win “the 
new battle of Stalingrad”, Next year, the cir- 
culation of one of the leading reformist mage 
azines, Ogonyek, will rise by more than 
Nash Sovremennik's total subscription. f 
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` BOOKS AND ARTS 
|. Book awards 


i Truth will out 


| NEW YORK 


Б MERICA's National Book Awards аге 
is the most worthy, and so most boring, 
= of all such honours. For years a public row 

— has been desperately needed to excite the 
` sort of interest, notoriety and sales that are 
routinely drummed up by Britain's Booker 
prize. At last the row has happened. 

Robert Heilbroner, the chairman of the 
panel that chose Thomas Friedman's "From 
Beirut to Jerusalem" as this year's best work 
of non-fiction, provoked hisses and boos 
with his brazen confession at the award cere- 
mony in New York on November 29th that 

` he had not read most of 190 books entered 

for the competition. The chairman of the 
` fiction panel, Benjamin DeMott, vigorously 
fanned the controversy when he took his 









"al 
ho. 


turn at the podium. He pointedly said that 
he and his fellow judges had read every sin- 
gle one of the 138 books submitted for their 
consideration before deciding to present the 
fiction award to John Casey's “Spartina”, a 
novel about a grumpy New England fisher- 
man and his boat. 

Asked about his confession this week, 
Mr Heilbroner, whose 15 books include the 
best-seller “The Worldly Philosophers”, 
told The Economist that he had not heard 
the barracking. In any case, like Rhett But- 
ler, he did not give a damn. He was not lazy. 
He had spent at least 10 minutes leafing 
through each book, looking at such things 
as the first and last pages, the blurb and the 
list of contents, before he concentrated his 
attention on the 20-30 books he and the 
four other judges thought merited serious 
consideration. 

It was an exhausting task: "I worked like 
mad”. Even if he was asked, said Mr 
Heilbroner, there was no possibility that he 





| Why Picasso? 


("T^ HE mission of art is not to copy 

life but to express it’’, says the art- 
ist in Balzac's "Chef d'Oeuvre Inconnu" 
for which Picasso completed a series of 
etchings in 1927. The staggering prices 
now being fetched by Picasso paintings 
at auction appear to be more than fash- 
ion or fluke; they suggest that this artist, 
more than most, knew how to express 
twentieth-century life in a way that was 
both contemporary and universal. 

Even as early as the 1920s Picasso's 
"blue" and "pink" period pictures, to- 
gether with early sketches and drawings, 
were making good prices at auction. 
They were decorative, certainly, but 
there was more to them than that. The 
figure of the harlequin, characteristic of 
these paintings, is historically a symbol of 
uncertainty in the established order of 
things. Picasso's early harlequins and 
theatrical performers, with their resigned 
and flat expressions, seem to embody the 
struggles of artists to adapt to a world 
that is changing too fast for them. (Curi- 
ously, the harlequin also presided over 
musical change: Schoenberg's “Pierrot 
Lunaire” of 1912, in which he used the 
revolutionary 12-tone method of 
composition.) 

With the invention of Cubism, Pi- 
casso introduced the change he had 
hinted at: a new form of expression 
which, although not much liked at the 
time, was nonetheless understood to be 
important. In 1932 no fewer than 4,000 
people came to the first night of his exhi- 
bition at the Galerie Georges Petit. Since 
that time the blue, pink and Cubist peri- 



















































The universal clown 


ods have always been sought after. Other 
fields—the humdrum classical works, 
which Picasso would produce from time 
to time to refresh his artistic memory, 
and the late works, which were consid- 
ered too derivative—have had a bumpier 
ride; but in recent years these too have 
been fetching good prices. 

Henry James once complained about 
Balzac that his works left no "little door” 
through which to escape back into the 
real world. Of Picasso the converse is 
true: every picture is at once the culmina- 
tion of one idea and the birth of another. 
By that token, no one picture can be- 
come more valuable than any other. Af- 
ter last week's sale in Paris of "Les Noces 
de Pierrette”, a blue-period painting, for 
$51m (a record for the artist), salesroom- 
watchers were predicting that other areas 
of his work would quickly rise to the 
same rarefied heights. 
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would ever again agree to be a judge for the 
National Book Awards. It was next to im- 
possible to weigh biographies against travel- 
ogues against histories and come up with a 
winner. Mr Heilbroner is getting meagre fi- 
nancial reward for his labour: the $2,000 fee 
he receives as a judge plus the tax deduction 
he will claim for giving away his 190 copies 
to a public library. The winning authors did 
better, each getting a cheque for $10,000. 
But even that is small potatoes beside the 
$500,000 just offered as a book prize by Ted 
Turner, the boisterous boss of the Turner 
Broadcasting System. How to win it? Just 
write a novel that best promotes solutions to 
the world's problems, and make sure the 
first and last pages are good. 





New magazines 


Mosque-cred 


("T^ HE content of the Koran and the 

spirit of a pop magazine" is how 
Muslimwise, a new British magazine, de- 
scribes itself. Produced by a small collective 
of young Muslim professionals, largely writ- 
ten and read by women, it is the first maga- 
zine addressed to young Muslims that tries 
to be, at the same time, devout, streetwise 
and funny. 

Fuad Nahdi, the magazine's Kenyan edi- 
tor, believes young Muslims need to hear ev- 
eryday issues discussed in plain English, not 
the archaic language of the mosque. He also 
believes they would much rather discuss ar- 
ranged marriages or Islamic space travel 
than “The Satanic Verses”. Mr Nahdi ad- 
mits to being rather indifferent to that con- 
troversy himself, although his first issues 
show that he can hardly resist the chance to 
run good knocking copy about it. 

More than anything, Mr Nadhi ho 
to show that Muslims are not all bearded 
natics. Many of them are normal people 
who want to have fun. “Fun” includes arti- 
cles on Muslim yuppies (or "yummies"), on 
sex education in schools, and on the claim 
by Muhammed Gadaffi, Libya's leader, that 
Shakespeare was an Arab who cribbed most 
of his plays from Arab stories. Muslimwise 
suggests two crypto-Arabs of its own, 
T.S.Alyas (T.S.Eliot) and G. Ibn 'Ard Shaw- 
wal (George Bernard Shaw). 

The magazine keeps one foot on tradi- 
tional ground. In the Lonely Hearts column, 
respectably headed "Matrimonials", de- 
vout, sincere Brothers seek pious Sisters of 
good background. Sisters must include a 
contact address of a male relative or guard- 
ian. Although the magazine bravely pledges 
in its first issue to “let our turbans down and 
mince no halal words”, there may still be a 
sneaking worry that more reactionary co-re- 
ligionists will not get into the swing. 
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ABA /BBA/MBA 


STUDIES IN EUROPE 


*BUSINESS ADMINISTRATION 
* HOTEL MANAGEMENT 

—.  *LAW/PUBLIC ADMINISTRATION 

u ® INTERNATIONAL RELATIONS & DIPLOMACY 

~~ «*COMMERCIAL ART x PRE-MEDICINE 

* COMPUTER SYSTEMS MANAGEMENT 

* PRE-ENGINEERING 


ENGLISH • GERMAN • FRENCH * SPANISH 


„А unique apportunny to study för an American degree in 
some of the major cities of Europe - London, Paris, 

Madrid, Heidelberg, Strasbourg and Switzerland. 
Schiller offers the above and other programs at its centers 

where English is the language of instruction and 

. .'.; admission is a High School Diploma. Schiller is an 
à ;'independent university authorised by the Delaware State 

: Board of Education to award Associate, Bachelor and 
Master degrees. 


SCHILLER INTERNATIONAL UNIVERSITY (Dept сс) 


51 Waterloo Road - London SE1 8TX 
Tel: (01)928 8484 - Telex: 8812438 SCOL - Fax (01)620 1226 
(Accredited member AICS Washington DC, USA) 





SIU 1964-1989 25 years of intemational education. 
ND 


KIEL INSTITUTE 
‘OF WORLD ECONOMICS 


Advanced Studies in International 
Economic Policy Research 


August 1, 1990-May 31, 1991 


Outline: 

€ compact, up-to-date information on the most important areas of 

international economic relations through concentrated courses given 

by internationally renowned university professors and through semi- 

nars given by leading representatives of international organisations, 

domestic policy institutions and international corporations; 

€ profound training of skills pértinent to international economic 

analysis, methods of empiricál research, sophisticated information- 

gathering, the evaluation of economic policies and international 

business strategies; 

€ designed for economists holding a university degree who are 

interested їп а career in international business, governmental and 
°` jntergoyernmental organisations, academic institutions etc. 


Courses: 
Macroeconomics in Open Economies 
Charles Wyplosz (INSEAD) 
The international Monetary System 
| Jeffrey Frankel (Berkeley) 
international Financial Markets 
Richard Levich (New York) and Ingo Walter (New York) 
international Trade: Theory and Policy 
Elhanan. Helpman (Tel Aviv) 
Trade and Development Strategies for LDCs 
James Riedel (Washington) 
European Economic integration 
Michael Emerson (Brussels) and Niels Thygesen (Copenhagen) 
Methods of Applied Economic Analysis 
Gerd Hansen (Kiel) 
Political Economics in Open Economies 
Stephen Magee (Texas) 
International Corporate Finance 
Gunter Dufey (Michigan) 


For detailed information write to: 
institute of World Economics - Advanced Studies —. 
Düsternbrooker Weg 120 - D-2300 Kiel 1 - Germany 
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PERESTROIKA AND THE 
SOVIET ECONOMY: | 
. IMPLICATIONS FOR 
DOING BUSINESS WITH 
THE SOVIET COMPANIES © 
Leningrad, 4-5-6 January 1990 


Four years ago, the Soviet.leadership initiated. a 
series of reforms directed at increasing the role of — 
the market in the Soviet economy and to gradual} 
open that economy to foreign participation and 
competition. LIMI (Leningrad International 
Management institute), the joint venture | : 
between Bocconi University of Milan and Leningra 
State University, is organising a series of seminar 
aimed at a better understanding of the rapidly 
changing Soviet economy and of the "new" 
business possibilities for Western corporations 
arising from this process. 


In January 1990, LIMI will organise a conference 
whose purpose is that of gathering together top 
businesspersons, bankers, academicians and politic 
experts to discuss the effects of the “Perestroika” __ 
and of the changing global strategies on: | 
— the perspectives of the Soviet economy 
— "new" business opportunities and how to deal. 

with them. 


Individuals who will be participating include, 
among others, O. Bogomolov, Director of the 
Economic institute for the World Socialist Systems; | 
G. Cagliari, Chairman of ENI; i. D. Ivanov, 
Vice-President of the State Commission for Econom 
Affairs and Foreign Trade of the Soviet Ministry; 
W. Leontieff, Nobel Laureate and Professor of 
Economics, New York University; E. Luttwak, 
Center for International Strategic Studies; S. Pisar; 
international specialist on East-West issues; J. Miro, 
President of the Institute for East-West Securities 
Studies. 






































LIMI 


LENINGRAD 
INTERNATIONAL 
MANAGEMENT 
INSTITUTE 





tiem i накы, me satan alae аннын нана атадай‏ 7 ا يت 


LIMI - Leningrad international Management institut 
Via Bocconi, 8 - 20136 Milano (italy) 

Tei. 0039/2/83843031 - 3032 ; 
Fax 0039/2/83843030 


Please, | would like to receive further information cóncernin 
PERESTROIKA AND THE SOVIET ECONOMY: IMPLICATIONS. 
FOR DOING BUSINESS WITH THE SOVIET COMPANIES : 
Surname and Name | 
Company . 
Address . e 
Postal Code 0 City |... 
Сошму. a NOS 















= = = == ты ee ey The most renowned school for French 


Save one year l INSTITUT DE FRANGAIS 


Qualify for University in Australia/USA/UK/NZ/Canada 
Tuition, accomodation, books, meals: 0555000. Overlooking the Riviera’s most beautiful bay 


This is 2/3 savings on matriculation in UK/Australia/USA courses. 








i Entry: 5 passes at ‘O’ Level including English : Arts/Business • Applied Science MAKES LEARNING FRENCH 
T e Physics & Chemistry Labs + Computers Immigration Student Visa sponsored і А WONDERFUL AND UE EXPERIENCE 
© * 1989; 90.196 Pass * Free University Placement * Sports & Enrichment Programmes I For adults. 8.30am- 8 lev inner | to Advanced 1I 
* е Registered with Ministry of Education, Singapore LODGING IN PRIVATE APTS. SAND MEALS INCLUDED 
~ Very successful English Reinforcement begining 2nd January 1990. | Next 2-, 3- or 4-weeks immersion course starts 8 January - 5 February 1990 and ай year. 
p CR Calon Stas | 20 years of research and experience in the effective teaching of French to adults, 
Clarke College Singapore ч EL 
£ e Woodlands Cent ipud St o core Tel: 3680888 Fax: 3683285 INSTITUT DE FRANÇAIS -+ ELS 
lom om. m NM па NEM иш иш иш шы ee ee m юш юш иш om Ё 23 Av. Gén-Lederc, 06 VILLEFRANCHE/MER. T. 93 01 88 44. Tx. 970.9898. 








NES cov. quibui ME en ee ЧИН ESE LM DEN 


UNIVERSITY DEGREE 


For Life, Academic & Work 

Degrees for people who want to be more effective and 

secure in their Jobs or Professions. 

tam a BACHELOR'S MASTER'S or DOCTORATE Ned Ы 
your fife and work experience. 

gvon for your Y b.m mitay, company training, industrial 


| [ international 
Graduate Programs 


< London * Brussels • Israel * Rome * Boston 


Boston University offers its Master of Science in 
Managementand graduate programs in Computer 
















Information Systems at fo Th mener ion tle No REO кало i inahê ea 
a 1 T 8 ur overseas campuses. е are " 
``. Master of Science in Administration is offered in Boston. beer Ванч лебде уге оре алийн ا واوو دا مام‎ 


Я degree 
without formal classes or seminars at your own pace and time. 


Send deed Senay on wor майынын Айн: а: юса по 
cost evaluation 


PACIFIC WESTERN UNIVERSITY 


800 N Sepulveda Bivd, Los Californie 137—USA 









27е American-style programs 
`. @ International management focus 
* Full or part-time study 






———À—— —À — ——— — —À | 



































* Evening and weekend class options Phone: 213/471-0308 Telex: 182315 Fax: 213/471-6456 
* Internships available ——— — ————— ola آنه‎ 
* Admission to programs in September, January, or April 
. * Transfer option among campuses . 
For more information, contact: Taking the GMAT or GRE 
Poston Шау Metropolitan College exams? 
ntern pen 
755 Commonwealth Avenue, Room 105 We CAN help 
Boston, MA 02215, Tel.: 617/353-2982 Write to: 


Fax.: 617/353-5532 


Boston | University | 








Graduate Tutorials, GTAC Associates 
FREEPOST, London W5 4BR 
Tel: 01-993 3983 


ери language skills. 
intermediate 
MA advanced audio- 


cassette courses ~ Mont developed tor Ве US. 
State Dept. ~ we offer foreign language mystery 







dramas, dialogues recorded in Paris але, 






Warwick is rated as oneof Europe's 4/4 A YE AR If you are ambitious, have an 
most outstanding and innovative interesting career history and hold 


business schools. TO C H ANGE a good honours degree or 


The Warwick one-year full-time qj equivalent, we would like to hear 
BA offers iod толас You R LI FE from you. Financial Support is 
training with a chance to tailor available for outstanding 

courses to fit your own goals. It has candidates. 

о record of excellence in training И General management Bl Financial 






write: 
THE LANGUAGE BOURCE 
Suite N.33, 31 И Кейнан Church fret 











































managers for top positions in management WMarketing "TANGDOUWNTE 
leading international management Bill Production and LAN SD DOW NE 
businesses. operations management ACCREDITED 
Wi Organisation and human resources AMERICAN MBA 
@ Strategic management IN LONDON 
Bi Information management [*] Small classes for participative, 
WARWICK | 3 month assignment with industry. case-study teaching 


[e] International student body 

[e] Experienced business faculty 
[ө] Full-time: 12 months starting 
For more information and an application form in January 1990 

contact: Amanda Kerry, Warwick Business School, g eun I months 3 years 
University of Warwick, Coventry СУ4 7AL, U.K. 


[e] Convenient central London 
Telephone: (0203) 523922 Fax: (0203) 523719 location in Kensington 


Apply now for Prospectus for January start to: 
Admissio ns Deparment. 


WARWICK BUSINESS SCHOOL MEE Gate, Landon WE Ls, 


BUSINESS SCHOOL 
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COURSES _ SEMINAR 




















LEARN MBA & GMAT 
FRENCH ADVICE CENTRE The 
The intensive way and in real For choosing ай MBA course we supply 
immersion. This.means living in rankings & guide books. To help with 0 xf 0 f d 
gions. of Fakes aei fealiy becom: GMAT we sell the Official Guide, practice 








ing fluent. Also. vacation. and papers anda course on Feb 17th, 


learning plan. Cultural pro- z : à à ey 
gramme in Paris. Winter pro- For immediate a on co Ae 
ramme. on the French Riviera. РаѕТеѕ UK. T: 65-55 

Zate age, goal tevel and time |. сах: 056 S j f 


available. US transfer credits. 
27 March - 5 April 1990 














The French and American Study 
| Center, BP 176, Lisieux 141 

| f france, i Tel: 31 31 22 01. 
2: 












"My objectives in joining the seminar were 
threefold: Firstly a change of pace and 
environment; secondly an opportunity to study 
and discuss themes which are not given enough 
attention amid the usual short term pressures. — 
and thirdly to gain an insight into the key issue. 
likely to affect the business environment in the 
1990s. There was a high score of achievement 
on all three counts - J came with high 





1-year HOTIS DIPLOMA COURSE 
(Hotel information Systems 
[Computer] Management) 








pr "i 
| 3-year SWISS HOTEL MANAGE. 
| MENT DIPLOMA COURSE with 










LEARN TO SPEAK FRENCH BY 


optional ENGLISH MASTER OF TOTAL NATURAL IMMERSION 
SCIENCE DEGREE 


















with French participants for 7 expectations and these were amply fulfilled". 
Please ask for th brochures: intensive days in the DORDOGNE 
IHTTI, ‘International Hota and Te Chateau LA VALOUZE This seminar offers an annual opportunity for 
ism Training Institutes Ltd., Р. 0. Box, senior executives from various organisations and 
CH-4006 Basel, ТЫ. 1061) 312 30 84, hap seater ben bl countries to review develo ts throughout the | 
24490 LA ROCHE CHALAIS, France | lopments throughout the. 
5 Tel: 539144 28 world with the help of eminent academic and 











business specialists in presentations and 

discussions, and with men and women of similar 
status, but different backgrounds, in syndicate 
and plenary sessions. 


ө e P | | 
P r | ti ti П с developments to be discussed will 
and p . eit of the greening of contemporary 


• The effect on business opportunities with the. 
Soviet Union of Gorbachev's continuing 
reform programme; 









CONFERENCE 






























Privatization is taking place right across the world: 
Governments of all shades of political.opinion are using 
privatization to retinvigorate state industries, state services, and 
state-planned economies. 


The theme of the Fourth London Conference on. Privatization 
will be “Privatization and Economic Revival’ and will be of value 
to those from developing countries and non-market economies. 


The conference will also be useful to those from industrialized 
nations with industries or services that are politically or 
economically difficult to privatize. 


Speakers include: a leading member of the UK government: 

representatives of major international companies involved in 

“| worldwide privatization as well as speakers from some of the 
^] many countries where 

‘privatization programmes 



























1992: the challenges and the opportunities: 
as the starting date for the "single market" 
. approaches. 






Seminar Director: Bob Vause 
Fellow in Accounting 


Price: £4,000 « VAT - Residential 
Enquiries to: Mrs Dorothy Cooke 






























aré ander way Seminar Co-Ordinator 
oe A - The Fourth London Telephone: (0865) 735422 
duc a еы ONFERE Telex: 83147 айп TEMCOL 
23 Great Sth Str CONFEI NCE Fax: (0865) 736374 
Telephone: 01:222 doo PRIVATIZATION |, Templeton College — ne: 
Fax: 01-222 754. „July 2th-13th 1990 | WIS Oxo oxi SNY 4 
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PPOINTMENTS - 





"THE CITY UNIVERSITY BUSINESS SCHOOL 


- The Department of Banking and Finance seeks to recruit 
‘two Research Fellows and two Research Assistants to 
work in the areas of Monetary and Financial Economics. 


RESEARCH FELLOWS 
..£12,108-£18,315 pa inc 
“These posts are for a period of up to three years. You 


should possess a PhD degree in the areas stated above or 
© have relevant experience. Ref: RFO1 


RESEARCH ASSISTANTS 
£11,466-£14,031 pa inc 
These posts are for a period of up to two years. You 


should ideally have a recent MSc degree in Monetary/ 
Financial Economics/Econometrics. Ref; RAO2 


Further details and application forms please contact Mrs 

Phyllis Brand, City University Business School, Barbican 
entre, Frobisher Crescent, London EC2Y 8HB. Closing 
te: 22 December 1989. 


WHITTINGDALE 


INTERNATIONAL INVESTMENT MANAGERS 
ннн нинин nA MEME EU 


OPPORTUNITY AS DEALER 
WITHIN FUND MANAGEMENT 
Salary According To Experience Age 24-28 


Whittingdale is a successful and expanding independent fund manag- 
“er specialising in fixed-interest markets. We are seeking an ambitious 
and highly numerate individual to join our Dealing Department as an 
‘Assistant Dealer, He/she will be trained to execute dealing instructions 
jn a variety of fixed interest securities and to develop switch ideas. 
. Further progress will lead to the candidate being responsible for all 
‘deals within a single currency. At this stage, they will provide the 
‘Department's short term view for that market. 


The successful candidate will be a graduate and current experience 
ı within the City would be beneficial. 


Please apply to: 
Jeremy Alford, 
Whittingdale Limited, 
2 Honey Lane, 
London EC2V 8BT 


DEAN 


COLLEGE OF BUSINESS 
ADMINISTRATION 


" The University of Toledo із a state university with an enrolment of 
* 24,000 students in eight colleges with 21 doctoral programs. The fully- 
"accredited College of Business Administration has five departments 
“enrolling 5,000 students, along with an international Business insti- 
tute, a. Small Business Institute, a Center for Labor-Management 
“Cooperation, a Management Center (sponsoring executive education 
programs) and the Toledo Economic Information System. Besides the 
BBA and МВА, the College offers a Master of Taxation, MS in 
"Accounting, and MS and PhD in Manufacturing Management. 


^ Candidates should have an earned PhD in one of the disciplines in the 
College, substantial teaching and research experience, and significant 
administrative experience, including AACSB background. They should 
be prepared to lead the College to continued growth in the quality of 
instruction and the volume of research. 

ағу is negotiable. The position is available July 1. Send nominations 
nd applications to: Dr Carl V. Patton, Vice President for Academic 

"Affairs, The University of Toledo, Toledo, OH 43606. 

с Equal Opportunity/Affirmative Action Employer 
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| THE UNIVERSITY 
OF BIRMINGHAM 


TOKAI BANK CHAIR IN 
INTERNATIONAL 
FINANCE 


Applications are invited for this Chair, newly 
endowed by the Tokai Bank. The post is established in the 
University of Birmingham Business School and will attract 
a competitive salary. 

The responsibilities of the appointment. will include 
contributing to the recently introduced MBA in 
International Finance. Applications from candidates keen 
to participate in research projects on the Pacific Basin 
would be particularly welcome. i 

Further details are available from the Director, of 
Staffing Services, The University of Birmingham, 
Edgbaston, Birmingham B15 2TT (telephone 021-414 3841). 

The closing date is 16th February, 1990. 


The University is an equal opportunities employer 
















































UNIVERSITY OF CAMBRIDGE 
Institute of Management Studies 


Director of the MBA Course 


Cambridge University has recently established an Institute 
of Management Studies which will be responsible for 
several new developments, and in particular a new course 
leading to the degree of Master of Business 
Administration. 



























The Institute now invites applications for the key post o 
Director of the MBA course. The person appointed will be 
responsible for developing this new course within an 
overall framework which has been established by the 
University. This course will form part of the management 
development programme of participating organisations, 
ahd all students will be sponsored by their organisation. 
The course will last three years, but only three terms of 
that time will be spent in Cambridge. 


The ideal candidate for this position will have an estab- 
lished academic reputation, experience of running man- 
agement education, and the enthusiasm. and vision 
needed to establish an important new course. 


The post will carry the status of Professor, and the salary 
will be not less than that of a Professor. Further particulars - 
and application forms may be obtained from the Secretary 
General of the Faculties, The Old Schools, Cambridge | 
CB2 1TT, to whom completed application forms should be i 
returned by 12 February 1990. = 


` The University follows an equal opportunities policy. 
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1 iversity Lecturership (CUF) 


— а Economics 
; The “olle proposes to elect a Tutorial Fellow in Economics 


..With effect from 1 October 1990, in conjunction with a 
niv ' Lecturership (CUF) in Economics. The Fellow will 
nomics in a large and successful undergraduate and 
ата school, and engage in advanced study and research. 
`. Applicants from any field of Economics are welcomed. 
Further particulars are available from the College 
|. Secretary, to whom applications (10 copies or one 
| from candidates outside the UK) should be sent by 26 
" January 1990. 
-The College and the University are Equal Opportunity Employers. 








Course Development 
Manager 
£11466 -£18,315 pa incl. 


The Management Development Centre in the 
Business School runs a flourishing post-experience 
programme of short courses for business executives 
and senior personnel. 

We are looking for a Course Development 
‘Manager to become an integral part of our 
management team; to promote and develop the 
Centre's tailor-made training activities. 

As many of the Centre's courses are concerned 
with financial markets we are looking for someone 
with a good understanding of this area. The ideal 
candidate will be educated to degree level in 
Commerce or business studies. Experience of 
training would be an advantage, but is not essential. 

~ - Benefits include generous holiday allowance, 
.. Season ticket loan scheme and excellent sports and 
`: Social facilities. 


To apply, please contact Pippa Bourne, 
` Director of Management Development Centre on: 
01-920 0111, ext 2281 or Fax your CV to her on: 
01-588 2756. 





























ActionAid 


A leading British Non-Governmental Organise 
tion designing, funding and managing integral 
rural development programmes in Africa, айп. 
America and Asia has a vacancy for a senior. 
appointment as 


DIRECTOR: 


This challenging post, based in London and 
reporting to the Chief Executive, offers you the | 
chance to manage and develop long-term pro- 
grammes in eight countries throughout Africa. 
There will also be a requirement to identify areas 
for growth in existing and new countries. 































You will have successfully managed rural devel- 
opment projects in Africa for a number of years 
and demonstrated exceptional leadership and 
communication skills. You must be capable of 
motivating a team to manage programmes effec- 
tively and to carry through significant monitoring 
and evaluation initiatives in all sectors including 
education, health, agriculture and savings and 
credit schemes. An ability to communicate at the 
highest level with host governments and funding 
agencies is essential. 











The post involves a minimum of 13 weeks 
overseas per year. 


A competitive salary will be offered to include 
contributory pension scheme, five weeks’ holi 
day and life assurance etc. 










Please write with full cv to: 


Janet Phillips, 
Director of Personnel 
ActionAid 
Tapstone Road 

Chard 
Somerset TA20 2AB 


















Closing date for applications 5 January 1990. 











PPO 



















Chief Executive 


Precision Components 
€.&75,000 plus bonus 


INTMENTS 


QUEEN MARY & WESTFIELD COLLEGE 
University of London 


LECTURESHIP IN FINANCIAL 


ECONOMICS 


Applications are invited for this Lectureship within the Department of Economics. Candidates will be 
expected to teach át graduate and undergraduate level in Finance and at undergraduate level in either 
Microeconomics or Accountancy. 

alary will be on the scale £12,108 to £17,022 inclusive of London Allowance. Further details and 
application forms are obtainable by telephoning 01-975 5171 (24 hour answerphone service), quoting 
Reference 89/226 to be returned to the Personnel Office, Queen Mary & Westfield College, Mile End 
Road, London E1 4NS, no later than 5 January 1990 


Midlands/International 


An unusual and challenging appointment for an internationally 
orientated Chief Executive to lead a highly successful Engineering 
Division of a major UK plc. 


THE COMPANY 

<> Exceptionally profitable engineering company manufacturing a wide 
range of small, high quality precision components for OEM markets. 

«> Integrated network of over 20 units in 4 continents, employing 
20000 people, generating sales in excess of £100 million. 

< Strong record of growth and reputation of quality and innovation. 
Blue chip client base. Modern plants. 


THE POSITION 

< Full management and profit responsibility worldwide, reporting to 
main board director. 

< Focus on maintaining growth strategy by technical innovation and 
geographical expansion. 

«> Complete overseas acquisitions and build greenfield sites needing 
frequent overseas travel. 

QUALIFICATIONS 

<> Experienced Managing Director with flair for international general 
management and business building. 

X^. Background in manufacturing industry, ideally including mechanical 
engineering. 

C Graduate calibre, aged 40-48. Any nationality. Overseas experience 
and fluency in foreign languages. 

THE REWARDS 

< Generous base salary with bonus and options. Top range executive 
benefits. 





































BIRMINGHAM - 021-233 4656 - GLASGOW - 041-204 4334 
SLOUGH · 0753 694844 - HONG KONG · (HK) 5 217133 

































Project Director 
& Economists 
Candidates for Long-Term Public Debt 

Management Project in Africa. 

Send Hésumés/Salary Requirements to: 
MetaMetrics Inc 
1534 U St, NW 
Washington, DC 20009 


ECONOMISTS 


Consulting firm interested 
in obtaining expressions of 
interest from professionals 
experienced in developing 
country work for medium 
to long term assignments in 
the following areas: 
—Finance, capital budget 
ing, project evaluatiot 
and computer informa 
tion systems. Fluency in 
Portuguese required. 
—Economists and financial 
analysts with experience 
in water and sewerage 
projects. Fluency In 
Spanish required. 
Send résumés to: 

PO Box 57135 
Washington, DC 20037 
By telex to 64383 
By fax to (202) 775-5175 
By telephone 
(202) 828-8300 


APPOINTMENTS 
WANTED 


SOVIET SPECIALIST. European post- 
graduate in Soviet Studies. Knowledge 
of Soviet markets, culture, history, 
character and Russian language. Reli- 
able, capable and efficient. Fax (4 
221-7710 (Canada)... 5 













mmm 


EXPERIENCED COUNTRY RISK AN- 
ALYST, knowledge of European, Asian 
and African nations requires freelance 
assignments. Tel: 0425 638965. Send 
replies to Box Number 3678, The Econ- 
omist Newspaper Ltd, 25 St James's 
Street, London SW1A 1HG. 





ECONOMIST-ECONOMETRICIAN, 
32, European postgraduate in develop- 
ment economics, multilingual, experi- - 
ence with academic/international or- 
ganisations in Europe/Africa. All replies 
acknowledged. Box 3676, The Econo- 
mist Newspaper Ltd, 25 St James's 
Street, London SWIA tHG. |... 
INTERNATIONAL BUSINESS MAN- 
AGER, 54, German, fluent English, 
strong background. in multinational 
ESC projects, seeks position in:North- 
ern Germany requiring skills in procure- 
"ment and business development. Write 
to Horst Barthel, Beim Strohhause 14, 
D-2000 Hamburg 1, Germany. 


€——————M M n  Á— Tanna 
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APPOINTMENT 






Texaco Ltd is one of the UK’s leading oil companies with a major 
presence in the North Sea and in UK manufacturing and marketing. 
The London-based Public Affairs department keeps both our external 
publics and our employees informed about company affairs in a fast 
changing industry environment: 


New creative opportunity in 
the oil industry 


We are now seeking a versatile, high calibre professional to join our 
Public Affairs team in the new and important position of Business Writer 
You will play a key role in a highly skilled and professional department 
which reports directly to the chairman. 


You will work on a wide variety of projects including preparing 
speeches and presentations, writing feature articles for internal and 
external publications, and researching company information. You'll often 
be working closely with the chairman and other senior executives. 


You will have an impressive journalistic background in the business 
press, be a business writer for another company or speechwriter for a 
public figure, used to conducting your own extensive research. Essential 
qualities include highly polished and versatile writing style, ability to 
prioritise under pressure and the ability to deal diplomatically with busy 
senior executives. A thorough understanding of business and economics 
is needed but not necessarily of the oil industry, 


This significant position offers an attractive package which reflects the 
nature and importance of this role. 


Please apply with a full c.v. to Veronica Sherry, 
Personnel Officer, quoting ref. E/647 at: Texaco Ltd., 
1 Knightsbridge Green, London SW1X 7QJ. 























We are an equal opportunities employer. 
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LONDON IMMIGRATION TO BRITAIN | | CZECHOSLOVAKIA 
















= Do you need sound advice on UK Immigration : г 
South Kensington malen ifso, come to the Professionals. Independent consultancy established in 
Luxury fully furnished опе and two bed Former senior officiats of the UK eee n Czechoslovakia and in the UK offers 
flats in quiet cul-de-sac off Queens Gate. Service will assist with every aspect, including professional services to companies in- 






Resident manager, direct dial telephones, business investor cases, work permits, over- 
video security and colour TV. Weekly Seas company rep: atives and all individual 
Fates from £266 to £560 plus VAT. 2 


| FULL DETANS: Tet 01-225 0184. FAX 
01-225 0280, TELEX 893095. 








fending to exploit East European 
markets. 






an Торны Ltd, Two Elma, Old Bath Road, 
Sonning on Thames RG4 052. Tek | 
0734 693310. Р 
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Economists 


British Rail is looking for two enthusiastic graduate economists to join its Policy Unit in Central London, working ona 

wide range of economic and forecasting problems. The successful candidates will take key roles in a small highly 

professional team. 

The first vacancy is for an Economic Assistant. You would initially be responsible for monitoring external economic 

developments, collecting, analysing and reporting on a wide range of economic data, and producing economic 

forecasts — often to very tight deadlines. 

The second post is for an Assistant Transport Economist. Your duties would include analysis of transport policy and 

competition as it affects British Rail. Some prior knowledge of the transport industry would be an advantage, but is not 

as important as having top-rate analytical microeconomic skills. 

For both posts you should have at least a good degree in economics; we would particularly welcome candidates with a 

`` Masters degree. Some experience working as an economist in a business environment would be an advantage but is by 
‘nö means essential. Although both of the posts are immediately vacant, 1990 graduates willbe considered. 

‘Salary on appointment will be in the range £13,500-£16,000 depending on the qualifications and experience of the 

successful candidates, supplemented by extensive travel benefits. Career opportunities within BR are excellent for the 

right people. 

If you would like an initial discussion about these posts please contact Veronica Clarke on 01-922 4148, Applications, 

~ including a full Curriculum Vitae and quoting a daytime telephone number, should reach us by 5th January 1990 and 

‘should be sent to: 











Director, Policy Unit 
British Railways Board 
PO Box 100 

CP23, Room 209 
LONDON NW1 1DZ 


British Rail is an equal opportunities employer. 





JSINESS & PERSONAL 


WHY NOT ECONOMISE 
ITH OFFLINE DATABASES? 


` (Available on CD-ROM, 3?" or 5?" diskettes) 


vast selection of realistically priced and sensibly organised time series is now 
ailable on Compact Disk and floppy diskettes. This allows users to monitor the 
licies, and to evaluate future trends, with the speed and economy of 
uter. Data can now be accessed at a fraction of the cost of on- 
— free from the excruciating costs of telephone delays and 
ansmission errors. 


TOLET: charming, spacious, one-bed- 
US IMMIGRATION И Ан 


Obtain US Immigration through pur- MGE کت‎ 


hase of secured and well-rewardin 
chase of secured а 0 KNIGHTSBRIDGE AND MARBLE 


real estate or opening of American 
branch companies, etc. ALL MAT. | ARCH. Luxury flats. Colour TV. Long/ 


TERS HANDLED BY A LICENSED US short lets. Tel: 01-723 0707. Fax: 01- 
ATTORNEY/PhD ECONOMIST. 724 3026. 


Contact: Edward Р. Gallagher, Attor- 


ney-at-Law, PO Box 70302, Wash- 25 

ington, DC 20088 USA. Tel: (301) ia m LONDON ond 

299-7269. Fax: (301) 983-3439. i valve Vor money. Our apartments ofer B 
reat savings compared to hotels. | 

a ully serviced, private bathroom, kitchen, п 

a "Tourist i central heating, elevator. — M 



















OFFICIAL SOURCES OF DATA 

Statistical Office European Commission (harmonised data) * Organisation of 
conomic Cooperation and Development * International Monetary Fund * 

Citibase (USA) ж Deutsche Bundesbank * 

: COVERAGE 

Economy ж Finance ж Industrial Production and Surveys ж Labour Statistics * 

Energy * Foreign Trade (nduding -8 digit codes) * Social Conditions ж 

unre * Forestry * Fisheries * Regional Statistics (EEC member-states only) 

* World Commodity Prices (US dollar/£ sterling/SDR) and Indices ж 








a 
n 3 Ashburn Gardens 
r South Konsi , London SW7 4DG, UK п 


; UPDATING FREQUENCIES Tel: 011-441 370 2663 
Annual * Quarterly * Monthly Fax: 011-441 370 6743 
APPLICATIONS Ёш ип иш иш EM ENS UN al 


Updates and. revisions of data are executed with minimal key-strokes, 

leaving historical data in a central databank undisturbed — databank 

' management software is free of charge. 

Data are readily exported to spreadsheets, etc. 

A wide selection of independently priced data-packages limits excess 

purchase of unwanted data. 

Optional desktop analysis software is available with statistical analysis and 
graphs for reports, etc. 

г MINIMUM PROCESSING REQUIREMENTS WITH ALL THE COMFORTS 

ХАТ. or compatibles: MS-DOS2.1 or higher/MS-OS/2 with 512K КАМ. 20Mb OF YOUR OWN HOME 

ard Disks 





























US IMMIGRATION 


Licensed US Attorney 


Legal counselling for individuals 
and corporations wishing to immi- 
For free 48-page catalogue of off-line statis- n 1 eden busi ede UE 
tical databases, including uniquely econom- t . : 

i f ‚+ Daniel A. Austin 































ical databases on developing countries: paren ^ рабін A. Austin 
Global-Stats Ltd, Unit 1, Clarks Industrial t for business or leisure огпеу 

? Estate, Newtown Road, Hove ВМЗ 7DN, SERVICED APARTMENTS 1301 West 22nd Street-Suite 807 
United Kingdom. Tel: (0273) 725221, Fax: f ingham Gardens — , Сак коок. Mo E LS USA 


(0273) 23863, Telex: 46590 ICC X G (Attn. 
). 08) 573-8540 
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CONFERENCE — BUSINESS & PERSONAL 
CONFERENCE CC: BUSINESS & PE 


9117. 











Designed for business 
Ап imponant and provocative conference for directors and senior managers who 
Î SÎ recognise the vital role of design in business. 
A series of nine case studies will cover topics ranging from corporate identity. 
"branding and packaging, product design, design in retailing, design 
5 management and international trends. 








Cali (01)434-0030 





г. Queen Elizabeth Il Conference Centre, London, Thursday 15th February 1990 
With speakers from Europe, the United States and Japan representing: 
Akzo Apple Computer UK Chesterton London Business Schoo! 
Philips“ Unilever Yamaha Xerox 














join the 


"EUM S NAPOLEONIC 
For further detalis and & registration form call Katharine Richards on SOCIETY OF 
+44 1 228 8034 AMERICA 





: or.write 16: Design for Europe: Limited, 8 Cotswold Mews, Battersea High Street, 
5, London SW11 3JE, United Kingdom. 


Design for £urope Conference is sponsored by Appie Computer UK Limited 
& Design Business Association. 


‘APPOINTMENTS 


Leon Blvd, Clearwater, FL 34616. 


ee EPSOM, SURREY 
....Can you meetthis challenge? 


- Petrofina (UK) is a successful and growing subsidiary of one of Europe's largest oil 
companies. Itis involved in exploration activities and the production, refining and 
. Marketing of petroleum and associated products. 


are looking for enthusiastic, intelligent and flexible individuals to join our small 

_ Corporate Development Unit. Applicants will be Quae. probably with a further 

qualification in Business Studies or nd: ommercial experience gained 

within a dynamic environment is essential, and you should be ready to take a 
challenging step forward in your career. 


. Successful applicants will initially assistin the business development of the UK 

‘= group. This could include planning and analysing acquisitions and disposals, or 
alternatively, the overall analysis of strategic options available to the group. There 

„ ` Will be the possibility of secondment to other functional areas. 


| . Based initially at our modern offices at Epsom, the vacancies offer an excellent 


2 ашу and benefits package as well as exceptional opportunities for career 
. development into a management role. 


Please write with full C.V., quoting Ref. No. PS/89/101 to: 


















Eleanor Boyd, Personnel Department, Petrofina (UK) Limited, 
Petrofina House, 1 Ashley Avenue, Epsom, Surrey KT18 5AD. 


Petrofina is an equal opportunity employer. 
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EXPATRIATES—FREE copy, unique 
expat newsletter, write: Expatworld 
Box 1341, Raffles City, Singapore 





valo Hedez. 
Sarah Hodge Recruitment Consultants 


Need a Top Secretary? 


215-217 Oxford St London W1R 1AH 


You'll get our Member's Bulletin, a miem- 
bership card & pin, & you can attend our 
annual conferences & go on tours to 
France. Send for information and a free 
sample Bulletin TODAY! 1115£ Ponce de 




















ZURICH-ZURICH-ZURICI 


BAHNHOFSTRASSE $2 : 
YOUR OFFICE AWAY FROM HOME 
>: ского oe 
Company/Fiduciary Formations 
e international L/C Doos/invowes EL 
How to do business ior HOM 
| Switzerland. 


Business Services Consult Corp 
2096 
















Bahnhotstrasse 52, CH-8022 
Tek 0211 92 07 - 
Fak: (12111922 — Telex: 813082 BS 








New incorporations, remalling, con 
Suiting, will open your personal or | 
business bank account, Personal | 
vice, confidentiality. 
Nevada-international. Corpora! 
| vices inc, 1401 md g 
ciy, Nevada, USA 83701. 
3-8665. 




















KNIGHTSBRIDGE 
| A small family owned hotel in 
and feturished i a hgh enden 










а 


NETEC FINANCIAL - 











Vancouver, BC. Canada YOC 248 
Te 804 685 4335 Fax: 604 886 S253 
Tolan: 04 84054 VCR Gone: MES 






JUNTING AND ADAIR 
SERVICES AVAILABLE 
FOR AN EXPLANATORY 
DISCUSSION AND BROCHURE CALL 

COLIN FOSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD. 
COMPANIES HOUSE 

TOWER STREET 
RAMSEY 


SE 
ISLE OF MAN 


TEL: 100 2834 444 (TOLL FREE VF 
СТА 


0624 815544, ТОБ 









‘AND PASSPORT/DR LICENCES. Any 
Country, various reports on how to 
Obtain them. INI, 26 Kteomenous, Ath- 





BUSINESS & PERSONAL 


PROFIT FROM PROPERTY BOOM in 
Europe. Free details: Property Inves- 
tor, 5 Cleveland, Beech Road, Reigate, 












ens 10675, Greece. Surrey RH2 9ND. 








IMMIGRATION—CANADA 


One of Canada's largest investment houses offers bank or first 
guaranteed investments in the Investor-Immigrant Program, gege 


“We are leaders in the field of Investor-Immigration in Canada. Confidentiality is 















СЛО Mr Louis Lablanc ML iar eei rni n BC mid Coo Ha id 
or , 
Telephone Hae Fax 514/879-1015 


WIDEN YOUR MARKET 


We can represent you in London and provide comprehensive administrative 
services + basic research. Associates in EEC, USA and Hong Kong 
< provide similar services. We also incorporate and administer companies in 
most countries including offshore. 


(Contact: McHattons (Chartered Secretaries), 48 Grafton Way, London W1P 








START an Import/Export Agency. No 
capital or risk. Immediate access to 
profits in world trade. FREE booklet. 
Westlink (C), 55 Constitution Street, 
Edinburgh EH6 7AY, Scotland. 


DIPLOMAT 
HOTEL 
2 CHESHAM STREET 
BELGRAVIA 
LONDON SW1X 8DT 


Tel: 01-235 1544 
Telex: 926679 DIPLM TG 


Fax: 235 1544 


in exclusive Belgravia within walking 

distance of Harrods. Provides unsur- 

passed opportunity for super accom- 

modation and full English breakfast at 

exceptional value. 

Single bedroom from £49.95 + VAT 
Double/Twin from £74.95 + VAT 





OVERSEAS POSITIONS. Hundreds of 

top-paying positions. All occupations. 

Free details. Overseas Employment 

Services, Dept EC, PO Box 460, Town 

ae Mt Royal, Quebec, Canada H3P 
7. 


DOING BUSINESS 
CE? 


“WINNING THE DEAL IN FRANCE ‘is the 


ide to negotiating with the French UK: 
4.95. Rest of worid: $54 (or equivalent) inc 
P&P. 
For further information write to: 1992 Busi- 
ness Services, PO Вох 46, irthlingborough, 
Wellingborough NNS SAZ, UK. Tel: 0 
652343. Fax: 650698. 






HOW TO LEGALLY OBTAIN A 
















































..SLB. Telephone (1) 387 2838. Fax: (1) 388 4932. Telex: 29730 DX 3106. 


THE HELEN SUZMAN CHAIR 
OF POLITICAL ECONOMY 


A LINBAR EXCLUSIVE HOTEL 





Applications are invited for this newly created professorship In the 

riment of Economics. The Ernest Oppenheimer Memorial Trust, the 
Chairman's Fund of the Anglo American Corporation and De Beers 
Corporation are providing generous funding for the post in honour of 
Helen Suzman and to develop and support research and teaching їп 
the broad area of political economy. Applicants for the chair should 
have a strong record of research, publication, leadership, and should 
share a sympathy with the Ideals expressed by Mrs. Helen Suzman. 


The chair is one of three in the department. The Department, with 
Accounting and Business Economics, is one of three in the Faculty of 
Commerce. It is responsible for conducting teaching and research in the 
standard areas of the discipline and in others which at present extend to 
Austrian, Marxian and Post Keynesian economics. Courses as divergent 
as econometrics, development economics and the history of economic 
thought are offered. 


The salary will be within the normal professorial range plus a generous 
subvention from the organisation's endowing chair. Benefits include 
annual bonus, pension, medical aid, generous leave and financial 
assistance towards dependants' study at Wits where applicable. If 
eli ps housing subsidy, relocation allowance and car scheme will be 
inciuded. 


The appointment is a permanent position, but the University will consider 
applications for a contractual period of three years or more. 


For an information sheet, contact Personne! on (011) 716-2217, or 
Dr. Peggy Beezold of the SA University's Office, Second Floor, 16 Charles Il 


Street, London 51Ү 4QU. Informal enquiries may be directed to the 
PL Ure Pd Faculty of Commerce, Professor W D Reekie on (011) 


Applications must please be submitted to the University of the 
Witwatersrand, Personnel Office, P O Wits 2050, Johannesburg, South 
Africa by not later than 31 December 1989. 


UNIVERSITY OF THE WITWATERSRAND 








SECOND FOREIGN PASSPORT 
A SECOND PASSPORT OFFER 
MORE FREEDOM, GREATER SECUR 
TY, INVESTMENT OPPORTUNITIE 
AND CAN HELP TO SAVE TAXES 


The exclusive PASSPORT REPORT is 
obtaining 








bd 


pleased. 

£60 (US$100) + delivery . Airmail £12 

Ne ) extra or surface free. Or detalis 
Я Books Ltd, Вох No 118, 62 

Murray Road, Homdean, Hants POS SJL, 


UK. 
RTI Umum 


"^ BORED MEETING 
IN TOWN? 
board and 


8 678) 555 
444 CHARMA G 








INTERNATIONAL 
PROPERTY 


ST MAARTEN,. DUTCH WEST 
INDIES. Furnished holiday home, with 
ocean view and poof. US$395,000. Call 
London 01-748 8987 for details. 













ANTIGUA, WEST INDIES 
Well established beachfront apartment development 
offers for sale blocks of 2 or 4 two-bedroom 
apartments, Exéellent investment particularly for 
ngi фаш with longterm interest ih 
Caribbean. erimanager will provide ongoing 
management Services, 
if not interested m purchasing, try us for a quiet, 
генле vacation. 
Barrymore Beach Club, PO Box 244, 
Antigua. Tix 2069, Fax 809 462 4140. 
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ECONOMIC AND FINANC 


OUTPUT, DEMAND AND JOBS West Germany's aNP rose by 3.3% in the year to the third quarter, 
slower than the 4.9% increase in the previous quarter. Its jobless rate increased slightly to 7.9% in 
November, and in the 12 months to October industrial production rose by 3.3%. In the year to the 
second quarter Canada’s GNP rose by 2.3%, from 2.5% in the first quarter; industrial production 
rose by 0.3% in the 12 months to September. In October Japan's jobless rate edged up to 2.396. In 
August Australia's industrial production was 10.496 higher than a year ago. 

































































% change at annual rate 

industrial production GNP/GOP retail sales [volume] unemployment % rate 

3 mthst 1 year 3 mthst 1 year 3 mthst 1 year latest year ago 
Australa — + 54 +104 ag +25 +390 0 02 #35 0 60m — 69 
Belgum . +23 +51 мы E аа I 103 of di. 

à 7.4 оа 78 

95 ox 102 
79 м ВА — 

: i | 58 se _ 62 

italy ў i A + 31m + 78 71 beet 166 оа — 165 
Japan +26 + 54 w  — 31 3 48 €  -— 77 178 m 23 а 24 
Spain +16 +44 s га“ na 4686  - 06 ou 164 oa 189 _ 

Sweden — 517 3 49 s na 26 +36 +36 A 15 о — 17 

Switzerland 4154 T56 @ +20 1 29 m 3154  - 01 wei 05 о" — 08 

И: qui 170-0) +39 4 2000 — 15 307^ 59 ot 76 
А +07 t 14 o +27 4290 FIO +18 o (58 а 53 





Value index deflated by CPI. 


PRICES AND WAGES Japan's consumer prices rose by 2.9% in the year to October, up from 2.696 
in the year to September. In November West Germany's inflation rate remained at 3.3%, Italy’s fell 
to 6.4%. West German wages rose by 3.8% in the 12 months to October—a real rise of 0.5%. 
Dutch wages rose by only 1.596 in the same period, the smallest rise in the table. in Canada wages 












































rose by 5.0% in the 12 months to September, implying a real pay cut of 0.2%. 
% change at annual rate 
consumer prices* wholesale prices* wages/earningst 
3 mthst 1 year 3 mthst 1 year 3 mthst 1 year 

Australia * 95 + 80 _ +80 — 69 4 +O 378 . 
Belgium +33 +35 mw (t 84 + 63 м + 37 +42 at _ 
Canada -437 +510 UE + 13 ош + 48 + 5.0 sep 
Frane +27 + 35 o + 26 + 8.1 о +39 + 40 sw 
W. Germany — +12 +33 me — + 20 +34 оа — + 16 + 38 о — 
Holland ___+33 +14 ш 16 +27 эр ЛЛ 150 O 
italy’. + 6.0 +64 ny ___+ 28 + 6.1 as +14 — +64 sot _ 
Japan +23 + 29 ош +13  — +33 оа +42 + 48 Seo 
Spain + 97 7A ot __ +39 +42 +27 +583 on | 
Sweden + 55 + 64 оа + 28 + 56 o +18.3 — +110 __ 
Switzerland +27 + 37 о + 04 + 36 оа +157 +36 m* —— 
UK +47 +73 0 + 47 + 4.9 oa + 70 + 90 зр. 

А15, + 32 + 45 ш 2201 +49 о + 54 +40 оа 





vurly wage tates in manufacturing except Austratia, weekly earnings: Japan, and Switzerland, monthly earnings; Belgium, Canada, Sweden and USA, hourly 
earnings; UK, monthly earnings for ail employees, 


. INDICATORS 


| 
| 
| 
| 
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| COMMODITY PRICE INDEX 
[| Nickel was a front-runner in 
7? the recent  metals-price 
boom. Fuelled by a 2796 rise in stainless- 
steel output in the two years to 1988, prices 
trebled, peaking at $10 a Ib in March 1988. 
Since March this year, however, they have 
slumped by 50% to $4 a ib. Demand for. 
Stainless steel is now falling: output im 
America was 2696 lower in the thitd quarter 
than a year earlier, while Japanese and. | 
European producers are cutting output by up 
to one-fifth. Nickel production rose by 5.795 
in 1988 and will expand by about 5% this 
year. In 1990 Shearson Lehman Hutton 
expects supplies to climb a further 3.7%, to 
685,000 tonnes, creating a big surplus. 
Prices could fall to $3 a Ib. 















































1985—100 % change on 
Nov 28 Dec 5t one ane 

ee Jmow years‏ ی 

Dollar index 

AliTems — 1261 _ 

Food 987. 

industrials | 

„А 3934 180. 

Natt 136.1 5 

_Меав____ 165 

Sterling index 

All 1095 — 1006 










0 785 — 


122.8 











„Metals — 
Gold 


Speroz — — 41075 40575 +56 — 50 
Crude oil North Sea Brent 
$ per barrel 18.20 1898 + 02 +330 


t Provisional ft fibe-Tood agriculturals 








W AID In 1988 foreign aid from the rich- 





country ‘members of the оєсо rose to $48 
billion, a 16% increase on the previous year. 
After allowing for inflation and currency 
movements, the increase was 8%. Norway's 
government was again the most generous: it 
gave 1.1% of its GNP, or $985m. America 
gave $10.1 billion, a rise of 10% in real 
terms, but this was still only 0.2% of GN», 
making it the meanest country apart from 
Ireland. in the late 1970s Italy gave a mere 
0.1%. of GNP; in 1988 it gave 0.4% of GNP, a 
rise of 16% over the year in real terms. 
Britain increased its aid to $2.6 billion, a real 
rise of 2296, but this was still only 0.396 of 
its GNP, about the same share as Japan 
managed. Austria, the meanest country in 
1987, had the biggest real increase last year, 
of 4496, 


Footnotes applicable to all tables. 
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All figures seasonally adjusted except * not seas. adj. tAverage of latest 3 months compared with avg. of previous 3 mos, at annual rate. na not val 








ш GOVERNMENT BONDS The total return | WORLD BOURSES The leading stockmarkets all gained during the week. Buoyed by a strong D- 
on government bonds depends on move- | mark, Frankfurt rose by 4.5%. Tokyo climbed 1.4% to reach another new high. Wall Street finished. 
ments in their price and the interest they | 1.5% higher. London gained 3.8%, boosted by strong property shares. 












































earn. Over the past 12 months the total | Stock price indices % Change on 
return on American government bonds has Dec 5 1989 — one one record 31/12/88 
been 14.1%, the highest in local-currency high low week year high ahal LL 
and dollar terms of the 11 countries sur- | т-с quse SECHS ug aay aaa = 
veyed by JP Morgan. Second-best in dollar | gui 55645 68053 55193 or БАДЫША? 
terms were Canadian bonds, whose currency | canada 3939.8 4037.8 3350.5 Pos x 
was the only one to strengthen against the | France 543.8 561.6 CAMS 437 F 
: dollar; they offered a return of 13.7%. Next | W.Germany 20188 2056.8 15957 +45 +; 
came the bonds of the biggest borrower of | Holland 2025 2105 1667 +36 + 
| all; the italian government, which yielded | Hongkong 2764.4 3309.6 2093.6 +02 + 
- 8.7%. Low interest rates and falling prices | ‘aly. 6680 — _ 7348 575 + OF 
meant Japanese bonds offered a yen return дарап 374942 S E 301338 xu NBN 
-of minus 0.8%; in dollar terms the loss was Rr es 1315 Wer м E 





even bigger, at minus 15.796. 





Spain 305.6 328.9 2686 ^ ni 
Sweden 3977.0 4660.3 33339 +04 


on government Switzerland 771.0 829.1 613.1 * 24 
30 Pit UK 2327.5 2426.0 1782.8 * 38 
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+++ +++ + 








USA 2741.7 2791.4 2144.6 + 15 

- ` Cond at financial ге 
MONEY AND INTEREST RATES Short-term money-market rates eased in America by 0.4%: in 
West Germany they increased by 0.5%. Australia’s narrow measure of money grew by 4% in the 
year to October; the broad measure rose by 26.6%. 















































Money supplyt Interest rates % p.a. (Tuesday, except bonds which are previous Friday) 
% rise on year ago Money market Commercial banks Bond yields Eurocurrency 
Narrow Broad Overnight 3 months Prime Deposits Gov't Corporate ^ Deposits Bonds 
[M1] lending 3months — long-term 3 months 
Australia + 40 4266 o: 1830 1803 2050 1772 1301 1401 1756 1432. 
Belgium +48 +790 975 980 1275 980 986 968 1000 957 
Canada +48 +111 on 1250 1230 1350 1230 9:63 10.38 1206 1030 
France +64 + 74 ag 994 1050 1050 1063 9.2 980 1050 953 
W.Germany+ 47 +51 sp — 775 805 9.50 — 733 780 780 819 770 
Holland +72 +145 sẹ 838 848 105 848 791 825 831 792 
Italy +76 +92 s 1263 1325 1400 па 1242 1202 1275 1157 
Japan +72 +99 s» 619 579 488 2046 648 617 656 578 
Spain +135 413.9 o 1500 1541 1625 775 1286 1405 1500 na 
Sweden na — + 63 x 1175 1275 1300 1250 1313 1390 1238 1267 
Switzerland — 5.1 +60 se 800 813 850 750 5.56 619 806 648 
UK X 53 +172 c 1506 1513 1600 1519 1029 1209 1519 1177 
USA +03 +38 о 644 824 1050 823 768 908 850 837 








Other key rates in London 3-mth Treasury Bills 14.6%, 7-day Interbank 15.0%, clearing banks' 7-day notice 4.! 096. Eurodol 
rates (Libor): 3 mths 8.3%, 6 mths 8.1%. 


{М1 except UK МО; МЗ except Belgium, Holland, Italy and Sweden M2, Japan M2 plus CDs, UK M4. "Definitions ol interest rates. tuote ay sche ‘on таш... 


Sources: Banco Bilbao Vizcaya, Chase Manhattan, Banque de Commerce (Belgium), Crodh pars Credit Lyonnais í бик Моб Svans ka Handelsbanken, 
ANZ Bank, CSFB, The WEFA Group. These rates are indicative only and cannot be const offers by these ban! 


— TRADE, EXCHANGE RATES AND RESERVES Japan's visible-trade surplus narrowed to $5.7 billion in October, a decline of $300m from September; 
the 12-month trade surplus fell to $84.7 billion, and its current-account surplus declined to $64 billion. In the same period West Germany's current- 


account surplus fell slightly, to $54.7 billion. Australia’s current-account deficit rose to $15.9 billion in the year to October. In trade-weighted terms the 
dollar and the yen both fell by 0.4% during the week, and the D-mark gained 0.2%. 






























































trade balancet current- trade-weightedtt currency units per $ currency units foreign reservestt 
$bn account exchange rate $bn 
latest latest 12 balance $bn 
month months latest 12 mths latest year ago latest year ago per £ per SDR per ecu Sept year ago 
a 42 — 159 оа na na 128 113 201 165 146 133 129 
17 + 32m 1086 1067 373 363 586 500 428  . 102 8.6 
54 — 184 ш 1055 1006 1.16 1.19 183 149 133 157 13.9 
70 — 48 ш 101.9 997 606 ` 592 9.53 780 695 258'* 293 
759 + 547 o 173 — 1141 178 173 279 29 204 ^ 577 578 _ 
38 + 61m 135 111 2.00 1.95 315 257 230 162  — 148 
128 = 54 ot 100.3 97.8 1307 1280 2053 1680 1499 469 ^ 291 
84.7 + 640 оа 1337 1534 144 122 226 185 164. 851 ^ 903 
— 267 = 103 оа 103.8 1005 115 113 180 148 13] . — 427 339 _ 
* 38. — 38 sep 949 951 6.37 6.00 100 8.20 7.28 114 84 
ei + 67v 1068 — 1113 1.59 145 250 ^ 205 ^ 183 215 238 
UK 292 o — — 404 — 885 оа 864 98.7 0.64 0.54 = 082 ^ 073 375 417 
USA — 7.94 sep —1110 —1224 ш 





68.9 64.6 — — 1.57 1.29 1.14 S14 36.7 
fAustralia, France, Canada, Japan, UK and d USA imports ris fob, exports fob. Ail others cif/ob. tł Bank of England index 1985 = 100 New series, tt Excluding gold. **August. T1988 : 
Registered as a Newspaper. Produced by The Economist Newspaper Ltd., London, England, and printed in Singapore by Times Printers Pte. Uude oc 
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The determination to excel, to hise, to be the best. That's the: spirit of Korea. That too, is the s} 
..orean Air. We have one of the most modern fleets in the world. And when you're on board, you'll 

our untiring commitment to making your trip the best you've ever had. Next time you QM ng tok 
call your travel agent or Korean Air. Experience the dedication to excellence that could only be Koi 


FLY THE SPIRIT OF KOREA TO KOREA. 





REAN AIR 


THE SPIRIT OF KOREA IS IN THE AIR 


Our interests in Asia 
spread from cruise liners 
to first class hotels. 


European based ACCOR is one of the fastest 
growing hotel, catering and seryice companies in the 
world. 

Twenty years ago we began operation with just 
one hotel in France. Today we operate 800 hotels in 
60 countries and employ over 62,000 people 

A new ACCOR hotel opens every 5 days. And this 
year alone we will train more than 10,000 people on 
our ACCOR Academy campus 

ACCOR's hotel chains span all the ‘star 
classifications, from luxury hotels to idyllic resorts 
(Sofitel, Novotel, Ibis, Pansea). We operate 2,500 
restaurants, a leading worldwide luncheon voucher 
system, institutional catering, tour programs and 
cruisc liners. 

Our interests encompass a world of hospitality 
We are now actively looking for new develop- 
ment opportunities in Asia and Australia to add to 
our present ventures in Japan, Korea, China, India, 
Mataysia, Singapore and Thailand 

In ASIA, we're investing for the future. Join Us 


ACCOR. T 
Taking off in Asia 


TREET TOWER 23/4 






















4GSE RD 


BANGKOK THAILAND FAX (66) 22371308 








BERKELEY EXECUTIVE EDUCATION 1990 
University of California, Berkeley 





> Competitive Marketing Strategies: Management Development, July 22-27, 
For High-Tech Products, March 4-9, "Berkeley 
erkeley, é И. 14-19, $ idge, Mass. E : 
Berkeley, and Oct. 14-19, Sturbridge, Mass > Competitive Strategies and Public 
For Service Businesses, July 15-20, Berkeley ^ Policies for Telecommunications 
For Consumer Products, Sept. 23-28, Berkeley Companies, Nov. 4-9, Berkeley 
S Advanced Strategic Market Planning and » The Berkeley Program in Executive 
" Analysis, March 11-16, Berkeley Compensation, June 10-15, Monterey, Calif. 
Corporate Financial Management and $ Custom-Designed Programs 
.. Strategy, May 13-18, Monterey, Calif. 
MALKIEL EDON 
43) The Berkeley Executive Program, For further information: Betty R. Robinson, 
* Sept. 30-Oct. 26, Berkeley Administrator, Berkeley Executive Education, 
Я University Extension, Dept. 587, University of 
D Managing High-Technology Companies, California, Berkeley, California 94720, USA 
" March 25-30, Berkeley, and Oct. 14-19, Sturbridge, Telephone: (415) 642-4267, ext. 587 
Mass. Fax: (415) 643-8683 








Do you travel on business? 


GIVE YOURSELF A FLYING START WITH THE ECONOMIST BUSINESS TRAVELLER'S GUIDES 








Vhile culture shock can be a colourful experience for the casual 
isitor, it can prove a disaster when trying to establish good 
business relations. 

The Economist Business Traveller's Guides is the only 
series of guides to cover every aspect of doing business 
internationally, with cogent briefs on 









* Business practice and etiquette ө Law, tax and employment 










* Political and economic * Importing, exporting and 
circumstances distribution 

* Major industries and * The financial and business 
professions worlds 






Together with comprehensive guides to major business 
cities, including: hotels and restaurants, transport, and local 
business services and resources. 

Price per title including postage: UK £13.95: Rest of World 
£17.50. Payment can be made by cheque, credit card or by 
pro-forma invoice. 


The . 
Economist 
PUBLICATIONS 









Please send orders with payment to: 

Marston Book Services 

P O Box 87, Osney Mead 

OXFORD OX2 ODT 

Facsimile: (0865) 791927 Telex: 837515 

For credit card orders and enquiries please contact 
Mrs Pat Crook on Oxford (0865) 791155 
Personal callers may purchase books from The Economist Publications Book shop, 23A St 























The i FOREIGNERS BUY AMERICA. == 


j THE PNG MIRACLE2.. -— 
Economist UE = 


age 


A survey of Europe’s capita! nonet 


Yesterc.. 
mar 


Wit 





«CLASSES TWICE A WEEK. A RAVE RECEPTION IN THE JUNIOR PRODUC- 
TION. AND THE MAESTRO'S ALREADY TALKING ABOUT BROADWAY.» 





«vat records the world's significant moments. 
go " 
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omorrow's Europe 


Sig —How. charming .that® you 
now write that “a federal Europe 
ight have been imaginable in 
988". but not now, after 1989 
"Remixing Europe", Novem- 
ber Lith). I did not notice you 
vocating a federal Europe in 
88, or even proclaiming it 
practical then. 
Recently you wrote that the 
ay to introduce some democ- 
cy into European Community 
procedures was by increasing the 
€ tole of national structures for 
mocracy (national  parlia- 
ments), not increasing the role 
yf the European structure for de- 
ocracy (the European parlia- 
nt) Alas, France and Ger- 
апу are now talking seriously 
ut increasing the. powers of 
European parliament with- 
ut even pausing to give a 
ought to your idea. As usual, 
е federalists were right. 
ederalism is more seriously 
the agenda today than it has 
r been since 1954. The 
nch and Germans are whip- 
themselves up for it with 
"fear that this is the last 
ince for union. This is a good 
it is the.exact same fear as 
as used to prod Americans to 
ake the concrete leap into 
union in 1787 and stop dragging 
ings out. 
Tt is always too early for union 
r too late. The time is never 
ipe—for those who do not want 
nion; or do not want to stick 
heir necks out for it when it is 
kely to be ridiculed as utopian. 
But the time is always ripe; it is 
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always right to push for union 
and find out in practice how far 
it can be pushed, for those who 
know that the pressures of inter- 
dependence demand union and 
will keep demanding it, and that 
a price is paid for every day of 
delay. 
IRA L. Straus 
Association to Unite the 
Washington, ОС Democracies 





Sin—Your leader suggesting a 
continued need for American 
troops in Europe is outrageous. 
Europe has a bigger economy 
and more people than the Soviet 
Union. England and France 
have strategic nuclear missiles 
which can kill a Soviet ruler at 
very short notice. American tax- 
payers are tired of paying for the 
inability of Europe’s rulers to re- 
solve their petty conflicts and ap- 
ply their energies to pressing 
problems such as global warm- 
ing and ozone depletion. 

Santa Barbara, 

California RICHARD RAYMOND 


Sir—You argue that the tighter 
the links in a fully federal Eu- 
rope, the likelier the other coun- 
tries are to be pulled along be- 
hind Germany. 

Is America pulled along be- 
hind any of its 50 states? Is West 
Germany by any of its Lünder, 
Switzerland by any of its can- 
tons? The very idea of a.federa- 
tion rests upon the taming of the 
big. This is why the founders of 
the European Community 
wanted supranationality to ad- 
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vance faster in the direction of a 
fully federal Europe. 


Basle DIETER CHENAUx-REPOND 


Sin—Some people assume that 
this is the end of communism. It 
may be so for now. But in ten 
years a new generation will grow 
up who will not know or will not 
care to research the excesses, 
failures and frauds of today's 
communism. They will read ex- 
cerpts of Marx and Lenin, will 
demonstrate against “exploita- 
tion" and “multinationals” for 
"justice" and "equality". 

In some countries they may 
succeed. Do not forget that it is 
not too long since 1968, when 
communism was "in" all over 
Europe. Millions will be plunged 
into misery again for a long time, 
before another perestroika comes 
along. That is why a "never 
again" literature must be culti- 
vated and maintained. 





Windsor, 

Ontario Spyros CHIONOS 
n 

Good ole boy replies 


Sig— You allege that Virginia's 
election of the first black gover- 
nor in America (November 
Lith) occurred because "unre- 
constructed rednecks have been 
swept into defensive pockets by 
the newcomers swimming across 
the Potomac.” As a white good 
ole boy born and bred in the Old 
Dominion, | must spit out my 
chewing tobacco long enough to 
object that Virginia's election of 
a black governor is certainly not 
the fesult of an influx of suppos- 
edly less racist northerners, who 
are still relatively few in number 
and who, in any event, failed to 
elect blacks in the states from 
which they came. 

Virginians elected the highest 
ranking black state-government 
official in the country in 1985 
and Virginia Democrats gave 
their delegates to Jesse Jackson 
in both the 1984 and 1988 presi- 
dential conventions. The reality 
is that, with few exceptions, Vir- 
ginians no longer possess the ra- 
cial attitudes that fuelled massive 
resistance in the 1950s. 





Hampton, 

Virginia CHARLES HADEN 
& 

A policy for sterling 


SiR—Professor Deepak Lal isun- 
doubtedly right to point out that 
excess demand in 1987-88 was 


Бо leac appteciatio 
of the real exchange rate and. 






that subsequent reduction inex- 
cess demand must be accompa- 
nied by a real exchange-rate 
depreciation (Letters, November 
25th). But the policy issue in 
1989 was whether to accommo- 
date by nominal exchange-rate 
depreciation the wage-price spi- 
ral that excess demand was 
threatening to trigger off. 

The damage that Sir Alan 
Walters wittingly or unwittingly 
did to the government's credibil- 
ity is probably reflected in inter- 
est rates being. pushed to a 
higher level than would other- 
wise be the case, leading to the 
danger of overkill in the domes- ` 
tic economy. 

GEOFFREY MAYNARD 





Armenia 


Si&—1 was taken. aback by your 
statement (November 25th) that 
"historians mostly agree that 
genocide is too strong a word for 
the slaughter of about 1.5m peo . 
ple that took place in Turkish | 
Armenia in those years." | 
What other term than geno” 
cide to do you suggest to dè- 
scribe the deliberate and system- 
atic destruction. of a racial, 
political or cultural group? The 
deportations? The forced 
marches? The annihilation of 
villages? The slaughter of chil- 
dren? The death camps in the 
Syrian desert? The attempt to: 
obliterate the traces (churches, 
even place names) of a culture? 
Yet all of that happened in 1915; 
not just in Turkish Armenia, К+ 
in every province of Asia min: 
If that wasn’t genocide, what ıs: 
Paris JONATHAN MANDELBAUM 


DUE 





The lure of 1992 


Sirn—Your article (November 
18th) on the valuable study by 
Mr Richard Baldwin, which of- 
fers estimates of the effect of 
1992 on Europe’s medium- and 
long-term rate of growth, sug- 
gests that the Cecchini report 
made no allowance for dynamic 
growth effects. This is a 
misinterpretation. 

It is true that the Cecchini re- 
searches offered quantitative es- 
timates only for the static gains, 
with a range of 412-796 of GDP. 
This reflected а reluctance on 
the part of the authors to put a 
number on. dynamic gains. But 
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: OPPORTUNITY IN DHAKA, BANGLADESH 
DIRECTOR OF HUMAN RESOURCES 


n the Group. 
"The key responsibilities of this senior management position will be: 
- To define the overall human resources strategy of the Group 
; Ое the introduction of professional HR standards and disciplines throughout 
Toup 


To assume overall leadership and responsibility of ali activities relating to 
"Recruitment, Training, salary policy etc. 
Qualifications & ence: We are looking for a well qualified, experienced and 
М) оно: individual. Ideally the candidate will have the following 
fis: 


A good university degree. Preferably (but not essential) a postgraduate 
quani ication aer in 2 Жүн А, Business i а роз MBA) or 
other field. 


least 10 years experience in a responsible position in a multinational company 
ional organisation—out of which at least five years in Personnel 
or Human Resources management. 
Other qualities include a stron and resourceful personality. commitment to 
professional standards and an ability to work with Senior management. 
Total compensation package between Taka 0.5 and 1 million per annum, depending 
оп experience and background. 
Pease, writ in strictest confidence, stating qualification, experience and back- 
ground to: 
"UU Fountain House, 1A Elm Park, Church Road, Stanmore, Middlesex 


ннан 
THE BEXIMCO GROUP 


AUSTRALIAN 
BUREAU OF AGRICULTURAL 
AND RESOURCE ECONOMICS 


Chief Research Economist 


($463,353 pa plus vehicle) 
AUSTRALIA 


Applications are invited from economists preferably with post- 
graduate qualifications for the position of Chief Research Economist 
with the Australian Bureau of Agricultural and Resource Economics, 
Canberra, Australia. The position is available for fixed term appoint- 
ment for 2-3 years. 

The Bureau, a highly professional Government research organisa- 
tion, provides independent analyses of Australian and international 
economic issues affecting the Australian agricultural, forestry, 
fishing, mineral resources and energy industries. 
The. Bureau's work is published, widely disseminated and used 
extensively within Australia and overseas. The Chief Research 
Economist plays a.major role in the initiation and conduct of Bureau 
research and also has major responsibilities in research planning 
| and management. 
Salary and conditions reflect the importance of the position. A fully 
maintained vehicle is provided. 
More detailed information is available from Dr Brian Fisher, 
the Executive Director on Australia 61 62 46 9633. Selection docu- 
mentation can be obtained by phoning Australia 61 62 46 9640. 
| Applications should be forwarded by 19 January 1990 to: 
The Recruitment Officer 


GPO Box 1563 
CANBERRA. ACT 2601 Australia 


AIL ABARE appointments and promotions are based exclusively on merit < 


to ensure equal opportunity for all applicants _ 
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NEW ZEALAND'S 
TOP FINANCIAL 
POSITION 


OUTSTANDING INTERNATIONALLY 
COMPETITIVE REMUNERATION 

BRIERLEY INVESTMENTS LTD have a record of 

growth, and this is again reflected in 
1988/89 of £Stg135 million and total si 
funds of £Stg1,915 million. The Group is continuing 
its controlled international growth strategy, with 
significant investments in many countries. This new 
position of Group Finance Director, wili be pirt 
to the parent Board and will work extremely aly 
with the top three Group executives — the Chairman, | 
the CEO, and the Fou 
involvement will be in 

. Potential candidates 

will be widely 
sector, and have 


e four key 
Secretary/Administration: 
inance/Taxation. 
The location is Wellington city (NZ's national and 
financial capital). 
REQUIREMENTS: 
* Proven international experience in major financial 
dealings. 
* Evidence of exceptional performance in assets 
management. 
* The drive, and interpersonal abilities to gain the 
وجي چا‎ eod support of highly professional 


spec А 
• Superior strategic thinking and business planning 


capabilities. 
REWARDS: 
* The substantial remuneration to be n« ptiated will 
be highly competitive with top international 
packages. 


APPLICATIONS 
стото oy tee Mage apply in writing, 
preter acsimile, stating age, experience, 
qualifications, address, t he i git эе and. 
other relevant information, mentioning Position 
JB3426 to be received by the undersigned by 20th 
January, 1990. 


JOHN BROMLEY 
MANAGEMENT RESOURCES LIMITED 
P.O. Box 10-157, WELLINGTON, NZ 


: Telephone 731-488, Fax, 731-438 
a An Associste of Coopers & Lybrand 





















































































eport analysed and sup- 
rted the proposition that in- 
creased competition in an en- 
larged market would have a 
table effect. оп technologie 
| innovation: and investment. 
Mr Baldwin's study chal- 
lenges not so much the Cecchini 
xt, which prefigured it, but 
‘ose other studies which. have 
argued that the Cecchini growth 
estimates were too high. 

| MICHAEL EMERSON 
Brussels European Commission 





Your article on earthquake 
rediction (October 28th) was 
cellent except for one minor 
and common error: you say 
“When the city of Whittier was 
iaken by a quake it came as a 
| Nobody knew that 
/hittier was on a fault." On the 
trary, the “Whittier fault” is 
elled as such on the 1975 
ult. Map of California" and 
presence has been known for 
uch longer. 
Our gap in knowledge does 
apply so much to the exis- 
ce of faults but instead to 
'hether they are active or inac- 
ive. The western United States 
tiddled with known large 
faults, most of which have been 
ormant in historic times. It's 
not easy to tell when one may 
uddenly wake up. 
n 1955 I mapped the very ob- 
us fault that caused the San 
rnando earthquake of 1971. I 
d a bit of egg on my face be- 
use 1 presumed it was last ac- 
2 long ago, and was not apt to 
ir up and bite us. My only con- 
lation was that I had plenty of 


ROBERT PASCHALL 
ж 





бк —1 was astounded to read 
| (November 4th) that the main 
“restriction on travel for Soviet 
citizens is financial. This was not 
he case for the five scientists I 
et recently in Moscow. 

In order to leave the Soviet 
inion they have to apply to the 
"interior ministry which will 
make sure they lose their jobs for 
heir pains. They are then re- 
sed permission, on spurious 
grounds such as secrecy or the 
fact that relatives may have been 
` "persuaded" пое to agree to 
their going. I talked to Anatoly 
6 









Gennis who has been refused 
since 1977, though his work was 
never classified. He was fired for 
applying to travel abroad. So 
was Janna Tessler two years later 
from her job in a patents office. 
Ten years on, “secrecy” is still 
invoked. as a "reason" for 
refusal. 

There are other excuses for 
barring travel—no one can ac- 
cuse the Russians of lack of 
imagination. When the 
Schvartzman family applied, 
they were turned down. Once 
their son had completed his mili- 
tary service, thàt was used as an 
excuse for refusal. 

To claim that 99.8% get per- 
mission is about as true as the 


` similar percentage vote for Com- 


munist leaders quoted by East 
European governments in the 
past. 

Chester MICHAEL GOLOMBOK 





Slim wallets 


Sir—You write (October 21st) 
that $50 and $100 bills “are un- 
common in non-drug Ше”. Balo- 
ney! After all, $50 is just about 
the cab ride from most airports 
to downtown hotels, along with 
a couple of tips. People carry 
$100 bills for many reasons. Per- 
haps because they have slim alli- 
gator-skin wallets, perhaps be- 
cause they like privacy, but not 
because they are drug dealers. 

Silver Spring, 
Maryland ADRIAN Day 
P - 





An elephant fund 


Sig—Your article — datelined 
Nyaminyami (October 21st) il- 
lustrates perfectly the vital fact 
that the survival of threatened 
species will ultimately depend 
upon the people with whom 
they share their habitat. 
Elephants, for example, are 
unlikely.to be preserved unless 
the people who live in and 
around the wildlife parks of Af- 
rica are given some incentive to 
preserve them. Those countries 
which have been successful in 
preserving their elepharit popu- 
lations provide proof of this. 
Those of us who would like to 
see the elephants survive can 
help by providing direct incen- 
tives to the local people. The АЁ 
tican elephant population is 
now estimated to be 600,000. A 
payment of, say, £50 per live ele- 
phant a year to the people who 
share the elephants’ habitat 





would therefore cost £30m a 
year. 

The payments could be made 
by a special international chari- 
table fund, or through existing 
OECD aid programmes to the lo- 
cal authorities for use in schemes 
of direct benefit to the local peo- 
ple, who would then have anin- 
terest in maintaining the ele- 





phant population ас а 

sustainable level. 

London JAMES SKINNER 
a 

Independent television 


Sig—"Let the Irv companies 
. . . treat their distinctive activi- 
ties as separate profit centres. 
When each has found a bit of 
knitting it can stick to, it might 
even hope to thrive in the inter- 
national market.” (“Take a 
break", October 21st). 

More than 18 months ago 
Central Television announced 
the formation of Central Televi- 
sion Enterprises (CTE), a stand- 
alone company replacing what 
had been Central's international 
sales department. CTE is thriving 
in the international market; it 
won a Queen's Award for Ex- 
port this year (to add to the one 
which Central received in 1987) 
and has significantly increased 
its sales in the first half of this 
year. 

Over the past two years Cen- 
tral has also set up a dozen other 
completely separate profit cen- 
tres. They include broadcasting 
and production divisions, and 
Central Television Facilities 
which markets studio capacity 
and technical expertise, making 
programmes for satellite Tv and 
international customers. 

You refer to improved pro- 
ductivity and restrictive prac- 
tices imposed by trade unions. 
Central has, over a lengthy pe- 
riod, negotiated with its trade 
unions and reached agreements 
which have enabled it to boost 
productivity and to make con- 


siderable savings. 

You also state that “The тту 
companies seem to Mrs 
Thatcher . . . small, inward- 


looking and ill-equipped to stay 
afloat in an environment sud- 
denly threatened by global firms 
with huge capital resources." As 
long ago as April 1988 I told the 
prime minister that I believed 
that the 15-company system 
would not be viable in the 1990s. 
Fewer companies would free up 


a great deal of money, currently. . 


spent on unnecessary duplica- 


| Чоп, which ‘could be used to. 










strengthen programming and | 
service to the regions. Fewer, 
larger companies could also 
compete more effectively glob- 
ally. I hope the government will 
provide a framework in which 
the ITV companies can grow 
through merger and takeover, 
which is not the case at the 
present. 
Lesue HILL 
Managing Director 
Birmingham Central Television’ 
ee м 





Naturally cool 


Sm—Your article on chloroflu: © 
orocarbons (crcs) and car air- 
conditioning (October 7th) was 
graced with a photograph of one 
of the finest cars Detroit ever 
built—the Ford Falcon. C 
ceived by Robert McNam: 
who would later become secre: 
tary of defence, the Falcon was 
the essence of thrift, simplicity, 
and reliability. One wishes he 
had had the same effect on the 
Pentagon. 

As for the air conditioning, 
the Falcon was environmentally 
sound long before it was stylish. 
To cool off, one simply had to 
rotate the triangular window in 
front for a blast of fresh air. At 
some point. Ralph, Nader ае» 
cided that Americans had to be © 
protected from these little win: 
dows; and they, and the Falcons, ` 
disappeared. 

Now we have a car industry 
that is incapable of building such 
an elegant machine, and a popu- 
lace that is unwilling to step out 
of its chemically cooled climate; 
no matter how destructive ^ 
side effects. Thanks, Ralph. 

New York WILHELM MERCK 
2 ^ 



















Special Report No. 1163 


GOLD TO 1992 


New Mines and 

Stronger Markets 

The recent gold price rally will 
have come as no. surprise to 
readers of this Report. But how will . 
gold investors behave from now 
on? This study sets out a detailed 
forecast of world gold supply and 
demand year-by year to 1992, with - 
alternative scenarios, and projects 
the likely lower limit for gold prices 
over the period. 

Price including postage: UK & Europe £140; 
North America US$295; Rest of World £143. 
The Econotnist Intelligence Unit .. 
Marketing Dept (EKBL) . 215 Park Avenue South — .— 
40 Duke Street 4 New York, NY 10003 

London WIA TDW, UK USA 

Tol: 01493-6711 Tet (212) 480 0600 

A division of Business International 
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EXECUTIVE 


` international Fund for Agricultural 
Y gus went IFAD ated Nations), Rome italy), seeks 


ge CONTROLLER 


Grade D1/2 


Under the бега supervision of the Vice President, the Controller serves as the 

senior financia, officer ee А не Fund’ ы) financia! meal Systemsa 
‘of appropriate policy, design of ассои па 

Prec of the mnn control system, inthis ie woe, le, the Control 

two main functions: the bu and accounting for all. Fund Avis loan 

administration functions inclut 


sie opus eared 
poeta ts pem s and prepares 
he Controller liq ionge Serves as 
. He/she 


peru of Communes н and at least 10 
: management level. international 


Salary: ыз, on experience and qualifications. 

Initial contract: two years: 

Send applications by 10 January 1990 in duplicate to: 
Personnel Division 


IFAD 
Via del Serafico 107 
00142 ROME 
italy 


... Only shortisted candidates will receive an acknowledgement. 


MARKETING MANAGER 


THE CONTINUED GROWTH AND SUCCESS OF MANCHESTER 
BUSINESS SCHOOL HAS LED TO THE CREATION OF THE NEW POST 
OF MARKETING MANAGER. THE DUTIES WILL COVER ALL ASPECTS 
OF THE MARKETING MANAGEMENT OF EUROPE'S LIVELIEST 

` BUSINES SCHOOL: 


1E SUCCESSFUL CANDIDATE IS LIKELY TO COMBINE A HIGH DEGREE 
| OF TECHNICAL EXPERTISE IN MARKETING PLANNING AND THE 
;EXECUTION OF MARKETING POLICIES WITH RELEVANT PRACTICAL 
“EXPERIENCE ESPECIALLY IN MEDIA, PROMOTION AND PUBLIC 
"RELATIONS. THE MARKETING MANAGER IS RESPONSIBLE FOR A 
SMALL BUT ENTHUSIASTIC TEAM. 
; Ф 
"POTENTIAL CANDIDATES ARE WELCOME TO CONTACT EITHER THE 
5 DIRECT OR OF THE SCHOOL, PROFESSOR T. CANNON OR THE CHAIR 
OF THE MARKETING COMMITTEE, DR. РСМ. MICHELL. 
(TEL: 061 - 275 6333), 
Ф 





THE SALARY WILL ВЕ WITHIN THE RANGE EITHER 
£12,879 - £16,665 PA OR £17,328 - £20.469 PA. 
Ф 


RTHER PARTICULARS AND APPLICATION FORM MAY ВЕ OBTAINED 
FROM THE REGISTRAR, THE UNIVERSITY, MANCHESTER M13 9PL, 
TEL: 061 - 275 2028 TO WHOM APPLICATON (ONE COPY SUITABLE 
FOR PHOTOCOPYING) SHOULD BE MADE BY 12TH JANUARY 1990. 

: QUOTE REF 286/89. 
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The Food and Agriculture Organization 
of the United Nations 
Invites Applications for the Post of 





at its Headquarters in Rome 


* Duties: To assume responsibility for 
worldwide procurement of technical equipment. 


* Requirements: University degree in 
Engineering in one of the Organization’s 
technical field activities. Seven years of 
professional procurement experience in large 
international companies, including extensive 
field experience in developing countries. 
Working knowledge of English, French or 
Spanish. Ability to supervise and train junior 
staff. Courtesy, tact and ability to work with 
people of different national and cultural 
backgrounds. Willingness to use word- 
processing equipment. Limited knowledge of а 
second language mentioned above and 
knowledge of computer operations and 
applications desirable. 


* Benefits: Relocation, tax-free salary, cost of 
living adjustment, education grant and other 
benefits of International Civil Service, 


Please send detailed curriculum vitae not later 
than 29 January 1990 quoting VA 736-AFS to: 
Central Recruitment, FAO, Via delle Terme di 
Caracalla, 00153 Rome, Italy. 

















Government of Sudan 
Public Enterprise and Economic 
Management Project 


. Macro Economics 
Advisor 


The Project 


The project, financed jointly by the government of 
udan and the World Bank/IDA, consists of three 
components: 

- Public Enterprise Reform 

- Improvement of National Planning and Financial 
Management, and 

- Improvement of Human Resource Management 


The assignment would be undertaken under the 
terms of the Economic Planning and Financial Man- 
gement Component. The duration of the assign- 
ment is 24 months, with commencement expected by 
1 March. Duty station is Khartoum, however travel 
to other areas of Sudan will be required. 


Duties and responsibilities: The Advisor will be 
assigned to the Economic Planning Wing of the 
Ministry of Finance & Economic Planning. He/she 
will be attached to the First Undersecretary for 
Economic Planning and will assist the Ministry and 
Bank of Sudan in: 


3. Developing the process of Macro Economic anal- 
` ysis in Sudan, as applied to Medium Term Eco- 
nomic Planning, budgeting and policy analysis. 
Suggesting appropriate distribution of responsi- 
bilities between the various units for data collec- 
tion, compilation and analysis and advise on the 
consultation processes needed for effective analy- 
sis and decision making. 

. Training the staff and advise Ministry on short 
term training overseas and organise training semi- 
nars for senior officials of agencies concerned 
with macro economic analysis. 

. Drawing up program for short term consultancies 
needed in his area of work for research/computer 
use/training and advise on the selection of 
consultants. 


| Detailed résumé (including cv and salary history) 
“with passport size photo should be sent to the 
following address not later than 15 January 1990. 


The Director 
Project Preparation Unit 

Ministry of Finance & Economic Planning 
PO Box 2092 

_ Khartoum, Sudan 



































































































































CHAIR IN MARKETING 
AND STRATEGY 


APPLICATIONS ARE INVITED FOR A CHAIR IN MARKETING AND STRATEGY. 
THE POST PROVIDES AN OPPORTUNITY TO PLAY A LEADING ROLE IN THE 
FUTURE DEVELOPMENT OF EUROPE'S LIVELIEST BUSINESS SCHOOL AT A 
TIME OF EXCITING.GROWTH AND DEVELOPMENT. 

Ф 
CANDIDATES SHOULD BE OUTSTANDING INDIVIDUALS CAPABLE OF 
PLAYING A LEADING ROLE IN THE DEVELOPMENT OF THE SUBJECT 
LOCALLY, NATIONALLY AND INTERNATIONALLY, THEY SHOULD HAVE A 
RECORD OF ACHIEVEMENT IN RESEARCH, TEACHING AND BUSINESS. 
CANDIDATES OUGHT TO BE ABLE TO DEMONSTRATE DISTINCTION IN ONE 
OF THE CURRENT AREAS OF STRENGTH IN THE SCHOOL SUCH AS 
INTERNATIONAL MARKETING, SERVICES, BRANDING OR FINANCIAL 
STRATEGY OR DEVELOP HIS OR HER OWN CENTRE OF EXCELLENCE. 































i Ф 
POTENTIAL CANDIDATES ARE WELCOME TO CONTACT EITHER THE — 
DIRECTOR OF THE SCHOOL, PROFESSOR T. CANNON OR THE HEAD OF THE 
MARKETING AND STRATEGY GROUP, DR. P.C.N. MICHELL. "n 
(TEL: 061 - 275 6333). 
Ф 
THE SALARY IS EXPECTED ТО ВЕ WITHIN THE NORMAL PROFESSORIAL 
RANGE (MINIMUM £24,783PA) 
Ф 
FURTHER PARTICULARS MAY BE OBTAINED FROM THE REGISTRAR, 
THE UNIVERSITY, MANCHESTER M13 9PL, 
TEL: 061 - 275 2028 TO WHOM APPLICATION 
(ONE COPY SUITABLE FOR PHOTOCOPYING) SHOULD BE MADE BY 
12TH JANUARY 1990. QUOTE REF 283/89. 


MANCHESTER BUSINESS SCHOOL 


UNIVERSITY OF MANCHESTER 
THE UNIVERSITY IS AN.EQUAL OPPORTUNITIES EMPLOYER 


16000 
Management Positions 


Worldwide 
$70,000 to $400,000 


































Ls in Communication to Executive Search, the 
weekly I.C.A. Newsletter is a unique publication crea- 
ted in 1974. 
It has worldwide readership and has listed close to 16000 
management opportunities in over 30 countries. Executi- 
ves can read the newsletter at home in full security. If 
opportunities interest them they write to us and we pass 
on inquiries to the Consultants concerned who will then 
contact suitable candidates directly. 
The “C.A. Executive Search Newsletter" is thus a sim- 
ple and quick way of keeping in touch with opportunities 
at home and abroad in complete confidence. 
Whether you are interested in promoting your own career 
or starting a lucrative business selling .С.А. Communica- 
tion services, we can send you upon request our free 140 
page reference issue (+/~ 500 international management 
opportunities). Send fetter and resumé to the attention of 
Mike Manley. 

С.А. Inc. 


575 Madison Avenue, New York, N.Y. 10022 - U.S.A. 
I С Executive Search Newsletter 
a „А. NEW YORK PARIS 
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IN LONDON, IT'S A FANTASY. 
IN MELBOURNE, IT'S FOR SALE. 


This is 1.9 hectares (4.7 acres) of Melbourne, Victoria, 
Australia. 19,260 square metres in the heart of Melbourne's 
Central Business District. 

It's almost certainly the largest inner city development 
site available anywhere in the world. 

And it’s for sale by tender. 

The terms are 1% deposit, lodged with your tender, 
a further 9% on exchange of contracts and the balance payable 
on June 25, 1990, or 3 years from the date of the contract. 

And no stamp duty is payable. 

It’s unlikely that such a huge piece of the Central 
Business District would ever become available in London. 

But in Melbourne, it is available. Now. Building 
restrictions are minimal. Three towers, of historic significance, 
are to be retained. 

And given their central position, fronting Lonsdale 
Street, one of Melbourne’s major thoroughfares, their 
integration with any future development is limited only 
by your imagination. 
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That apart, all but three buildings will have been 
demolished by the time tenders close. 

Which means the successful tenderer can choose to have 
them demolished by the vendor, or incorporated in the new 
development. 

In other words, the possibilities are virtually limitless. 
Time, however, is not. 

The closing date for tenders is March 15, 1990 

For further information, contact the Sole Agent at the 
number below. But we recommend you do it soon. 

Because for once, it’s true to say that this offer is 
incomparable. 

9 Baillieu 
© 2 Knight Frank 

Mr Robert Hannington, Knight Frank & Rutley, 
20 Hanover Square, London WIR OAH. Telephone 
(01) 629 8171. Facsimile (01) 493 4114. 

Mr Paul Healy, 360 Collins Street, Melbourne, Victoria 


3000, Australia. Telephone(03)6025722. Facsimile (03)6702056. 
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Now New York, 
Hong Kong and Geneva 


offer the same first-rate 
view of Europe’s financial 
markets as Paris 





It’s as easy to meet Europe’s premier financial 
institution in New York, Hong Kong or Geneva as in 
Paris. 


The skyscrapers are different, but the expertise is 
the same... 


„the expertise of Crédit Agricole and its specialized 
subsidiary Ségespar-Titres. 


Crédit Agricole through Ségespar-Titres is a major 
research and trading house, with results to match. 


Crédit Agricole’s financial muscle backs its role as 
leading bond issuer and corporate finance specialist in 
volved in every area of the economy. 


Now institutional investors can tap into its expertise 
and know-how in the world’s leading financial centers. 


New York : Bertrand Michel Securities Inc., subsi 
diary of Ségespar-Titres, now sells European securities 
to institutional investors. 


Hong Kong : Taurus Asset Management Asia Ltd., 
a Group private banking subsidiary, will be offering 
services throughout Asia and Australia starting 1990 


Geneva : Starting 1990, Taurus Finance S.A. will 
market Ségespar-Titres's worldwide range of private 
and fund management services to personal and in 
stitutional investors in Switzerland. 


9 
CD ^W. 


EEN CRÉDIT AGRICOLE GROUP 


Crédit Agricole - CNCA - Condor House 
14, St Paul's Churchyard - LONDON EC 4 M 8 BD (G.B 


Bertrand Michel Securities Inc. - 520 Madison Avenue 
42nd Floor - New York - N.Y. 10022 (U S.A.) 
Crédit Agricole - 520 Madison Avenue - 122 NEW-YORK (U.S.A 
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Sir Peter Finley, 
OBE, DFC, Chairman. 


The growth at Boral continues. 
After 43 years of outstanding 
performance, Boral is one of 

Australia’s largest and strongest companies. 

The Boral Group is a leading supplier to the building 

and construction industries, a 

major force in energy and 

resources, and has a strong 









presence in manufacturing. 320 
Boral is also proud of the 
income it earns from overseas 
activities. The Company has 
expanding interests in the United 240 
States, the United Kingdom, 
< > "7 == 
160 
80 - 


Boral Nedusa Baksteen clay brick plant, 
The Netherlands. 


Continental Europe, the Pacific 
Basin, and South East Asia. 
Results from 1988/89 show 
that increases in profit have now 
been recorded for nineteen successive years. Sales of 
$A3,625 million resulted in a net profit after tax and 
minorities of $A301 million. Earnings per share were 
42.2 cents. 
The year saw significant growth through acquisitions 
leading to expansion in the Group's main areas of activity 
particularly in Western Australia, Southern California and 


85 86 







lay roof tiles 
from United States 
Tile Co, California. 


$m BORAL OPERATING PROFIT 
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- Nothing succeeds 
әке success. 


Europe. The total cost of purchases was in excess of 
$A500 million. 

The Group's development strategy continued to 
focus on the process of internationalisation and market 
leadership: Boral concentrates on the industries it knows, 
in every country in which it 
does business. At year end, 
assets employed outside 
Australia had risen to 22% 
despite a high level of new 
investment within Australia 
during the period. 





Mr. Bruce Kean, Managing Director. 


With the expansion of the 
Groups activities to nineteen 
countries, considerable effort 
was expended on maintaining 
and reinforcing the Group's 
underlying culture and basic 
philosophies. As part of this 
process, the commitment to providing high levels of 
customer service and quality assurance was reaffirmed 
at all levels of management. 

For a more detailed picture of Boral's success, 
copies of the Boral Limited Annual Report are available 
from Boral Limited, Norwich House, 6-10 O'Connell 
Street, Sydney, NSW 2000, Australia. 
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Yesterday's man? 


MID all the uncertainty created by crum- 
bling communism in Europe, everybody 
at least agrees on one thing: Mikhail Gorba- 
chev had better stay in power, for the sake of 
perestroika and Eastern Europe's freedom. 
Really? Even that proposition may soon be 
looking about as solid as the East German 
communist party. If change in the Soviet 
world continues at the pace of the past few 
mths, Mr Gorbachev risks rapidly becom- 
ing yesterday’s reformer. 

In the West Mr Gorbachev is, deservedly, 
a hero. In calming east-west conflict and allowing democracy 
into Eastern Europe, he is doing what most people reckoned 
to be impossible. Now he faces another Herculean challenge: 
to remain the hero of the next, and hardest, stage of 
perestroika, as the democratic revolution he has permitted in 
Eastern Europe starts rolling into the Soviet Union itself. 

This is already happening. Politicians in the Baltic repub- 
lics are pushing for pluralism, despite objections from the 
Kremlin. In Moscow pressure is mounting to abolish the con- 
stitutional guarantee of the Communist party’s dominance. 
The demand for full-blooded democracy is sure to grow, pre- 
senting Mr Gorbachev with an unenviable choice. He can try 
to avoid pluralism (as he bludgeoned it off his parliament’s 
agenda this week), in which case the Great Reformer will soon 
turn into the Great Resister. Or he can allow Soviet citizens 
the freedoms now being won in Eastern Europe, in which case 
they may ungratefully demand the freedom to remove Mr 

.  bachev himself. The message from Eastern Europe this 
year is that even the most liberal Communists fall once the 
people get the chance to choose. 

The Soviet Union is not Eastern Europe, of course, and in 
the coming months you will hear plenty of Russia-is-different 
arguments. Treat them with suspicion. With one big excep- 
tion, they are likely to be not arguments, but excuses. 

The flimsiest of these is that Russia’s Communist party is 
special, with more popular “legitimacy” than any in Eastern 
Europe. To believe this is to accept Soviet propaganda, and to 
ignore the mounting evidence from the ballot box. The party 
prides itself on having organised a revolution in 1917 and 
now claims credit for inventing perestroika, but in between it 
admits to 70 years of mistakes. In a free election the Commu- 
nists would almost certainly be ousted. 

Mr Gorbachev has a better claim to being special. He is no 
Husak or Honecker, a puppet keeping his country in stagna- 
tion; he has been a force for change, a winner of international 
respect. But would the voters thank him for it? Mr Gorbachev 





has so far carefully avoided any democratic test. His popular- - 
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ity abroad does not count for much at home. 
His compatriots blame him not just for falling 
living standards, but also for the general vi 
tastrophe of communism (Mr Gorbachev st 
fers from trying to be Luther and the Pope at 
the same time, both chief reformer and chief 
keeper of the faith). In a free election, he 
could easily lose. Ж 

The Soviet Union, however, may not be 
ready for a free election. This is the strong 
of the Russia-is-different arguments. Nolx 
has been killed in Eastern Europe's dash for 
democracy. In the Soviet Union the revolution could 
bloody—and end not in freedom, but in a new dictatorship. It - 
is a country with no tradition of democracy. Without the 
binding force of the Communist party, it is said, the union 
could be blown apart by ethnic strife. The break-up of a coun- 
try with nuclear weapons is liable to be a worry. 

So long as the alternative to Mr Gorbachev looks nasty І 
and threatening to Eastern Europe’s fragile new freedom, it 
makes sense to hope for his survival (few Soviet radicals yet 
want him to go, for fear of a return to Stalinism). Bur thi: 
could quickly change. It would be foolish to assume that So- 
viet citizens prefer to keep themselves in the Dark Ages rather 
than try democracy. Glasnost has already given them a 
of pluralism, democratic forces have started to organise them: 
selves with impressive speed, through popular fronts, st 
committees, parliament's inter-regional group. The surpris 
of the late 1980s was the ease of Eastern Europe's escape 
communism; the surprise of the early 1990s may well be dw ij 
Soviet Union following suit. 1f 800m multi-ethnic Indians can 
organise a democracy, why not 300m multi-ethnic Soviets? 
And if it came to a vote between Mr Gorbachev and, say, г 
Andrei Sakharov, would the West still want to support thi 
Communist boss? 


Life after Leninism 
Shedding communism is the only hope for the Soviet econ- 
omy. Mr Gorbachev's economic policy so far has been a fail- 
ure, and he still lacks a convincing plan for reversing the de- 
cline. This is largely because the party he leads rejects private 
enterprise and the free market, so Mr Gorbachev settles for 
surrogates such as “co-operative” enterprise and a "socialist" 
market (whatever they may be). Communism, even in the di- – 
luted form that Mr Gorbachev represents, remains the main 
barrier to economic revival. ч 

It is also a barrier to the development of the country's _ 
various republics. A far looser federation than the Commu- _ 
nists are prepared to accept is needed, both to relieve nation- _ 
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fferent speeds. Provided it can come calmly, a breakaway by 
the Baltic republics and, say, near-independence for several 
others would be no bad thing. The smaller the Soviet giant in 
the east wing, the cosier everyone else will feel in the emerging 
common European house". 

All this means that the West's support for Mr Gorbachev 
ould be conditional. He deserves it only so long as he is 
ore of a change-promoter than a change-resister, and so 
ng as the likely alternative seems dangerous. With luck, by 
id-1990 all Russia's Warsaw-pact allies except Romania will 
have held at least semi-free elections, and Russia will have 
reed to deep cuts in its army in Eastern Europe. The non- 
mmunist future of Eastern Europe should look more se- 


frustrations and to allow different regions to reform at 





the movement for democracy i in the 
should have gathered pace. Lenin's country could then. be 
ripe for its democratic revolution. 


Maybe Mr Gorbachev will manage to stay in charge and- 


help ensure a stable transition to democracy, as General: 


Jaruzelski has done in Poland. He might even win an election. 
But just as British voters decided in 1945 that Winston Chur- 
chill, brilliant though he had been as a war leader, was not the 
man to run the peace, so the West should be prepared for the 
possibility that Mr Gorbachev, brilliant though he has been. 
as a smasher of Stalinism, is not the man to introduce democ- 


racy. Let the West remember that keeping its Soviet hero in: 


power is a means, not an end. The aim should be for the 
Soviet Union to become a true democracy. 































backlash against global warming has begun 


‘HERE is nothing like а good apocalypse, particularly in 
А. the closing years of a millennium. Obliteration by nuclear 
eapons once fitted the bill, but that threat has seemed less 
ressing in the past few years. Luckily the hot summer of 1988 
ised a new mega-threat: a twenty-first century parched by 
greenhouse" warming. For the world's worriers, that did the 
b nicely. But for how long? A fickle public might soon lose 
terest after a few cooler years (of which, overall, 1989 was 
). And there are already signs of a greenhouse backlash 
om some scientists and politicians. 

- The sceptics do not say there is no greenhouse effect. 
hey know that without it the earth would be as coldly inhos- 
pitable as Mars. The fact that gases and moisture in the atmo- 
here trap heat that would otherwise be radiated into 
ce—acting like the roof of a hothouse—has been known 
e 1895, The dispute is over how much that effect will be 
tensified by man's additions to the atmosphere— mainly 
rbon dioxide produced by burning fossil fuels. The sceptics 
think it is too early to tell whether man is overheating the 
orld, and so too early to try expensive remedies. 

The sceptics’ case is set out in a paper from the George C. 
Marshall Institute in Washington, Dc. Its authors are emi- 
ent, including a past president of America’s National Acad- 
emy of Sciences. Their paper went down well at the White 
House, and probably influenced America’s recent refusal to 
commit itself to a reduction in carbon-dioxide emissions. On 
veral counts, their case looks reasonable. 

The authors show that the past century’s slight warming 
does not fit the pattern of increased emission of carbon diox- 
ide. A better match might be the pattern of solar activity, 
which they think may have caused the warming. (Other 
eptics doubt whether the warming happened at all, arguing 
hat, only recently, cooling was a fashionable scare.) More 
speculatively, they think that solar trends since 1000 AD 
(which can be measured by a form of radioactivity) suggest 
- that the next century will bring less solar activity, and so a 
- slight cooling that will offset some of the greenhouse effect. 
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ethinking the greenhouse 


Debunkers of greenhouse fears are on firmer ground 
when stressing two of the big uncertainties which dog at- 
tempts to predict global warming. Computer models are 
highly sensitive to assumptions about clouds and other even 
more complicated imponderables. Debunkers stress the un- 
certainties that might mitigate any dangerously fast warming; 
believers stress the ones that might make it worse. The believ- 
ers point out that most of the sceptics, although knowledge- 
able scientists, are not specialists on the greenhouse effect. 
But those who are paid to study glasshouses should be careful 
not to throw stones. They are more likely to exaggerate the 
importance of their own subject. 


Keep cool about the heat 


Despite these disagreements, the balance of probabilities still 
lies with the believers—just. Their predictions are, for now, 
based on more thorough work, which is all that politicians 
have to rely on. There will anyway be no certainties ab 
global warming until it has all but started— by which time any 
remedies would be ruinously costly. And, conveniently, most 
of what would need to be done to fight a greenhouse catastro- 
phe needs doing anyway, for other reasons. 

Some 15-2096 of any man-made greenhouse could be 
caused by chlorofluorocarbons (CFCs). These are also known 
to be attacking the earth's ozone layer, risking other damage. 
A smaller but still significant boost to the greenhouse effect 
comes out of cars' exhaust pipes. The same pollutants cause 
smog and acid rain, which is one reason why the development 
of alternative fuels (such as hydrogen) and. better fuel effi- 
ciency have more than the greenhouse effect to recommend 
them. Conservationists have their own reasons for wanting to 
slow down the burning of tropical forest; which has a doubly 
bad effect on warming. Forests swallow carbon dioxide when 
they expand and give it off when they burn. And nitrous ox- 
ide from nitrogen fertilisers is a greenhouse gas; the same 
fertilisers pollute water and contribute to the rich world’s 
hugely expensive agricultural policies. 
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burning fossil fuels: Conservation-conscious consumers 
might want to avoid those in any case. But one problem is 
that if the utilities expect weaker demand, the first thing they 
will do is cut back on the cleaner power stations, such as nu- 
clear ones, which produce electricity that is usually more ex- 
pensive. Still, many politicians think it prudent to develop 
diverse and renewable sources of energy, such as solar—and 
perhaps nuclear—power. 

So even if the earth is not likely to warm up, there are 
good environmental and economic reasons to adopt policies 


Аг the top of the greenhouse agenda are power stations 





whose by-product will be a curb on greenhouse gases. Ev 
small chance of global warming means that governi 
should see a small extra argument for such policies. Scie 
uncertainty about the links between greenhouse gases ar 
global warming will never be resolved, but it may be redüce 
Meanwhile, wise governments will take the cheapest, 3r 

cost-effective steps first, especially those that have other ben 
fits. Just as apocalyptic visions in science are usually follor 
by a sceptical backlash, so the backlash is followed by 
calculation. While waiting for better clues about warm 
complacency would be distinctly uncool. 























Europe's car craziness 


The European Commission’s plan to limit Japan’s market share in cars 
P р р 


ii; will hurt Europe more than Japan 





AT begins in fear usually ends in folly. Sure enough, 
: the fear of Japanese competition in the car industry is 
_ driving the European Commission towards dottiness. After 
1992, national barriers to imports of Japanese cars into the 12 
countries of the European Community will have to be 
_ scrapped, because they will become unenforceable. European 
` carmakers have lobbied hard for a breathing space—needed, 
they say, to prepare themselves for the Japanese. Now the 
commission has decided to replace quotas by asking Japanese 
firms for a “voluntary restraint agreement" (VRA) on car ex- 
ports to Europe, perhaps until the late 1990s. 

-. America has experimented with УКАЗ, with disastrous re- 
sults. First, America's VRAs raised car prices, handing wind- 
fall profits to all carmakers, including the Japanese, at the ex- 
pense of American consumers. Then vRAs delayed any 
attempt by American carmakers to achieve Japanese-style eff- 
ciency. Nine years after Japan first agreed "temporarily" to 
restrain exports, America’s big three carmakers are still un- 
able to compete even on their home ground against Japanese 
transplant factories in America. Some American protection- 

wanted their government to press the Japanese to include 
tne output of such transplant factories in any so-called volun- 
tary agreement, but were rightly told not to be daft. Now the 
European Commission proposes to do exactly that. 


“Realism” that hurts 


By asking that VRA controls should apply also to Japanese- 

owned factories in Europe, the commission is seeking to es- 

tablisha VRA not simply on imports, but on market share. It is 
thereby concocting a new and insidious form of protection- 
ism, in the name, as always, of “political realism". Yet the 
-reality is that the big loser will be Europe, not Japan. 

At first glance, the commission's arguments seem reason- 
„able. Under any agreement, say its officials, Japanese penetra- 
Чоп of the European market would be allowed to rise gradu- 

ally, from today’s 11% to perhaps 16-20% by the late 1990s. 
In exchange for their restraint, the Japanese would be given 
access to markets in Italy, Spain, and France where their 
penetration is currently held to a derisory 2-396 by national 
quotas. The commission goes on to say that the Japanese. 
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would no longer have to worry about local-content requin 
ments, and could decide for themselves whether to fill th 
allotted market share with imports or locally manufactur 
vehicles. Any cars made in Japanese transplant factories 
America would not be included in the calculations, 
there were a sudden surge of imports from such factories- 
which the commission would monitor. | 

Now ponder the consequences of the commission’ 
posals. By including the output of transplant factories in 
arrangement, the plan would rob Europe of the only real bi 
efit which a restraint on imports offers: an incentive for Jap 
nese carmakers to invest in local manufacturing and so tran: 
fer money, knowhow and jobs to Europe. If the Japanese too 
the commission at its word, they would wait until their 
ports to Europe were freed completely, in the late 1990s, ‘be 
fore risking an investment so far from home. 

Under the proposals, the commission would have to de 
cide whether cars made by joint ventures, such as that be- 
tween Britain's Rover and Honda, were Japanese or Britis 
This uncertainty would create a disincentive for Euror 
carmakers to collaborate with, and so learn from, Japa 
partners. To check any “surges” in national markets, com 
mission officials would have to curb the export of locally man 
ufactured Japanese cars from one EC country to another, : 
olating the entire single-market programme. To check 
surge from Japanese transplants in America, the EC we 
have to tear up the GATT rule-book and block Ameri 
ports. In effect the EC would be seeking the right to po 
output of Japanese-owned factories, whether they wer 
Sunderland, Tennessee or Nagoya. Grossly discriminat 
such a regime would require the commission to arbitrate г 
larly between industrial interests, favouring by definit: 
least efficient every time. 

Consumers should demand the opposite course: comp 
Europe's carmakers to become more efficient by pledging a 
open EC market to all comers after 1992. That is the only po 
icy that stands a chance of ensuring European carmakers 
long-term survival. A painful truth, but at least it is based on 
realism. 
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will promptly leave 


À N the guns crackled in Tiananmen Square last 
У У June, their bullets reached Hongkong. Its 5!/2m people, 
so used to thinking of tomorrow as a chance to double the 
money they will make today, suddenly got scared about what 
would happen when China takes over in 1997. A million of 
them demonstrated on the streets, then thousands queued 
outside foreign consulates. They wanted passports, they 
vanted out. Soon they will hear how many passports the Brit- 
ish government will give them. All the signs are that Britain 
will get it disastrously wrong. 
` At one time, 3.3m Hongkongers were eligible for pass- 
ports that gave them the right to live in Britain. That right has 
been withdrawn—shamefully, in this paper's view. But when 
the British government puts morality to one side, it asks to be 
judged on grounds of pragmatism. So be it. 
pragmatic point behind the passport issue is clear: 
how best to persuade Hongkongers not to leave their tiny 
h ome, but to stay on and continue their economic miracle. It 
is in Hongkong’s interests to achieve that goal. Ditto for Brit- 
ain, and presumably for China. In short, foreign passports 
should be offered as an inducement to stay, not to leave. 
That apparent paradox is why the actual number of pass- 
| ports matters so much. At various points between zero and 
52m, the mood of Hongkongers fluctuates between deter- 
mination to stay and panic to quit. Put like that, there is a 
strong case for zero: faced with no chance at all of leaving, 
H ongkongers would make the best of things—and their best, 
even in difficult times, is usually remarkable. 
— But the time for zero is long past. Up to 180,000 
] Hongkongers have already left, qualifying for citizenship i in 
Canada, Australia, America. Another 100,000 or so have the 
right to leave—for Singapore, France and other countries 
willing to offer them places (see page 24). So part of the prag- 
matic test for Britain is to choose a figure that will persuade 
those putative Singaporeans and Frenchmen not to leave. 

















1с has a habit of springing surprises 


DD, isn't it, what wasn't said at the Malta summit the 

other week? Nobody was greatly interested in the Mid- 

dle East. Europe was top of the agenda, and rightly so. Cen- 

tral America got plenty of attention too. The Middle East, in 

contrast, was glossed over in a trice. Mr Gorbachev and Mr 

` Bush called for peace in Lebanon. They agreed to pursue 

peace between Israel and the Arabs in their own different 
ways. And that, it seems, was that. 
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ithout let or hindrance 


Britain is going to give too few passports to Hongkongers, so the lucky ones 


Don't forget the Middle East 


If all the 3.3m once eligible to live in Britain were to have 
that right restored, Hongkong would raise a collective cheer 
and get on with making money. Why leave, if your family and 
friends are in no rush to do so? Why go to dreary Singapore or 
alien France when you have the beauty of the harbour to gaze 
on, the familiar smells and sounds of 30,000 restaurants, and 
10% compound yearly growth in GNP? Those arguments 
would apply even if only 2m people had the right to leave. 


Enter the critical mass 


Below 2m, however, the confidence curve starts to fall. Not 
merely would Hongkong suffer from the tensions of a particu- 
larly cruel version of the have/have-not divide. Among 
passport-haves, people would be looking over their shoulders 
to see if any were leaving. Each one that did would prompt a 
dozen more to follow. Each dozen would make the others fear 
that Hongkong was losing critical mass. There would then be 
a rush for the door, and sooner rather than later. Why wait? 
After all, in 1997 China may crack down on “elitists” with 
foreign passports. 

So the arithmetic looks like this. With 2m passports or 
more, nobody leaves. With '/2m, all the Ym go. Those Ym 
are the ones with the seniority and skills that qualify them for 
a passport but that are also essential for Hongkong's viability. 
Lose the 2m and you have killed Hongkong. 

That is what Britain is about to do. Soon the government 
will announce that about 50,000 heads of household will be 
given passports plus the right to live in Britain—say, 200,000 
people in all. Ministers will say they cannot offer more: the 
public wouldn't stand for it, Britain is too crowded, etc, etc. 
In fact their measly offer will achieve the opposite of what is 
intended. Hongkong will not get near its critical mass, so its 
Yam foreign passport-holders will leave, every one of th 
And 200,000 of them will go to Britain, the pragmatic coun- 
try that brought about the very things it said it would prevent. 








How splendid it would be if this apparent indifference 
were based on a conviction that all was going well in the Mid- 
dle East. It is not. Iran and Iraq have stopped fighting but are 
not yet at peace. In Lebanon the Syrian army threatens an 
imminent invasion of the Christian enclave of General Mi- 
chel Aoun, in order to install a new president under a new 
constitution drafted at Taif, in distant Saudi Arabia. Israel 
stays in the West Bank and Gaza Strip, barely imposing order 
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on a da Gee Ж point ay gun. While the occupa- 
= tion continues, Israel's relations with all its Arab neighbours 
. except Egypt remain frozen in enmity. 

All the more reason for the big powers to leave well alone? 
No. It is true that big powers can make matters worse if they 
superimpose their own rivalries on local conflicts. But that is 
an argument for co-operation, not neglect. The Middle East, 
rich in oil and brim-full of advanced weapons, has a habit of 
rearing up (remember the unpredicted Yom Kippur war of 
1973) and biting those who neglect it. 


The outsiders’ common interests 
The big change of recent years is that an eruption in the Mid- 
dle East is less likely than it was to cause the third world war: if 
Mr Gorbachev won't intervene in East Germany, why should 
he do so in Syria? Yet even an eruption confined to the region 
could prove awkward, not just for the locals but for the super- 
powers. Both Russia and America want to contain Islamic 
fundamentalism—the Russians for fear that it will spill into 
their Muslim republics, the Americans for fear of terrorism 
d the internal threat extremists pose to friendly Arab re- 
gimes. Both want a reunified Lebanon, though the Russians 
retain some sympathy for Syria's role there. And both believe 
an Arab-Israeli peace must involve Israel withdrawing more 

or less to its pre-1967 boundaries. 
How quickly could superpower co-operation make itself 
— felt? In Lebanon, immediately. The recent deadly stalemate 
— has made it clear that General Aoun speaks for many Leba- 
nese Christians in rejecting the Taif constitution. Most of 
н Taif's changes, especially the derigging of the system that put 
power permanently into the hands of the Christian minority, 


ue 


_ The European Community has to present more than a trader’s face to the world 


b 


| ELAUNCHED by its own Single European Act, encour- 

k aged by the United States, impelled by revolutions to 
the east, the European Community has emerged in 1989 as an 
odd sort of world power—one without armed forces of its 
own and without much capacity to forge foreign policy. Yet 
foreign policy is what will be demanded of this headless, weap- 
onless superpower in the post-Gorbachev world. 

Once tolerated sniffily at the world's summits—only the 
economic ones—the EC has seen its standing abroad trans- 
formed over the past two years. Russia and its East European 
allies have recognised it, opened embassies to it, rushed to 
sign co-operation pacts with it. The Group of Seven rich na- 
tions charged the European Commission last summer with 
co-ordinating aid to Eastern Europe—more of a political than 
an economic task. The most striking result of the EC summit 
in Strasbourg last weekend involved foreign policy: an agreed 
attitude among the 12 heads of state to German reunification. 
Now Mr James Baker, America’s secretary of state, wants new 
“institutional and consultative links" with the EC in forging 
. the new Europe. 
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were overdue. But Taif also awarded Syria special rights i 
Lebanon, giving its army a chance to stay there for ever. Th 
best course now would be for the Russians to talk Syria int 
agreeing that it must leave a Lebanon that has sorted out its 
own affairs, in return for an American and (essentially) ; 
French effort to persuade General Aoun to stand down ir 
favour of Mr Elias Hrawi, Lebanon's president-without-a-pa 
ace. Hard to imagine? Try imagining a favourable outco 
that does not include some such superpowered deal. — - 
There will be no quick fix in Palestine. It has taken a yea 
of American diplomacy merely to arrange next month's m et 
ing between the foreign ministers of Israel and Egypt. A sy 
bolically valuable face-to-face encounter between Israel and û 
group of Palestinians (ostensibly unlinked to the Palestim 
Liberation Organisation) may follow, but the gap between th 
two sides remains vast. Meanwhile Eastern Europe's turmo 
is dimming world interest in the intifada and so making 
easier for the Greater Israelis of Israel's Likud party to resist 
the territorial compromise necessary for peace. 
Peacemaking will be hard, but America would be wron; 
to relax its efforts, and Russia wrong not to help America 
simply because no big Middle Eastern war seems imminent. 
Right now, relatively peaceful men run many Arab countrie: 
and the Palestine Liberation Organisation is following a pol- 
icy of diplomacy, not violence. These conditions may not last 
throughout the 1990s. In Malta President Gorbachev, dis- 
tracted by bigger problems nearer home, appeared to leav 
America a free hand to make something of Mr James Bake er’ 
plan for Israeli-Palestinian talks. He can help the plan, be 
cause he has influence with Syria. The opportunity should | be 
seized: neglect is no policy for the Middle East. 





What makes a superpower? Economic strength is th 
foundation; certainly the lack of it can unmake one, as R ia 
is fast learning. The Community's GDP now matches / А - 
ca's for size. It is no longer fanciful to talk of it as one e 
nomic power: the 12 members are turning themselves at sur 
prising speed into more than a free-trade area. They ar 
letting their systems, values and standards infect each oth " 
and thereby creating political interdependence at a rate that 
some within the EC do not fully grasp. 
It was outsiders, in the European Free Trade Association, 
who first sensed the force of this change. Now these outsider: 
want a bigger say in EC matters that affect them. As they bar 
gain in Brussels, the Community is preparing a conference 
start a year hence, whose aim is to revise the Treaty of В 
so as to achieve monetary union. Even if this fails to divi | 
European currency, it will leave the ЕС speaking more like а 
single power in the world’s economic forums. 
Yet the Ec does not have a foreign policy in the way it ha 
an environmental one, or a trade one, or an agricultural f- 
asco. The commission’s external brief is broadly restricted to 
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тас le. The rest of the EC's жрд policy depends upon co- 
o peration among its members. A secretariat co-ordinates this. 

A rolling troika of the foreign ministries of the previous, 
present and next presidents of the EC speaks for the Commu- 
ni abroad. This arrangement relies upon consensus. lt is 

quite good at adopting attitudes, bad at taking action. 

For several decades such consensus-building coped with 
t ie tasks of cold-war Europe. The Warsaw pact was the 
threat. America and NATO countered that. The Europeans 
could manage their individual post-colonial crises and be- 
come prosperous in their common market under the Ameri- 
can umbrella. It is tempting to persist with this east-west or- 
der; but now that communism is collapsing, the temptation 
mu: st be resisted. The main reason is that the two Germanies 
will not and cannot be made to forgo reunification just for the 

nvenience, for the rest of che West, of gradually reducing 
* ne size of the two alliances that face each other across the 
Yalta lines. Visions of “one country, two alliances" are an 
invitation to Germany to go the other way—to neutrality, 
Germany on the loose again. 
` The aim of the next set of European architectural 
dra wings should be, above all, to bind a united Germany into 
the West—which means the Community. It is also to preserve 


Put Nazis on trial 
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д х ever forget what they did 



























Т) RITAIN is set to become a less comfortable haven for 
| LJ Hitler's henchmen. On a free vote the House of Com- 
mons this week decided to ask the government to legislate so 
that alleged war-criminals, now living in Britain, could be 
prosecuted for murders committed on German-occupied ter- 
ritory, which is now part of the Soviet Union. 
` The arguments against prosecution are strong. Sir 
Thomas Hetherington and Mr William Chalmers, who have 
conducted a painstaking inquiry into the subject, have found 
only three instances out of 301 allegations where there is “а 
realistic prospect of conviction’’—though they recommend 
more investigation into a further 78 cases. One of the three is 
ought to be too ill to stand trial. So, argue the opponents of 
war-crime trials, why pursue two elderly men, who have led 
blameless lives in Britain, for crimes committed nearly half a 
century ago on the other side of Europe? 
` The evidence is old. Many prosecution witnesses are in 
their dotage, perhaps with faulty memories. As for the defen- 
dants, it will be almost impossible for former ss men to find 
anyone to testify in their favour. They hardly represent any 
kind of future threat to the public; nor is vengeance the best 
cue for justice. And were there no British war crimes? 

` These are decent arguments against prosecution. Decent, 
but wrong. It is wrong to mix the essentially moral decision 
about whether war criminals should be prosecuted with ques- 
tions of evidence and law, which are the proper preserve of 
courts and juries. Sir Thomas and Mr Chalmers assert only 
that there is a realistic prospect of conviction. Let the jurisdic- 
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and. reshape the alliance between. Rises pes Western xo 
rope to protect their common values, against whoever threat- 
ens them from wherever, and to reassure liberal Russians that 
all this is not aimed at them, indeed might one day even em- 
brace them if Russia becomes truly liberal. 


One up to the federasts 


The Americans will not want to dominate the new set-up, and 
are relaxed about the prospect of not doing so. They sent an 
eloquent signal when, last year, they asked the Community to 
organise the West's assistance to the reforming countries of 
Eastern Europe. They sent another this week through Mr 
James Baker. They now see their own country and the EC as 
matching parts of son-of-NATO. 

But this needs a strengthening of the Community's capac- 
ity to make foreign policy. The implication is obvious: here is 
another powerful nudge in the direction of a European Com- 
munity that sees itself, and can where necessary act, as equal 
partner to America. Oh dear, some in Europe will cry, not 
seeing that the alternative is a slow slide back to nineteenth- 
century nationalism with you-know-who as bogeyman. Thi 
urges were contained within Yalta-Europe. No longer: tne 
flux of 1989 is the challenge the Community was created for. 











tion of the courts be extended to put suspected former Nazis 
on the same legal footing as other British citizens; and let the 
courts then decide whether or not to convict. 

It is true that the alleged killers have lived peacefully in 
Britain for more than 40 years. So what? Giving them credit 
for that would be like letting a burglar go free because he had 
driven his get-away car safely from the crime. 


Even darkness has its shades 


It is true that all parties to the second world war (and every 
other war) did terrible things which have haunted subsequent 
generations: think of Dresden and Hiroshima. The world has 
recently been reminded of what Britain itself did in 1945, 
herding Cossacks onto trains bound for Stalin's concentra- 
tion camps. But it is wrong to equate the prosecution of war 
and its aftermath, however horrible the consequences, with 
the calculated pursuit of genocide by servants of the foulest 
regime in modern history. If there are shades of grey, there are 
shades of darkness too. 

None of this means that the British laws of evidence 
should be materially altered, or legal practice bent, to try to 
obtain convictions. If, after the extension of its jurisdiction, 
the law cannot be used to convict these men, then so be it. 
There should be one law for all. But not attempting to use it 
would mean telling the world Britain has forgiven—or, worse, 
forgotten. Some crimes are too foul for human forgiveness; 
some lessons too serious ever to be forgotten. 
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It hadn't been the easiest of assignments. But now he had the data and 
the samples he wanted, and the weather was worsening. Time to make 
a move. “Take me to the Hilton? A great place, the Hilton. He sometimes 
took it for granted, but that was a compliment. He'd never been let down 
yet. He smiled to himself at the prospect of a warm welcome and a 
hot bath. For the next few days, the only ice he wanted to see would be 


over 400 hotels, call your travel agent, any Hilton hotel H | 
or Hilton Reservations Worldwide. UK: (1) 780-1155. 


in a tall glass in the lobby bar. © For reservations at | | 
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HOW FUJITSU 
KEEPS TRIP STRAUSS 
ON TOP IN TOKYO. 


Trip Strauss is a young American 
investment banker working in Tokyo. An 
M.B.A. from Stanford, fluent in Japanese, 
he spends his days selling million dollar 
blocks of equities to large Japanese insti- 
tutional investors. 

The lifeblood of his business is informa- 
tion. "Every дау,’ he says, "I have to tell my 
clients at least one thing they don't know.” 
To get that information he is constantly 
on the phone or fax around the world, or 
staring into a computer monitor which is 
tied through telephone lines into an on-line 
mainframe computer system back in his 
home office in New York. 


DEMAND IS ENORMOUS 


The demand that he alone places on 
Tokyo's communications facilities is enor- 
mous. And he is only one of hundreds of 
thousands of international businessmen in 
the city. Which is why KDD, Japan's inter- 
national communications company, recent- 
ly got together with America's AT&T to lay а 
new Transpacific Cable (TPC-3) between 
Japan and America. The cable is the first 
optical fiber submarine cable across the 
Pacific, and the longest in the world. No 
thicker than a garden hose, it can carry 
8,000 phone calls at a time, compared with 
fewer than 1,000 for the two huge copper 
cables already in service. 


REPEATERS ARE THE HEART 


At the heart of this epoch-making sys- 
tem, which was designed to last 25 years 
without a failure, are the repeaters. Spaced 
at 50- to 70-kilometer intervals, these in- 
credibly complex devices boost the signals 
across the thousands of miles. These re- 
peaters were manufactured by, among 
others, Fujitsu, one of the world's top com- 
puter and telecommunications manufac- 
turers, with projects completed in 100 
countries. Fujitsu is involved in projects like 
this all over the globe, helping create the 
communications infrastructure that's mak- 
ing it possible for people like Trip Strauss— 
wherever they are—to stay on top of the 
world. 





This OS-280M optical submarine branching unit 
is a prime example of Fujitsu's futuristic submarine 
cable technology. One of only a few such devices in 
the world, it comprises an optoelectronic switching 
system required for 3-way branching with а fully 
multiplexed capacity of 8,000 circuits 
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Hongkong’s leap in the dark 


FROM OUR HONGKONG CORRESPONDENT 


ger came through the empty streets at 

three in the morning, more than 150 po- 
lice and prison officers. They carried batons 
and shields. Some wore anti-riot gear. With- 
in an hour they had bundled the inmates of 
the Phoenix House detention centre into 
police trucks. Just after five o'clock a Cathay 
Pacific TriStar—commandeered by the 
Jongkong government—took off for Ha- 
10i. Its passengers were eight men, 17 
women and 26 bewildered children, 
and their guards. So began, on Tues- 
day, December 12th, the mandatory 
repatriation of Hongkong's un- 
wanted Vietnamese boat people. 

It is an achievement that most of 

the world considers wretched, China 
ing the prominent exception. 
While Britain's Mrs Thatcher cele- 
brates the free flow of East Europeans 
to the West, how can a British colony 
force innocent children back to a re- 
pressive communist regime? A 
spokesman for President Bush said 
stiffly that “involuntary repatriation 
is unacceptable until conditions im- 
prove in Vietnam". In Britain the op- 
position leader, Mr Neil Kinnock, 
taunted the prime minister in what 
seemed to be a reference to Germa- 
ny's wartime crimes: "You are the 
»nly person in this shameful episode 
- who cannot make the excuse, ‘I was 
only obeying orders’. An American 
refugee organiser asked, “If they believe 
they are doing the right thing, why not do it 
openly? Why do it in the dead of night?" 

Such language must wound even the 
toughest, let alone Hongkong's governor, 
Sir David Wilson, and other decent-man- 
nered officials. Their defence is that Hong- 
kong cannot cope. Its boat-people popula- 
tion is more than 56,000, of whom 34,000 
have come this year; its police and prison 
services are stretched; its politicians are 
threatening to check taxpayers' charity to 
the boat people that began in 1975. 

In an attempt to slow down the influx, 
all boat people arriving on or after June 16th 
last year are now sorted, or "screened", into 
"refugees" fleeing persecution, and “есо- 
nomic migrants" seeking a better life. Refu- 
gees can hope for resettlement in the West; 
economic migrants can expect jail and de- 


portation. Some 12,000 of the boat people 
have the good fortune to be counted as refu- 
gees simply because they arrived before 
screening started. Of the 44,000 others, the 
screening process will, at its present rate, de- 
cide that 37,000 should be repatriated, if 
necessary by force, in the wake of the 51 
from Phoenix House. 

Those numbers alone show the failure 





of screening to deter. The more it fails, the 
more the colony's ordinary people tire of 
the double standard. Alien Vietnamese who 
come to Hongkong are fed, clothed and 
housed. But illegal immigrants from China, 
kith and kin to Hongkong's Chinese, are 
summarily deported without appeal at a rate 
of more than 50 a day. For them there is not 
even the hope of getting through a screen. 
Sir David and his colleagues, it is argued, 
have a duty to respond. 

e government's defence is not to be 
sneered at. America forcibly repatriates Hai- 
tians and Mexicans by the thousand. Mrs 
Thatcher said this week, “It is perfectly in 
order to return illegal immigrants to their 
country of origin—otherwise there would 
be international chaos." It may even be hu- 
mane. Sir David observed in Hongkong just 
hours after the boat people had left for Ha- 





































noi, “The reality is that the places to y hi 
these people want to go do not accept thi 
as being refugees. They will not get resem 
ment there. We think it is quite wrong tl 
we should build up artificial hopes that ў 
day those places will change their mi nds. 
But mandatory repatriation ultim t 
implies the use of force (although 
thorities insist no force was used this we 
That force can only be humane and * 
der” if those returned are well treated w 
they arrive. Do the governments of F 
and Hongkong have any guarantee that th 
will be? They point out that none of the 60 
odd boat people who have returned to Vie 
nam voluntarily appears to have suf 
Why should it be different for those 
back involuntarily? 
Their certainty smacks of 
thinking. The monitoring of those i 
voluntarily returned to a co un 
with an appalling human 
record is the task of Britain's em 
in Hanoi. It is staffed by three peop 
only ie . whom тс Vietnan 
ese. Iwo British politicians, Lor 
Ennals and Mr Timothy Raison, % 
fly out from London as “independe 
observers". No wonder the Hom 
kong representative of the it: 
Nations High Commissioner for Re 
ugees is perturbed. He says th 
week's operation “was not behind т 
back, it was while | was asleep.” N 
wonder Amnesty International is i 
outright opposition. | 
The cost of sending the boat рес 
ple back is said to work out at $1,00 
person. This includes “reintegratic 
assistance" for Vietnam and 
pocket money for an adult, $15 for 
child. It is tempting to concl 
the British and Hongkong government 
bribing their way out of trouble, г 
other bribes are being sought by Vie 
(see next page). 4 
But if it is bribery, will it work? The refi 
gee organisations, and the America 
that the programme of voluntary r 
tion must be given more time to work. 
than 1,000 volunteers are still waiting fe 
their ticket home. Perhaps the devious Ё 
ish agree: the demonstration of manda 
repatriation may now encourage more vo 
unteers, which may explain the promis 4 
Britain's foreign secretary, Mr Dougl 
Hurd, that no more mandatory repatria 
tions will take place before a parliamentan 
debate next week. Л 
Britain's embarrassment will intensify if 
just one boat person unwilling to п 
commits one dramatic gesture of despair, or 
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ID Vietnam say to Britain, in ef- 
| : if you want us to take the 
boat people back, give us economic 

aid and a deal on Cambodia? Viet- 


| nam's deputy foreign minister, Mr 


А Tran Quang Co, was not offended by 

` this correspondent's question. He did 

© not deny that aid and Cambodia had 

been discussed. Then he said, “It has 

never been our intention to black- 

mail Britain. If we find common 

| ground we would consider signing an 
agreement.’ 

— Has no agreement actually been 

signed for the forcible return of the 

boat people? According to officials in 

| Hanoi, Britain and Vietnam have had 

only "general discussions" during 

which Vietnam has opposed forcible 

repatriation. What “discussion” pre- 

ceded the dispatch of 51 boat people 

- on Tuesday is unclear. But Vietnam 


| seems to be playing an artful game. 


Britain, it believes, can be squeezed to 
pay well to get rid of its unwanted 
- boat people. Taking the 51 people 
| ` was a token gesture. Now Vietnam 
wants Britain to end its embargo on 


Vietnam also hopes that it can 


persuade Britain to take a concilia- 

_ tory attitude to Mr Hun Sen's Viet- 
nam-backed government in Cambo- 
dia. On December 7th two British 
diplomats arrived in Phnom Penh, 
_ the first for 14 years. Officially, they 
| were there to discuss humanitarian 
` matters. But America complained 
that the visit would lend legitimacy to 

e government of Mr Hun Sen. Brit- 

ain also likes an Australian plan for 

| the United Nations to run Cambodia 
while free elections are held. Mr Hun 


|| Sen is said to be ready to discuss the 


| 


plan. America is suspicious of it, and 


China is against it because it would 
exclude the Khmers Rouges. 
Britain appears to have got itself 


` eyes, the А of the es people as 


|| a diplomatic weapon is that it is infi- 


M ] 


` nitely renewable. A refugee no longer 


|| even needs a fair wind to take him to 


|| Hongkong. He can go by bus nearly 
|| all the way to Hongkong now that 


Vietnam's border with China has 
| been opened. "If they had the 

chance," a Vietnamese remarked, 

"everyone would leave Vietnam.” 














if one security man is guilty of one act of ex- 
cessive force. Some 6,000 boat people dem- 
onstrated against the deportations on 
Wednesday. If they are to press on with the 
policy, Hongkong and its government will 
have to withstand more dreadful publicity. 

Another test will come if thousands 
more Vietnamese, their plans laid years ago, 
ignore the harsh signals from Hongkong 
and make their way to the colony, hoping 
against hope for a change in policy. Will 
Hongkong cease to let them land, and turn 
the boats away? Thoughtful voices in the 
colony have long noted the paradox: Hong- 
kong people, facing rule by China in 1997, 
want from the West the same sanctuary they 
are loth to give the Vietnamese. Whatever 
the rights and wrongs of Tuesday morning, 
the timing was terrible. 





Hongkong passports 


The cost of 
goodbye 


FROM OUR HONGKONG CORRESPONDENT 


UST how many of Hongkong’s 5.7m peo- 

ple are needed to sustain its economic 

miracle? The answer, according to 
Honour Hongkong, a group of the British 
colony's leading companies, is 315,000. 
They are the PrMAS—professional, tech- 
nical, managerial and administrative staff— 
whose skills have given Hongkong Asia's 
highest income per person after Japan. They 
are also the people who will find it easiest to 
emigrate before Hongkong reverts to China 
in 1997. Unless they stay, says Mr Francis 
Yuen, chief executive of the colony's stock 
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exchange, Hongkong's GNP "could be as 
much as 4596 less in 1997 than would be the 
case if the historical growth was main- 
tained”, In other words, end of miracle. 

That arithmetic relies on the intelligent 
guesswork of a study commissioned from 
Price Waterhouse, but the known figures are 
already gloomy. Each week, just under 1,000 
people leave Hongkong, and a quarter of 
them are PTMAS. Mr Simon Murray, the 
chairman of Honour Hongkong, points out 
that the Hutchison Whampoa group, o 
which he is managing director, has 480 man- 
agers. Some 200 have foreign passports: “If 
anything went seriously wrong in Hongkong 
they have a place to which they can go." 

d the others? “Theoretically, we could 
lose all 280 of them in one afternoon. They 
have all said openly they are looking for 
passports. That is very worrying." 

Around 3.3m of Hongkong's people 
qualify for British passports because they 
were born in the colony. But these passpor 
do not give their holders an automatic rigl 
to enter or live in Britain. Mrs Thatcher 
seems likely to approve passports that do for 
no more than 200,000. That is not the sort 
of generosity to inspire confidence among 
the miracle workers, or reciprocal offers of 
"insurance policies" from allies such as 
America and Canada. Instead, it may simply 
speed up the exodus. It takes up to three 
years for an emigration application to be 
processed. In 1985, the year after Britain 
agreed to hand Hongkong back to China, 
22,400 people emigrated. Last year the fig- 
ure was 45,800. 





Philippines 


Not quite the 
end of the affair 


FROM OUR SPECIAL CORRESPONDENT IN MANILA 


ER language is as stirring as ever: “We 

have to make sure”, she said at the fu- 
neral this week of a loyal airman, "that jus- 
tice is done, that those who are guilty will be 
meted out the full penalty." But it is too late 
for President Corazon Aquino's tough talk 
to be turned into tough action. The airman, 
Major Danilo Atienza, was killed in the 
sixth coup attempt in just over three years 
against Mrs Aquino. For the government 
now to exact full revenge risks stretching be- 
yond breaking point the increasingly doubt- 
ful loyalty of the armed forces. 

So much is common knowledge, be it in 
the presidential palace of Malacanang or the 
army headquarters at Camp Aguinaldo. 
Most rebels in the past have had to perform 
little more than press-ups as their penance; 
those who were jailed usually escaped. Ev- 
eryone knows that Mrs Aquino's words are 
for the birds: after all, the rebel soldiers 
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FROM A CORRESPONDENT IN TALOQAN 


ART of Afghanistan has achieved a 
sort of peace. This is the bit in the 
north-east run by Ahmad Shah Massoud. 
In the war against the Afghan govern- 
ment and its Soviet backers, Mr Massoud 
has been the most successful of the guer- 
rilla commanders. Now he is building a 
civil administration in five provinces on 
| the edge of the Hindu Kush: Takhar, Ba- 
| dakhshan, Konduz, Baghlan and Kapisa. 

His base is Taloqan in Takhar prov- 
ince. And a prosperous place it looks. The 
bazaars are stacked with local produce 
and foreign goods: Imperial Leather soap 
from England, medicines from Bulgaria, 
turbans and pullovers from Pakistan, con- 
doms from America. Much of the foreign 
stuff is imported through Kabul. Buses 
leave daily for the capital, travelling 
through government-held Konduz along 
roads controlled by the mujaheddin. 

The contact between Massoud terri- 
tory and Kabul is the big surprise for the 
visitor. It contradicts the picture of a 
country endlessly fighting a bitter civil 
war. Women, children and old men travel 
freely between government and 








mujaheddin territory. Young men may 
cross army checkpoints if they have com- 
pleted their military service. 

regime of President 


The Kabul 





SOVIET UNION 





marched back to their barracks still carrying 
their weapons; loyal soldiers hailed the re- 
turning rebels as comrades. In such an atmo- 
sphere, if Mrs Aquino's government is to 
survive until the presidential election in 
1992, it had better concentrate not on retri- 
bution (although the ineffectual hunt for 
arch-plotter Colonel Gregorio “Gringo” 
Honasan continues) but on damage control. 

That is already under way. Last week 
Mrs Aquino imposed curbs on broadcasting 
stations (apparently, they were too prone to 
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A little kingdom in Afghanistan 













Najibullah not merely tolerates this com- 
merce; it has his full support. The govern- 
ment, it seems, has come to an accommo- 
dation with a number of shuras—local 

-councils run by the mujaheddin and tribal 
leaders. The mujaheddin are given 
money, food, fuel, even weapons, in ex- 
change for a promise not to attack govern- 
ment convoys or outposts. 

Taloqan fell to the mujaheddin in Au- 
gust 1988. The Afghan army abandoned 
the town one morning and the 
mujaheddin moved in. Because of their 
hatred of the government they foolishly 
did their best to sack the place. They 
wrecked the cotton-packing factory, 
smashed the electricity plant and the wa- 
ter works and stripped the doors, win- 
dows and electrical wiring from every gov- 
ernment building in town. 

Now the damaged buildings are being 
repaired. The hospital has been reopened 
(its young doctors treat some 100 patients 
daily, free of charge) and there is a net- 
work of village clinics. Medicines and 
equipment come from western aid agen- 
cies in Pakistan. Taloqan's secondary 
school—doorless, windowless ^ and 
chairless—teaches 900 boys Dari (the lan- 
guage of the local Tajiks), Pashto (the lan- 
guage of Afghanistan's majority), Arabic, 
English, the sciences and lslam. The 
shura's education committee runs village 

schools, in mosques or under trees. The 
ascetic Mr Massoud has banned smoking 
as unlslamic and unhealthy. 

Reconstruction has begun 

throughout Massoud’s domain, 
which includes the Panjshir valley, 
devastated by nine Soviet offensives. 
New roads are being built and others 
improved—sometimes by captured 
government soldiers. Mines are being 
cleared. Funds come partly from 
mujaheddin headquarters in Peshawar 
and partly from taxation. The shura levies 
taxes on exports of lapis lazuli from Ba- 
dakhshan, on emeralds from the Panjshir, 
„ọn sheep and goats sold for meat and on 





















Massoud is in a hurry 
vehicles travelling to and from Kabul. 
Western aid agencies help with health, 
education and getting agriculture into de- | 
cent shape. 

Mr Massoud's shura is made up of 
commanders from all five north-eastern — 
provinces, but its authority is not abso- 
lute. Within: his mountainous fief three 
cities are still held by Kabul; the town of 
Khanabad is under the joint administra- 
tion of the Peshawar-based mujaheddin. 
alliance; and several pockets of land are 
controlled by mujaheddin commanders 
with no affiliation to Mr Massoud. | 

His plan to capture the remaining gov- 
ernment towns in his area, before contem- — 
plating an assault on Kabul, has been frus- 
trated by a bloody power struggle between ~ 
his Islamic party, the Jamiat-i Islami, and 
the more extreme Hesb-i Islami of 
Gulbuddin Hekmatyar. The dispute has 
shaken Mr Massoud's faith in a united - 
mujaheddin victory. Neither does he be- 
lieve that a political settlement with the — 
Najibullah government can work. In the | 
absence of either, it may be that other re- 
gions of Afghanistan will develop along - 
the lines of Massoud's little kingdom. The ` 
country would be fractured into a Kabul- | 
based central power and a number of fiefs 
run by local strong men. Which is how Af- 
ghanistan was divided in the past. j 
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interview Gringo's pals). She also declared a 
state of national emergency that gives her ill- 
defined powers of economic and commer- 
cial intervention. This week the Senate has 
confirmed those powers but did not meet 
her request to suspend labour laws. 

A president whose proudest (and genu- 
ine) boast is to have restored democracy will 
now have the power to fix prices and control 
output. She is also asking Congress to ex- 
tend to 72 hours the period during which a 
suspect can be detained without charge. At 
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the moment the time limit varies between Î 
hours and 36, which, it is said, lets the guilt 
stonewall their way to freedom, and tempt 
the police and army to use forceful shor 
cuts. Mrs Aquino has one other reques 
from Congress: that it should raise the ordi 
nary soldier's daily subsistence allowance 
from a miserable 18 pesos to 30 (around 
$1.40). 

Will all of this work? One hopeful sign is 
that when the two Manila stock exchanges 
opened on Monday after a week of coup-en- 
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The other sort of power 









































ed idleness, their composite index fell by 
8%, not the 30% predicted in Hong- 
ng by some doomsday analysts. Another 
the much-advertised willingness of the 
lippine central bank to put money into 
banking system to maintain confidence. 
ne 3 billion pesos were withdrawn from 
banks during the six-day rebellion. A 
hird hopeful sign for the government is the 
ublic support for Mrs Aquino given by 
tries as varied as America, Russia and 
ina, and the soothing promises of contin- 
ceram by those foreigners already 
committ 
` Yet the effort may still be inadequate for 
the task. Until the coup the hope for the 
ippine economy was that its growth, 
wered over the past three years by con- 
ner demand, would henceforth be invest- 
Леа. Both the outside world and the 
ippine people themselves were begin- 
g to think of the Philippines as a good 
` The odds have now surely worsened. 
They could lengthen further. There is talk of 
a "phase two" of the coup, involving acts of 
'errorism. A grenade exploded in a Manila 
office on December 9th. The presi- 
t's rage at her dissident vice-president, 
{r Salvador Laurel, and her former defence 
ister, Mr Juan Ponce Enrile, is the rage 
impotence: she believes they supported 
rebels, but is unlikely to find proof. 
Is all, then, hopeless for a leader whose 
integrity is such a contrast to the corruption 
nd her? Not necessarily. She has some 
Eur support (the rebels have none); she 
a record of resilience; she can buy a bet- 
te енсе for her administration by re- 
sh rm her cabinet; and she can hope that 
foreign investors will have short memories. 
With luck, she will set the Philippines back 
“on a successful course again. But as her na- 
tional security adviser, Mr Rafael lleto, 
pointed out this week, if luck is not with her, 
another coup attempt is all too possible. 
-——-P——————————————— 
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Japan 
Find the lady 


FROM OUR TOKYO CORRESPONDENT 


ITH a general election only two 

months away, Japan's Socialists are 
looking nothing like the party that pulled 
off such an eye-catching victory in the up- 
per-house election last July. The euphoria 
has given way to bickering. 

One of the problems is women. The 
leader of the Japan Socialist party, the per- 
sonable Miss Takako Doi, believes, proba- 
bly correctly, that women voters would flock 
to elect articulate women candidates. But 
where are they? The party has so far man- 
aged to find no more than ten women to 
stand in the lower-house election expected 
on February 18th, and they include Miss 
Doi and Mrs Mitsu Kaneko, the party's only 
other member in the lower house. To worry 
the ruling Liberal Democrats, the Socialists 
need to put up 30-40 women candidates. 

There is another snag. In Japan's multi- 
member constituencies, a Socialist man 
could find himself standing against a woman 
from his own party as well as candidates 
from rival parties. The woman might out- 
vote the man and, if he were the sitting 
member and the Socialists won only one 
seat in that constituency, she might actually 
pinch the seat from him. In the past the So- 
cialists have concentrated their limited fire- 
power on trying to secure just one seat in 
most of Japan's 130 multi-seat constituen- 
cies. Back in August, flush from their upper- 
house success, the Socialists decided to field 
no fewer than 180 candidates. So in some 50 








If only they were all like Doi | 


constituencies the party was aiming to have 
an extra candidate. 

Many an existing Socialist member of 
parliament has begun to sleep a good deal 
easier now that the party looks unlikely to 
achieve its ambitious total. The Socialists 
have signed up 154 candidates to date. The 
party is belatedly talking to other oppositic 
parties about forming a coalition to defe: 
the ruling Liberal Democratic party. To cut 
a deal with them the Socialists would, 
among other things, have to become less 
pacifist and to ditch their nutty view that fa- 
vours North Korea over South Korea. 

The Socialists could always retreat. 
With the Liberal Democrats rebuilding their 
popularity under the bland but effective Mr 
Toshiki Kaifu, the pollsters are predicting 
that the party will be returned to power in 
February—albeit with a much reduced ma- 
jority. Faced with probable defeat, the So- 
cialists may prefer to crawl back into their 
shell rather than risk changing their habits 
of a lifetime. 








Slow-moving Seoul 


FROM OUR EAST ASIA CORRESPONDENT 


EN years ago the military govern- 
ment that then ruled South Korea 
did not like its citizens to spend money 
on private motoring. Almost the only 
cars in Seoul were the sinister black lim- 
ousines of generals, politicians and com- 
pany bosses. Today the capital seems to 
be in the grip of a perpetual traffic jam. If 
things go on like this, a motorist’s aver- 
age speed though Seoul, which was a 
frisky 19 miles per hour in 1985, will be 
down to little more than 8mph by 1993. 
With exports falling, Korea’s car in- 
dustry is doing its best to sell at home. It 
is being helped by lower taxes and higher 
wages. Public transport in Seoul cannot 
cope with the millions of people who 
come into the city centre every day. Asa 
result, car sales this year, at 766,000, are 
more than a third higher than last year’s. 
Next year the number could be 1.1m. 








What can be done to keep the traffic 
moving? Seoul’s planners have done 
their best to make life unpleasant for 
drivers by making parking hard and de- 
vising a teeth-grinding system of detours. 
The underground railway is to be ex- 
tended. Parliament is proposing to tax 
hotels and wedding halls to cover the 
“social costs" of the cars they attract. 
Presumably, the hotels will in some way 
pass this tax on to the motorist. Seoul 
may also impose a toll on cars entering 
the centre, a system used in Singapore. 

Seoul seems to have turned down one 
idea that might have appealed to its high- 
tech mentality. Sensors fitted in cars 
would allow them to be charged different 
fees for going to different parts of town. 
But the experts decided that the public 
would prefer straightforward tolls, which 
at least it could understand. 
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PAYING IN ECU 


The ecu, the symbol. of European construction, is Бакон reality and has taken its place among the major 


international currencies. The Luxembourg Financial Centre has always been a driving force in developing 





-the private use of the ecu, thus demonstrating its expertise and innovative abilities. 


| Iti is currently involved in launching an operation - unique in Europe - to enable consumers 





` THE ECU AS THE 
CURRENCY OF EUROPE 


The ecu, the European 
Community's unit of account, 
composed of a basket of the 
Member States' currencies, is 


now a fully-fledged currency 





used by both public and private 


sectors on the domestic and in- 
Between 


ternational markets. 
` 1983 and 1988 the volume of 


transactions in ecus iricreased 
tenfold. 

The ecu is the fifth-ranking cur- 
rency in the balance sheets of 
Western European banks and 
ranks sixth in the world in public 
Eurobond issues, the total 
amounts involved attain- 
ing those recorded for the yen. 


WWW WW 


straightforward 

to financial options and futures, 
commercial paper, Euroloans, 
life assurance and many further 
products. Almost 200 000 mil- 
lion ecus are held in these 
various forms throughout the 
world. 





LUXEMBOURG AS A 
CENTRE FOR THE ECU 





of the share of the Eurocurren- 
cy market held by Western Euro- 
side, Luxembourg's market 
share vis-a-vis the non-bank sec- 
tor alone is even more substan- 
tial, ie. approximately 1596, 
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while taking the ecu alone, that 
same market share is almost 
3095. The volume of ecu-deno- 
minated E; 


volume issued. Moreover, the 


lead bank for the first ever ecu- 


escent issue (198) wes a 
bank established in Luxembourg. 


‘The first ecu current account 


(1976) and the first ecu savings 
account (1982) were also laun- 
ched by Luxembourg banks. 





Furthermore, whilst the impor- 
tance and spectacular develop- 
ment of Luxembourg as an 
international centre for invest- 
ment funds are now universally 

it is worth recall- 
ing that approximately 13% of 
the funds set up in the Grand 
Duchy are denominated in ecus. 





LUXEMBOURG AS AN 
ECU EXCHANGE 


More than 90% of all ecu- 
denominated Eurobonds are 
listed on the Luxembourg Stock 
Exchange, i.e. 450 issues totall- 
ing more than 40 billion ecus. 





to pay for purchases in ecus, the currency of Europe. 


Only the number of instruments 
denominated in dollars and yen 
exceeds that figure: 

Cedel - a worldwide organiza- 
tion for the clearing of securities 
transactions - which is based in 
Luxembourg and is a natural ad- 
junct to the Stock Exchange, has 
from the outset offered its par- 
ticipants the facility of settling 


transactions relating to ecu- - 


bonds by direct payment in ecus 
rather than in one of the compo- 
nent currencies. To date, 75% of 
all transactions relating to ecu- 
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denominated financial in- 
struments have been carried out 
via Cedel. 
THE FCU AS A 
MEANS OF PAYMENT 
IN LUXEMBOURG 


Although paper money in 
ecus does not yet exist, this has 





; not prevented Luxembourg from 


a unique experiment 
to promote consumer use ofthe 
ecu via everyday methods of 
payment. 

During “Europe Month”, that is 
to say from lith November to 
4th December, prices are 


zy 


ASSOCIATION DES BANQUES ET BANQUIERS LUXEMBOURG 
THE LUXEMBOURG BANKERS' ASSOCIATION — LUXEMBURGER BANKENVEREINIGUNG 
14, bd Fr. Roosevelt L-2450 Luxembourg Tel: 4636601 Telex: 1701 
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displayed in ecus in the shops; 
hotels and restaurants of the 
Grand Duchy's capital and con- 
sumers, whether resident or 
from abroad, can pay in ecus 
using à eurocheque or a credit 
card. 


Thanks to the Grand Duchy's 
central position in Europe, the 
international and cosmopolitan 
character of its capital and the 
development of the Financial 
Centre, the Government, the 
banks and traders have been. 
more than willing to support this 
initiative, whose aim is to pro- 
mote the European idea and 
foster public awareness of the 
forthcoming reality of European 
monetary union by focusing on 
everyday concerns. 








LUXEMBOURG AND 
ITS EUROPEAN 
ORIENTATION 


“AS а driving force in 
developing the use of the ecu by 
financiers, Luxembourg is now 
affirming its determination to 
promote the use of the ect: by the 
general public, thus demon- 
strating its European orienta- 
tion. This is underpinned by the 
presence in Luxembourg of 
Community institutions such as 
the European Investment Bank, 
the Commission Directorate- 
General for Credit and in- 
vestments and the Court of 
Auditors and, at the legal level, 
the European Monetary 
Cooperation Fund which is the 
potential embryo of a future 
European Central Bank. 
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SINCE 1735 THERE HAS NEVER BEEN 
A QUARTZ BLANCPAIN WATCH. AND THERE NEVER WILL BE. 


1735 


BLANCPAIN 


A Monument To The Art Of Watch- the rarities in the watchmaking art. Only 
making a very limited quantity of these indivi 
dually-numbered watches leave the 


workshops of the oldest watch name in 


A World First: Blancpain presents the the world every year 


exclusive ultra-thin automatic chrono- The movement is writing a page today in 
graph with split-second hand — one of | tomorrow's watchmaking history 








LONDON Asprey, Carringtons, Mappin & Webb, Davis Morris, Garrard, London Hilton Jewellers, The Watch Gallery GUILDFORD Nina Phillips JERSEY Robert 
Fardon MANCHESTER Hancock & Son Lid READING Bracher & Sydenham RUISLIP C.S. Bedford, and at branches of Watches of Switzerland 
Informations by Blancpain SA - CH-1348 Le Brassus - Switzerland – Fax 01041-21 845 4188 Tel. 01041-021 845 40 92 
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WASHINGTON, DC 


Interventionists and free marketeers disagree on 
how best to support high-tech industries 


S THE 1990s approach, the argument 

"А that competition, free markets and 

minimal government intervention are the 

best ingredients for an economy appears to 

have triumphed the world over. The United 

“tates, for so many years the apostle of cap- 

__ alism, should rejoice. Yet the mood there is 

‘less of satisfaction than of worry about what 

all these fine things may be doing to the 
health of America’s own industry. 

Productivity growth in American manu- 
facturing is well below that of any other rich 
country, a two-year study conducted by the 
Massachusetts Institute of Technology has 
gloomily proclaimed. The old industries, 
such as cars and steel, have wilted under the 
pressure of foreign competition. Now the 
new ones are wilting too. 

The electronics industry has been sub- 
merged by imports. The national advisory 
committee on semiconductors reports 
starkly how this American-invented indus- 
try has shrunk. Japan now produces more 
than half the world’s semiconductors and 
nearly 80% of dynamic random access mem- 
ory chips (see chart). A report from the Eco- 
nomic Policy Institute suggests that America 
may already have lost the race to develop 

igh-definition television (HDTV). 

Faced with this litany of woes, many 
people want the government to come to the 
rescue, Knowing that the merest suggestion 
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of an industrial policy 
upsets free marketeers, 

they have limited their de- 
mands to high technology. Cars, 
steel and textiles may be protected 
from foreign imports, but they are 
unappealing candidates for more di- 
rect aid. High technology, on the 
other hand, is a new, exciting field in 
which no full-blooded American would 
want the country to be left behind. Espe- 
cially not when the new leader is Japan, 
favourite target for the man-on-Capitol-Hill. 

The government has, in fact, always sup- 
ported high-tech industry. Aerospace, medi- 
cal research, energy, space exploration have 
all had federal dollars, sometimes disguised 
within the defence budget. According to 
Senator Jeff Bingaman, chairman of the 
technology sub-committee of the Senate 
Armed Services Committee, the govern- 
ment spends around $20 billion each year 
on civilian research and 
development—compared with 
Japan's $12 billion. And some 
$3 billion of the $40 billion 
that the Pentagon spends on 
defence R&D goes on high 
technology. 

Half of that $3 billion is 
spent through the Defence Ad- 
vanced Research Projects 
Agency (DARPA), created in the 
post-Sputnik scare in the late 
1950s with the specific brief to 
nurture risky high technol 
ogies. Enthusiasts have prod- 
ded the agency into spending 
on HDTV and on Sematech, the 
public-private semiconductor 
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ж Dynamic random access memory chips 


consortium. . Arguing that 
modern. weapons need sophis- 
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ticated electronics, and thar nationa 
rity depends on the health of the есой 
they make much of the claim in ат 
book that Japan could cripple America’s, 
fences by shutting off the flow of є 
conductors and microchips. 

For a time this year there was heady t 
of a civilian DARPA. Mr Robert Mosbach 
the commerce secretary, liked the i 
supporting HDTV. His deputy, Mr T 
Murrin from Westinghouse, is keen 
lic-private partnerships in the high 
area. With two other officials, M 
Fields of DARPA and Mr Allan B 
rector of the White House office o 
and technology, they make up a fou 
gang in favour of resuscitating key high 
businesses. _ 

They have run into a rival gang.of 
hotly opposed to government interven 
All of this quartet are close te 
Bush: Mr John Sununu, his chie 
Michael Boskin, his chief economic ad: 
Mr Richard Darman, his budget direct 
and Mr Roger Porter, his domestic-pol 
adviser. Their closeness to the presidi 
helped them to win the fight on HD 

Though the details are vague 
also been а row about contin 
ment support for both Semarect 
itself. The uproar that greeted th 
on Capitol Hill of deep cuts in DAR 
get may have staved them off. But 
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` AMERICAN SURVEY | 


fence budget is cut, generals and admirals 
may join the free marketeers in greedily eye- 
ing DARPA’s little pot. 
The two gangs agree on ends. Both want 
a healthy high-technology industry. Both 
will consider relaxing the antitrust laws to 
allow collaboration on research and even (as 
has happened at Sematech) production. 
Both want incentives for private research. 
Both want to persuade private companies to 
shed their obsession with short-term goals. 
But over the means to these ends, they are 
far apart: 
e Interventionists seek national strategies: a 
decision, for instance, on what America’s 
share of the world semiconductor market 
should be. Mr Bingaman has asked the ad- 
ministration to come up, in a year's time, 
with a list of critical technologies. Free 
marketeers say this smacks of planning. 
@ Free marketeers are openly sceptical of 
consortia sponsored by the government. 
They cite small entrepreneurs, such as Mr T. 
J. Rodgers of Cypress Semiconductors who 
attacks Sematech and us Memories, the fal- 
tering consortium for memory chips, as car- 
tels of big inefficient producers. The inter- 
ventionists reply that companies must CO- 
operate to cope with rising R&D and 
production costs. 
@ They disagree on why Japan has succeeded 
where America is failing. Interventionists 
play up the role of Japan's Ministry of Inter- 
national Trade and Industry (Mmi) in the 
hope that something similar may be in- 
vented in Washington. They argue that the 
European commission has been similarly 
supportive, particularly for HDTV. Free 
marketeers argue that MiTF-coddling works 
only for infant industries in a newly rich 
country, which is why Japan is turning away 
‚ from it now. Most R&D spending in Japan 
nowadays is private, not public. 
@ On trade policy, interventionists favour 
forceful action to open the Japanese market 
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to American high-tech products—despite 
the disaster of the 1985 semiconductor 
agreement which failed to save the Ameri- 
can industry. The recent threat that a lead- 
ing maker of semiconductor wafers, Perkin- 
Elmer, might be taken over by a Japanese 
firm prompted demands that foreign invest- 
ment should be blocked on strategic 
grounds. Free marketeers argue that all such 
appeals serve as a disguise for protectionism. 

Nobody, these days, advocates huge 
public subsidies. But the interventionists 
talk of seedcorn and setting up a pool of low- 
cost capital; of extra tax incentives; Or of 
federal loan-guarantees. Not least to keep 
down the budget deficit (and so lower inter- 
est rates and the cost of capital), the free 
marketeers are against most of this. 

The argument goes on. Some Demo- 
crats see support for high-tech industry as a 
possible vote-winner in 1990. А dozen Re- 
publican senators, led by Mr John Heinz of 
Pennsylvania, are said to be lobbying the ad- 
ministration to change its tune. The free- 
market hardliners are still in the ascendant, 
but there is enough of a dispute to keep the 
other side's adrenalin flowing. 





China 


A rotten idea 


WASHINGTON, DC 


HY on earth did he do it? President 

Bush's sudden and secretive decision 
to resume high-level contacts with China, 
after promising not to do so until the Chi- 
nese government stopped punishing the 
pro-democracy movement, has hurled him 
into a domestic firestorm. The press, liberal 
and conservative, is unanimous in con- 
demning last weekend's visit by Mr Brent 
Scowcroft, the national security adviser, and 
Mr Lawrence Eagleburger, the deputy secre- 
tary of state, to a Beijing regime that remains 
entirely unapologetic for the 
killings in Tiananmen Square 
last June. 

What stuck most in Ameri- 
can throats was the sight on 
television of Mr Scowcroft en- 
thusiastically toasting the Chi- 
nese leaders. He made matters 
even worse by referring only 
obliquely to the “events at 
Tiananmen” and by criticising 
the “negative forces” in both 
countries that were hindering 
better relations. 

In explanation, Mr Bush 
speaks lamely of not wanting to 
isolate China’s leaders and of 
trying to coax out the moder- 
ates among them. That is the 
most implausible excuse of all, 
used by the Reagan administra- 


tion when it did business with the Iranian 
regime in an effort, it said, to get a message 
across to Iranian “moderates”. The admin- 
istration argues, correctly, that China is too 
big and powerful to be ignored for ever. This 
does not explain the timing. The visit, pre- 
mature in any context, is lamentable at a 
time when democrats in East Europe are 
calling out for American reassurance. 

Since the official explanations make no 
sense, and since there is no sign at all of 
China having offered any concessions as a 
result of the Scowcroft trip, Americans are 
scratching around for some more obscure 
justification. Perhaps, say the detectives, Mr 
Bush hoped for a more oblique foreign-pol- 
icy reward. Mr Scowcroft reportedly secured 
a pledge that China would not sell ballistic 
missiles to Middle Eastern countries. But 
the same pledge has been given before. The 
more immediate issue is Cambodia. But al- 
though this must surely have been dis- 
cussed, there has been no suggestion, as yet, 
that the visitors persuaded the Chinese to 
reduce the level of their support for the mur- 
derous Khmers Rouges. 

Then there is trade: America does not 
want to be held back by its moral scruples if 
Japan and Europe are relentlessly pushing 
forward. But the mild sanctions on the sale 
of military equipment and high technology 
to China that a reluctant Mr Bush imposed 
in June have already been modified (though 
American non-approval is still holding up 
World Bank loans). In any event the Scow- 
croft trip could encourage Japan and Europe 
to move in quicker—while negative reac- 
tions at home might prevent American busi- 
nesses from joining in. 

President Gorbachev’s visit to China in 
May should not be forgotten. The Soviet 
Union has maintained its improved links 
with China. Strategic, and no doubt old- 
fashioned, thinkers point to the undesirabil- 
ity of a growing Soviet-Chinese detente if 
America were to be excluded. 

That leads to another, rather simpler, 





Scowcroft listens, too politely, to Deng 
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COME THROUGH 
WITH FLYING COLORS 


The spirit of fair play, free com- 
petition and international co- 
operation has ever been our driving 
force, making us what we are today. 
A US$15 billion enterprise with 
over 80 offices spanning the globe. 

We work in partnership with such 
firms as Honeywell, Siemens, Hitachi, 
and Caltex. Because we believe close 
cooperation breeds mutual success. 

you'd like to join our team, you 
know where to find us. On the fast 
track to a better tomorrow. 
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explanation being touted round Washing- 
ton: the old-boy network. Mr Bush’s experi- 
ence as head of America's Beijing legation in 
the mid-1970s, together with Mr Scow- 
croft’s and Mr Eagleburger's involvement 
with President Richard Nixon and Mr 
Henry Kissinger in opening the China door, 
has made all of them lose their detached 
judgment when it comes to China. Messrs 
Nixon and Kissinger had both urged Mr 
Bush to reopen contacts. 

None of this explains either the timing 
or the tactics of the visit. By deferring to 
China's wishes and not announcing the 
visit until 2am on December 9th (when the 
visitors were already in Beijing), the admin- 
istration virtually ensured a bad reception 
for the news at home. It has thereby in- 
creased the probability that Congress will 
override Mr Bush’s recent veto of legislation 
permitting Chinese students to stay in 
America. And there is now a risk that Con- 

ress will impose new, harsher, economic 
sanctions on an unrepentant China. 








Anti-Catholics 


Wham 


NEW YORK 


T PATRICK's Cathedral in midtown 

Manhattan was the scene on Sunday 
December 10th of a demonstration that 
harmed the cause it sought to promote. Mili- 
tant feminists and homosexuals invaded the 
Roman Catholic cathedral, inserted con- 
doms into prayer books, shouted down a 
sermon by Cardinal John O'Connor and 
chained themselves to pews. Outside on the 
street, some 4,500 demonstrators—from 
such groups as the Aids Coalition to Un- 
leash Power (AcT-UP) and Women's Health 
Action and Mobilisation (wHAM)—waved 
posters saying things like “Keep your rosa- 
ries off my ovaries”. Others carried a 20-foot 
balloon labelled “Cardinal O'Condom". 
The police made 111 arrests. 

Not only the Catholic faithful were 
scandalised by all this. Jewish organisations, 



















including the local chapters of B'nai B'rith 
and the American Jewish Congress, were 
outraged by the behaviour of the demone 
strators. So was Mr Ed Koch, the outgoing 
mayor of New York. He is Jewish but at- 
tended the service “to defend the cathe 
dral”. As is apparent from their joint book, © 
"His Eminence and Hizzoner", Mr Koch 
disagrees with Cardinal O'Connor on abore 
tion, euthanasia and much else 

It is not the demonstrators’ opinions | 
but their tactics that angered both Mr Koch Z 
and Mr David Dinkins, the mayor-elect who 
the following day had himself photographed — 
by the press standing shoulder to shoulder 
with Cardinal O'Connor. To judge from 
the ferocious criticism in all the city's news _ 
papers, Mr Koch spoke for New York when _. 
he told the demonstrators: “If you don't like | 
the church, go out and find one you like— } 
or start your own." 

For as long as anybody can remember, _ 
St Patrick's has been a conservative re | 
doubt. Cardinal Terence Cooke was as firm 1 
a low-key conservative as Cardinal O'Con- 





The right to bear furs 


NEW YORK 


ALK down New York's Fifth Ave- 

nue wrapped in a fur at your peril. 
People wearing skins this winter need 
thick skins of their own. They are being 
barracked by animal-rights advocates who 
hold them indirectly responsible for the 
cruel deaths suffered by furry animals in 
steel traps. 

America's anti-fur movement still has 
a long way to go to catch up with the star- 
tling results achieved in Britain and Hol- 
land (though not elsewhere in Europe). 
But American furriers are beginning to be 
worried by the effectiveness of the cam- 
paign being waged against them. Their ar- 
gument is that most pelts, including mink 
(the most commonly worn fur in Amer- 
ica), come not from trapping but from an- 
imals bred in captivity. This claim has 
fallen on angry ears that do not want to 
hear. 

Sales of furs have declined throughout 
the country during the past two years. 
Wholesalers and retailers have had to 
slash their prices to reduce their swollen 
stocks. Among the big losers is Fur Vault 
of New York, whose furs are sold through 
Fred the Furrier and Bloomingdale's 
stores (under the name Northern Lights). 
After making a net profit of $5m in 1987, 
Fur Vault lost $4.3m in 1988 and is 
headed for another loss this year. Two 
other big fur companies—Evans of Chi- 
cago and Antonovich of New York—are 
also feeling the pinch. 

For a while the industry blamed the 
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sales slump on mild winters and on the 
Wall Street crash of October 1987. That 
explanation has worn thin as share prices 
have recovered and as severe cold snaps 
during the past three or four weeks in the 
Midwest and north-east have failed to 
boost the demand for furs. So a coalition 
of fur traders is now attacking the animal- 
rights advocates with a new public-rela- 
е campaign that has а budget of about 

m. 

The industry will not repeat the mis- 
take of under-estimating its opponents. 
One anti-fur group, the Friends of Ani- 
mals, has stuck up posters in New York, 
showing an animal's bloody paw in a trap, 
that say: “Get the feel of fur. Slam your 
hand in a car door." Another group, Peo- 
ple for the Ethical Treatment of Animals, 
is running advertisments that feature a 
pretty fur-clad woman along with the 
question: "What disgraces a legend 
most?" It is a take-off of the mink-breed- 
ers’ advertisement which asks “What be- 
comes a legend most?" 

Trans-Species Unlimited puts on an 
enthusiastic annual Fur-Free Friday in cit- 
ies across the United States. And Lynx, 
the organisation that in four short years 
has done so much to shatter the British 
fur trade, is now setting up shop in Los 
Angeles. It will be giving a helping hand to 
fellow-campaigners in America. 

The fur trade’s publicists are seeking 
to stigmatise their opponents as bent on 
curtailing the constitutional freedom of 











Less jolly for the mink-crowd Es: | 


Americans to choose. The theme of their 
advertisements is that nobody has the 
right to take away a woman's "freedom to 
buy and wear fur". The fur trade is also | 
employing what is known on Madison 
Avenue as the slippery-slope gambit: “To- 
day. fur, tomorrow leather, then wool, 
then meat... .” 

For many New Yorkers, their furs аге а 
serious matter. Ат a fire at the Blue Angel 
nightclub in midtown Manhattan a few 
years ago, the death of a cloakroom atten- 
dant was blamed on patrons who refused 
to vacate the blazing premises until they | 
had retrieved their minks. 
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nor, his successor, is a high-key one. During 
ле Vietnam war the hawkish voice of Car- 
il Francis Spellman rasped out from St 
t^s. In contrast, the hierarchy of the Cath- 
c Church in Brooklyn is traditionally lib- 
al, which is why calculating Catholics of 
n leave Manhattan to establish residence 
Brooklyn before seeking to have their 
arriages annulled. 
- Yet, like Pope John Paul I, Cardinal 
O'Connor is respected, even grudgingly ad- 
mired, by many who deplore the way he op- 
poses abortions and the use of condoms and 
scribes homosexual acts as a sin. His dio- 
ese has provided more practical help for 
Ds victims than any other private orga- 
sation in New York. As Mr Denis Hamill, 
itic of the cardinal, conceded in an arti- 
cle that appeared in New York Newsday af- 
r the demonstrations, he has been one of 
e most visible clergymen to comfort and 
ray for people sick with Aibs—and even to 
mpty their bed pans. As New Yorkers see 
‚ Cardinal O'Connor shows what it means 
hate the sin but love the sinner. His critics 
made the classic tactical mistake of attacking 
popular preacher, not his preaching. 
























































































retaps | 
Between you and 
e and the tape 


HAVEN. 


STATE trooper's testimony at a rou- 
ine Connecticut trial in late October 
has sparked a row that could cost the state a 
of money, the governor his job and al- 
ow quite a few convicted criminals to go 
free. The trooper testified that when Mr 
bert Little, who had been arrested after a 
al car accident, was held at a police sta- 
tion, his telephone calls to his wife and law- 
er were automatically recorded. lt then 
rned out that the police regularly taped 
early all the calls made to or from several of 
eir stations. 
::Consternation. The state police say that 
y installed the system to ensure that a 
ord exists should there be a complaint. 
yey insist that they never listen to the 
pes. Untrue and irrelevant, thunder de- 





fence lawyers and civilrights organisations. 
Whether or not the police listened, the wire- 
tapping violates state and federal law: it is 
illegal to record a telephone conversation 
unless one party is aware of it; it is even 
more illegal, say some experts, to record a 
lawyer's conversation with a client. 

The controversy has ensnared the 
state's Democratic governor, Mr William 
O'Neill, affecting his chances of re-election 
to a third term next year. He has done what 
he could, reorganising the police depart- 
ment and getting the police chief to resign. 
The new police commander, Mr Bernard 
Sullivan, was welcomed as an outsider to the 
state police. But a New Haven weekly has 
pointed out that Mr Sullivan is known for 
the monitoring eye he keeps on political ac- 
tivists: in the early 1970s he photographed 
them at demonstrations, and compiled 
records of their affiliations, for the Hartford 
police. 

Mr O'Neill ordered an investigation by 
the state's top lawmen (but has been at- 
tacked by his leading Republican opponent 
for not bringing in outsiders). Their report, 
released last month, found that the state po- 
lice began taping calls in 1974 and, despite 
complaints from various groups, formally 
authorised the practice in 1986. 

Defence lawyers who suspect that a pre- 
trial conversation with a client may have 
been recorded are seeking to overturn sub- 
sequent convictions. Connecticut lawyers 
have got together to file a class-action suit in 
federal court seeking damages for civil-rights 
violations. A lot of money is involved: under 
federal law the fine for intentionally taping a 
telephone call without the knowledge of ei- 
ther party can be $10,000 for each offence. 
And civil-rights organisations have sounded 
a national alarm, calling for a congressional 
investigation to find out how widespread 
the practice is. A House subcommittee starts 
the process this month. 

E 





Cities 
When graffiti are 
a sign of hope 


BENTON HARBOUR 


I5 to be the city at the top of those 
surveys that rank places in order of de- 
sirability. Seattle is one of the favourites. 
But what about the cities at the bottom? 
Benton Harbour, Michigan, is one such: it 
was picked as the least desirable place to live 
in America by Money magazine. 

Benton Harbour, it must be admitted, is 
unappealing. Its streets are boarded-up, its 
buildings decayed and crumbling, its traffic 
minimal. The metropolitan area has 75,000 
people, but only about 12,000, 9096 of them 
black, now live in the city itself. School 
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drop-out rates are high; drugs are rife. Un- 
employment is over 30%, and in some wards 
it is twice as high. 

Twenty years ago Benton Harbour w: 
thriving, thanks to a busy metal-bashing it- 
dustry that attracted low-skilled job-hunt- 
ers. Demand slumped in the 1970s and the 
metal foundries closed. New shopping cen- 
tres in the suburbs bankrupted high-street 
retailers. Two-thirds of the workforce was 
suddenly out of a job. Neighbouring areas 
did all right. But they largely wrote off black 
Benton Harbour, with its intractable inner- 
city problems—and its strident government. 

Locals say that 1985 was the nadir. 
Since then two things have happened. One 
is a turnround at City Hall. The current 
mayor, Mr Bill Wolf, a University of Chi- 
cago graduate, took office in late 1987. He is 
the city's first white mayor in 16 years. He 
brought in as city manager a black graduate 
from Harvard Business School, Mr Steve 
Manning. Together, Mr Wolf and Mr Man- 
ning have cleaned things up, improved mo- 
rale and cut the budget deficit. 

Second, a private Community Eco- 
nomic Development Corporation (CED) 
was established 18 months ago. Mr Dick 
Whitwam, president of the area’s biggest 
employer, Whirlpool Corporation, decided 
that it was a mistake to ignore the city’s 
problems and offered $5m to set up the 
CEDC provided it was matched by locally 
raised cash. 

The city owns one-fifth of the housing 
stock; two-thirds of the rest belongs to ab- 
sentee landlords. Once there was street after 
street of decaying slums. Now, tougher stan- 
dards to qualify for tenant subsidies, and a 
push for home ownership, are gradually im- 
proving the condition of the houses. A re- 
cent call for a volunteer weekend of painting 
house fronts brought out 700 people. 

Several new businesses have arrived, at- 
tracted by low property prices, cheap labour 
and the tax breaks of Benton Harbour's en- 
terprise zone—the only one in Michigan. 
Employment is growing, slowly. The CEDC 
has improved the harbour and the water- 
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front and boasts of the advantages of trans- 
port across Lake Michigan (perhaps because 
air links are so bad). 

Will this effort succeed in turning things 
around? Residents detect one or two good 
signs: the reappearance of graffiti, the fact 
that you can now get a parking ticket in the 
main street. Are these really good signs? Yes, 
if you are living in a city that has been at the 
bottom of the league. 





California 


Paying more for 
petrol? 


SAN FRANCISCO 


ŞE for nearly ten years by a re- 
quirement that its spending may in- 

ease only in proportion to population 
owth and inflation, California's govern- 
ment is now trying to wriggle free. At a pri- 
mary election next June voters will be asked 
to allow the state to loosen the rules a bit 
and to raise its petrol tax so that it can em- 
bark on a $18.5 billion programme to im- 
prove its roads and railways. It is just possi- 
ble that the state's traffic congestion is awful 
enough to loosen the tight fists of its 
taxpayers. 

The state’s spending problems began in 
the early 1980s, when voters approved a bal- 
lot proposition named after its sponsor, the 
late Paul Gann. So rigid were the limits on 
spending that California has had to juggle 
programmes to finance prison expansion, 
health care, AIDS relief, environmental 
needs and so on. The new suggestion, part 
of a package of changes to make spending 
restrictions more flexible, is that petrol-tax 
revenues should be taken outside the scope 
of the Gann restrictions altogether. 

Voters, who at present pay a state tax of 





One way to cut the smog 
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nine cents a gallon, will be asked to double it 
over the next five years: five cents would be 
added in the first year, one cent in each of 
the subsequent years. The new revenues, 
plus a bigger fee for road haulage, would be 
used to modernise the roads and to provide 
better bus and city-railway services. And a 
$3 billion bond issue would restore railway 
links between certain cities. 

California’s transport is so palpably in 
need of help that support for the petrol-tax 
proposal is coming from all quarters. The 
state’s Republican governor, Mr George 
Deukmejian, and its Democratic legislature 
are both backing it. Environmentalists hope 
for an improvement in the air quality. The 
construction industry likes the profits that 
would flow from modernising highways and 
building new ones. 

Other businesses are also favouring an 
increased petrol tax, partly because they pre- 
fer it to another idea being floated by con- 
sumer activists: a doubling of business-prop- 
erty taxes. The only big organisation to 
come out against the proposal so far is the 
California Teachers’ Association, which 
fears that road-building might nibble away 
at the money they have won for education. 

The voters’ views are less clear. A poll 
taken by the Los Angeles Times immedi- 
ately after the San Francisco earthquake on 
October 17th asked Californians if they 
would accept an extra petrol tax to pay for 
earthquake repairs: a resounding two-thirds 
said “по”. The objection to the petrol tax 
was compounded by people saying that they 
would accept a temporary increase in sales 
tax instead (which is what the legislature ac- 
tually imposed). 

Mr Mervin Field’s California Poll drew 
quite different results. Using some of the 
wording that will appear on next June's bal- 
lot, people were asked whether they would 
accept a petroltax increase to finance a 
"statewide trafficccongestion relief pro- 
gramme". When they were asked this last 





July, their answers were evenly split: 4796 
said "no", 44% "yes". But a more recent 
sampling, published last month, show ed. 
55% in favour and 35% against 3 

The people who vote in California tend 
to be over 50, well-off, and white. The big 
question is whether the state's traffic jams 
are so horrid that they will overcome peo- 
ple’s natural opposition to tax increases. 
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Christmas trees 


Seasonally 
adjusted 


SEATTLE 


HE Christmas tree—whether dressed in 
designer-label ribbons and bows or 
laden with blinking lights and enough 
aluminium tinsel to jam the radar at O'Hare 
airport—is a seasonal monument to family 
togetherness and gift-grubbing greed. It is 
also the lynchpin of a $1 billion industry. 
Despite ups and downs in the economy, 
America's Christmas-tree farmers enjoy- 
steady, if unexciting, growth. Annual sales 
generally increase by about 2.596. This year _ 
more than 35m commercially grown trees _ 
will find their way into American homes— - 
at an average retail price of $30 a tree. Ore 
gon, the leading tree-growing state, will supe 
ply some 7.5m trees. Most of them will go to. 
California in what Oregonians regard as an 
unfair swap for the hordes of Californians 
now heading north. Michigan, the second- 
largest grower, will supply 6.5m trees; Wis- 
consin 4.8m; Washington 3.5m. 
Christmas-tree farming is hard work. 
During the 11-month off-season the trees 
must be watered, fertilised, sprayed for in- 
sects and fungi, pruned, weeded and 
shaped. A six-foot tree that will earn a 
grower $10 wholesale needs up to seven 
years of nurturing before it is marketable. 
Researchers at Oregon and Washi 
state universities have spent years looking 
for ways to grow a better tree. In one study a 
tree grower in Salem, Oregon, has planted — 
15,000 trees bred from selected root cutting: 
in an effort to reduce the random result 
that come from wild, genetically dive: 
seeds. British tree-growers are among those 
expressing interest in such tests; in addition — 
to the Norway spruce, Britain now grows the 
slender-branched Noble fir imported from 
North America. ^ 
Christmas trees turn up all over the _ 
place. One Oregon grower rents 50 refriger- 
ated shipping containers to send his trees to 
Hawaii, where they are sheltered under tents 
until sold. In Phoenix trees shipped from - 
the damp north-west are stored under wet 
burlap or with their cut ends in bowls of wa- 
ter. Despite such efforts, only one-third of 
American households buy a natural tree. 
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Synthetic trees find their way 
into more than 40% of Ameri- 
can homes, while 22% do with- 
out either. 

For most city-dwellers, 
buying the real thing means 
KA choosing it from a fellow sit- 
ting in a plywood shed in a car 
park, chewing a cigar butt. Peo- 
ple in tree-growing states have 
two other options. Some 5,000 
tree farms sell directly to cus- 
tomers who drive to the farm to cut their 
own tree. Many of these "U-cur" farms en- 
hance the holiday feeling by offering hot ci- 
der and dressing a farm employee as Father 
Christmas. A few hardy souls also venture 
to the forests themselves. Each year the fed- 
eral Forest Service issues thousands of per- 
mits for cutting trees on federal lands. 

Some meanies engage in tree-poaching. 
Canny foresters are fighting back by spray- 
ing trees, or at least saying that they have 
sprayed trees, with a substance that smells 
foul once it reaches a warm living room. 
Monroe, Connecticut, a town with a tree- 
theft problem, reports that only four trees 
were taken last year from a 140-acre park. 
Before using the spray, it lost hundreds. 
— 





Water 


Drying up 


NO, SAID a Californian 
judge to Los Angeles on De- 
cember 6th, you may not 
have any more water from 
the streams that feed Mono 
Lake, a water cache in the 
high Sierra basin, until the 
extent of the lake’s natural replenishment, 
and the city’s water needs, are both reas- 
sessed next spring. Environmentalists 
chalked up a small victory in the American 
west’s ceaseless war between nature and 
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Before and after: how Los Angeles shrank the lake in 20 years 


man's need for water. 

The lake, nestling on the California-Ne- 
vada border just east of Yosemite National 
Park, is a scenic and ecological treasure. It is 
best known for its other-worldly limestone 
formations, called tufa towers, that stand 
along a dramatic strip of alkaline-encrusted 
shore, drawing thousands of 
tourists each year. Thanks to 
its abundant algae it is also 
host to some 281 species of 
bird—including California 
gulls, red-necked phalaropes, 
Wilson's phalaropes, eared 
grebes, and snowy plovers. 
Some of them nest, secure 
from coyote predators, on 
the lake's tiny islands. Others 
use it as a stop-over on their 
migration between Canada 
and South America. 

For the city of Los Ange- 
les, the area serves another 
purpose. Since 1941 the city 
has diverted water from four 
of the five main streams feed- 
ing the lake, receiving about 
1796 of its water from them. 
The diversions have caused 
the water level in the lake to 
fall 41.5 feet (exposing, ironically, more 
tourist-attracting tufa towers). As a result, 
its volume has been halved and its salinity 
doubled. This has set off a dispute between 
the Los Angeles Department of Water and 
Power (LADWP) and conservationists who 
charge that the lake’s ecosystem is being de- 
stroyed. Some reports suggest that, if the wa- 
ter continues to be diverted at its present 
rate, the ecosystem will collapse early in the 
next century. 

The court decision—upholding an ear- 
lier injunction against diverting any more 
water until March 31 1990—draws on a 
1983 ruling by the California Supreme 
Court that the state must balance nature 
conservancy with the water needs of Los 
Angeles. Environmentalists have filed a host 
of lawsuits trying to stop or limit the Mono 
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Lake diversions; policymakers in Los Ange- 
les, as elsewhere in the arid west, argue that 
they have little choice but to take the water. 

Recently the two sides have moved a lit- 
tle closer to each other. A year ago the city 
conceded publicly that the lake is a special 
area that must be preserved. And in Sep- 
tember California's state gov- 
ernment said that, if Los An- 
geles could reach а 
compromise by January 1994, 
it would give the city up to 
$60m to reduce its depen- 
dency on the water diverted 
from the lake. The state Wa- 
ter Resources Control Board 
is re-evaluating the licence 
that allows Los Angeles to di- 
vert the water; not by chance, 
it will report its decision 
around January 1994. 

City officials are not sure 
about the offer. They say th 
$60m will not come close w 
meeting the needs of the 
city’s 3m people. They have a 
point: new sources of water 
are scarce and expensive. 
The Mono Lake water costs 
Los Angeles about $70 an 
acre-foot; water from California’s Central 
Valley costs $250 an acre-foot. Desalinating 
ocean water is about $2,000 an acre-foot. 
Even with strict conservation programmes, 
the LADWP reckons it will take billions of 
dollars over the next 50 years to replace the 
Mono Lake water. 

Whatever the results of the delibera- 
tions—and some hope that the federal gov- 
ernment will step in—it seems certain that 
Los Angeles will eventually have to do with 
less Mono Lake water. LADWP’s senior wild- 
life-management specialist predicts that the 
new licence, when it comes, will halve the 
city's current 100,000 acre-feet allotmep* 
The reason: nobody knows what it will ta 
to push the lake beyond the point of no re- 
turn. And nobody wants to find out. 
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OUTLOOK FOR A NEW DECADE 
APRIL 3-5, 1990, 
HOTEL MEZHDUNARODNAYA, MOSCOW 


Business International, in cooperation with the 
Soviet Chamber of Commerce and Industry, is 
pleased to announce a special conference in 
Moscow to help companies deal with the 
complexities of the rapidly changing Soviet Market. 
Senior Soviet bankers, economists and trade 
officials, as well as leading Western business 
executives, will be speaking at the conference on: 


* How do the latest reforms affect day-to-day 
business? 


ж What role will the republics play in foreign 
trade? 


* What are the best means of contacting 
Soviet buyers? How to organise direct mail, 
advertising, exhibitions? 


* What's the outlook for foreign trade? 


* What practical lessons have been learned 
from joint venture operations? 


* What do changes in the Soviet banking 
system mean for Western bankers and 
finance directors? 


A panel format will be used throughout the 
conference to provide participating companies with 
an opportunity for direct questions. Emphasis will 
be placed on an exchange of business views and 
examination of concrete issues facing companies. 





PROGRAMME 


TUESDAY, 3 APRIL 1990 
Registration 


WEDNESDAY, 4 APRIL 1990 
SESSION I: Soviet business priorities for a new 
decade 
SESSION II: Latest reforms of Soviet foreign 
trade 
SESSION III: Doing business with organizations 
on the territory of individual Soviet republics 
SESSION IV: Promoting sales by contacting 
Soviet buyers 


THURSDAY, 5 APRIL 1990 
SESSION V: Latest trends in Soviet foreign trade 
finance 
SESSION VI & VII: Latest trends in joint ventures 
(JV's) with Soviet organizations: Lessons learned 
SESSION VIII: Looking to the future: 
A concluding panel of business executives 


Hotel Accommodation and Visa Support 
Business International has secured a block roon 
booking in the Hotel Mezhdunarodnaya, Moscow 
from Sunday, April 1 to Sunday April 8, 1990 
Conference participants requiring hotel bookings 
for all or portions of this period will receive a 
confirmation from Business International. A visa 
support questionnaire will be included for 
participants which must be returned to BI to secure 
the necessary Soviet visa invitation 


The attendance fee is £1,100, US$1,800, SFr2.900 
(including refreshments and scheduled meals but 
not hotel fees, non-scheduled meals and 
transportation costs). 


For further information please contact Julia Mart, Conference Unit 
Business International Ltd., 40 Duke Street, London W1A 1DW. Tel: 01-493 6711. Fax: 01 -491 2107. Telex: 266353 
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` This AutoCAD comes complete with: With this AutoCAD, you get: 


Fines and imprisonment The latest technology 
| Computer viruses Direct technical support and training 
Guaranteed downtime Timely low-cost upgrades 


| Which AutoCAD’ 
Does Your Company Depend On? 


AutoCAD is the world’s most widely-used CAD 
program for desktop computers. But if your people 
are depending on an illegal version, they're putting 
you, your company, and your critical projects at risk. 
An authorized version of AutoCAD pays for itself 
many times over—let us show you how. Call your 
Authorized Autodesk Distributor and ask about our 
full range of services, including volume discount 
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Changing the script in 


Central America 


FROM OUR CENTRAL AMERICA CORRESPONDENT 


AS the world turned upside down, or is 
it being taken for a ride? A summit of 
five Central American presidents ended in 
Costa Rica's capital, San Jose, in the early 
hours of December 12th, after more than 30 
hours of secretive dealings. The apparent 
outcome was that the Sandinist government 
of Nicaragua, represented by its chief, Mr 
aniel Ortega, had abandoned its old allies 
us El Salvador's Farabundo Marti National 
Liberation Front (FMLN). The Nicaraguans 
took up with new friends—the democrati- 
cally elected heads of their neighbouring 
Central American states. 

If the Nicaraguans are genuinely con- 
verted—and that is by no means proven—it 
could mark the end of three unhappy de- 
cades in which the United States has warily 
kept an eye on Communist-backed insur- 
gencies at its back door. Circumstances jus- 
tified that suspicion right up to the start of 
the Central American summit, on Decem- 
ber 10th. Russia was sending arms to the 
Cubans, who were sending weapons to the 
Nicaraguans, who were sending guns to the 
FMLN, who were fighting the American- 
backed and democratically-elected (though 
unsavoury) government of El Salvador. 

When President Bush met Mr Gorba- 
chev in Malta earlier this month, the Ameri- 
cans asked the Russians to stop the flow of 





Peace-loving presidents 
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weapons to Central America. At the San 
Jose meeting, officials from the United 
States were as usual present in the wings. So, 
for the first time at one of these Central 
American get-togethers, was a delegation 
from the foreign ministry in Moscow, who 
had words with their Nicaraguan friends. 

At the same time Mr Fidel Castro was 
getting—and replying to—messages from 
Moscow. In a furious speech on December 
7th he denounced those in the Soviet 
Union who have indulged in the “system- 
atic destruction of socialist values" by per- 
mitting dangerous publications, which he 
bans in Cuba. Mr Castro said: “Ultimately, 
they are asking that the USSR joins in the 
Yankee blockade against Cuba." That does 
not sound like a man who is confident of his 
next arms shipment. 

Now consider President Ortega’s 
change of tone in San Jose. Arriving to meet 
his fellow-presidents he described the gov- 
ernment in El Salvador as little more than a 
bunch of genocidal assassins. At the end of 
the meeting he signed a document that gave 
the Salvadoran president, Mr Alfredo 
Cristiani, full backing and referred to his 
government as “born out of a democratic 
and pluralistic process”. The presidents’ ac- 
cord called on the FMLN unilaterally to stop 
the fighting and talk with the government. 


ts fierce of 
last month, 


It implied that the FMLN, with 
tensive against the government 





was guilty of terrorist attacks on innocent 
civilians. 
The presidents went call for 


demobilisation of the FMLN, putting them 
on the same footing as the American-backed 
Nicaraguan contra rebels, whose dissolution 
the presidents have long sought. As for El 
Salvador's local difficulties, such as unlawful 
killings (of, among others, priests) by mili- 
tary and right-wing gangs, suspension of 
civil liberties and repressive “anti-terrorist” 
laws, the statement said not a 
"Cristiani got off scot free," said an old 
hand at these gatherings. "It was like chere 
was a page missing from the document." 

Until the Salvadoran guerrillas started 
their astonishingly successful rampage, dis- 
mantling the contras was to have been the 
centrepiece of the meeting. They took their 
hammering with variations. The presidents, 
as expected, agreed to ask the United States 
to stop sending “humanitarian” aid to the 
contras. They now want the money to go 
into a disarmament programme supervised 
by the United Nations. The Sandinists hap- 
pily but unconvincingly say this means a 
"virtual guarantee" that the contras will §- 
nally disappear. 

The horrified FMLN rejected the accord 
“with indignation"'. Most of the rage was di- 
rected at the Sandinist government, for 
making concessions in order to save itself 
from “ап extreme political and military cri- 
sis and international isolation, in exchange 
for a new promise to demobilise the Nicara- 
guan contras". Mr Ortega was impenitent. 
Was he bluffing, and his signature a cynical 
act that makes the agreement w rth noth- 
ing? Or did outsiders | under the 
gun? 

His climb-down was probably a bit of 
both. Mr Ortega was certainly castigated by 
the other four presidents for supplying 
weapons to the FMLN, including a shipment 
of SAM-7 anti-aircraft missiles. (His spokes- 
men insist they were not Russian; in fact 
they were Czech.) But the Sandinists these 
days have bigger fish to fry than the FMLN. 
They are less than ten weeks away from an 
election, which will provide the people's ver- 
dict on their ten years in power. The appa- 
ratus of international supervision is by now 
too solid to allow much fixing of the election 
to go unnoticed. Their neighbours await the 
outcome with bated breath. 

The Sandinists would do far better at 
the election if they could only show the war- 
weary voters a definite end to the contra 
war. Better relations with the United States 
would be a winning card. How could they 
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improve them? 
` The Sandinists may think they have the 
makings of a deal: they keep out of El Salva- 
dor, the contras disband, and the United 
- States starts smiling. That may look less of a 
` bargain in Washington, where Mr Bush still 
- says he wants to keep the contras around at 
` least until after the Nicaraguan elections. 
` But if the Sandinists stopped supporting the 
Salvadoran guerrillas, thus doing a favour to 


Mr Cristiani and his North American back- 
ers, they might feel entitled to claim a re- 


ward from Mr Bush—while not letting it be 


forgotten that they could make things hot- 
ter for him in El Salvador and thus harder 
for him in Washington. 

Not for the first time, the Central 
Americans may find that the decisions that 
matter are taken not by them but by great 
powers far away. Yet without the efforts of 
the region’s presidents, and above all of 
President Oscar Arias of tiny Costa Rica, 
there would have been nowhere for either 
the Soviet Union or the United States to ap- 
ply pressure for peace—provided, of course, 
that this is what they are really doing. 
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Zimbabwe 
Party poopers 
| prom OUR AFRICA CORRESPONDENT 


Y^XENTING Zimbabwe's ruling ZANU 
BA party is no easy task. The seven-month- 
old Zimbabwe Unity Movement had 
‘booked a stadium in the mining town of 
- Bindura six weeks in advance. On the eve of 
the intended rally the ZANU town council 
claimed a football match had been booked 
"instead; next day no footballers 
materialised, but the stadium key had been 
mislaid. When the gates eventually opened, 
the entire crowd was shaded by a single tree. 
Bindura's shops and flats are mostly owned 
by the armed forces’ commander-in-chief. 
dent locals share his loyalty to the ruling 
arty, publicly at least. 

With that kind of pluralism, some 
babweans wonder why their leaders feel 
they should “seek to establish a one-party 
state". That is the wording of ZANU's draft 
‘constitution, published a week before the 
opening of its five-yearly congress on De- 

cember 18th. The system's supporters claim 
they want different opinions to be voiced 
within a single party, rather than risk the 
disruption that oppositions sometimes 
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bring. Its detractors say the party chiefs hate 
criticism, within the party or without. 

Zimbabwe’s politicians learnt their 
trade while fighting white Rhodesia. The 
war demanded discipline and unity—never 
really achieved—not pluralist debate. These 
days the party elders regard criticism as un- 
grateful as well as unhelpful, especially when 
it comes from people who played no part in 
the struggle against white rule. In September 
President Robert Mugabe spoke approv- 
ingly of China’s cultural revolution, which 
(besides killing thousands of Chinese) 
taught youngsters to respect their fathers’ 
revolutionary sacrifices. A month later he 
put a stop to student protests by closing the 
country's only university. 

The big decisions in Zimbabwe are 
made at party gatherings rather than gov- 
ernment ones. The party Politburo is more 
influential than the cabinet; the party con- 
gress is as important as a general election. At 
the last congress, in 1984, Mr Mugabe toler- 
ated robust debate. The 4,800 delegates in 
Harare’s Sheraton Hotel this month may 
find personal views discouraged. 

In 1984 the congress elected the party's 
Central Committee; this time it is to be 
nominated. The more powerful Politburo 
will also be appointed, by Mr Mugabe him- 
self. The main congress follows that of the 


ZANU women's league, at which none other 
than Mr Mugabe's wife was appointed chief. 
By way of protest, her predecessor and main 
rival left the meeting to change her clothes: 
her discarded outfit, like many delegates’, 
had the president's face printed on it. 

Some hope Mr Mugabe will use his new 
powers to surround himself with better 
managers. A few of his colleagues have been 
shown to be corrupt; others, though honest, 
run their ministries badly, not least because 
they hold several other jobs. Mr Mugabe ap- 
pears to take the need for better manage- 
ment seriously. He has created a new office 
to cut through the bureaucratic delays that 
deter all but the most patient foreign compa- 
nies from investing in Zimbabwe. He has 
sounded out some senior businessmen 
about cabinet jobs. Yet he seems unwilling 
to sack anyone. His draft party constitution 
provides for an enlarged Politburo and Сеп“ 
tral Committee, offering jobs all round. 

If the president were planning a shuffle 
the party congress would be the time t- . 
start. It is supposed to complete the absorp- 
tion of ZAPU, ZANU's former rival party, 
which speaks for most of the 1! m Ndebele 
people of Zimbabwe's west and south. ZAPU 
is demanding senior posts in the new party, 
and has talented people to fill them. Besides 
worrying about management, Mr Mugabe 
has to think about balancing Zimbabwe's 
various tribes. That means not just the 
Ndebele; the president is just as nervous 
about disgruntled clans among the Shona 
peoples who account for almost all the re- 
maining 7m Zimbabweans. He has already 
lost support among the Manica people who 
form the backbone of the Zimbabwe Unity 
Movement. In October there were rumours 
that another new party might be founded by 
the Karanga, the biggest Shona clan, who 
complain that ZANU is dominated by Mr 
Mugabe's Zezeru people. 

Nobody expects Mr Mugabe to lose his 
grip, but his insecurity is visible. His home 
protected with rolls of barbed wire, his car 
with blaring outriders. All over the country 
“men from the president's office"—as se- 
cret policemen describe themselves—pop 
up to ask strangers who they are. At least 
they are friendly. The organiser of that op- 
position rally in Bindura says he plays darts 
with the people who might soon arrest him. 





Zambia 


A cannier Kaunda 


FROM OUR AFRICA CORRESPONDENT LUSAKA 


Y HIS own reckoning, Zambia’s Presi- 
dent Kenneth Kaunda is doing the 
undoable. In 1987 food riots persuaded him 
that to follow the advice of the International 
Monetary Fund was politically impossible. 
After two years without the IMF, the presi- 
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diary costs remarkably little. No- 
one could call it ‘conspicuous 
consumption? 

Its compact elegance is as slim 
as the price. It doesn’t give away 
its presence by affecting the line 
of your suit. 

But when you need to consult 
its information-packed pages 
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remarkably eloquent about the 
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“TBM helped us 


switch computer 
systems over a 
single weekend 


— — Benny Tan 
Director, Finance/ Administration 
Peerless Foods, Singapore Pte. Ltd. 


No company looks forward to changing 
computer systems. But Peerless Foods 
Singapore Limited had to find a new 
solution. Their old computer was fine in 
1979 when they were only making nuts, 
potato chips and other snack foods. But soon 
they were distributing many more brands, 
including Nabisco, Del Monte and Planters. 
Peerless decided to go with IBM. 


Because incoming orders never stop, Peerless 
Foods wanted to make the difficult transition 
over a single weekend. Their IBM remarketer 
came up with a solution: custom-designed 
software to convert their old order data into 
the new format. Together, they rehearsed the 
changeover procedure several weekends in a 
row. 


On the day, the transition went like 
clockwork. Computer operators at Peerless 
Foods were working at their new IBM 
terminals on Monday morning without an 
order lost. Today, Peerless continues to grow. 
And they have a computer that can grow 
with them. 
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dent seems even less well placed to impose 
economic austerity. Zambia's burden of 
debt has grown heavier; the people of its 
slums, having seen off one reform offensive, 
have presumably acquired a taste for rioting. 
Yet Mr Kaunda is now a year into a stiff eco- 
nomic-reform programme. 

For the time being, demonstrations 
seem merely to strengthen the government's 
resolve. re devaluing the kwacha last 
June, Mr Kaunda put his policemen on alert, 
and they snapped up stone-throwing dem- 
onstrators. Last month the students at Lu- 
saka university broke into the canteen, 
which was their way of saying they could not 
afford the meals there: Mr Kaunda closed 
the university. The protests spread to the 
country's second university, in the copper- 
belt where riots were most violent in 1987. 
Far from caving in, the government plans to 
make the students pay for the damage they 
caused. 

In part, Mr Kaunda's new determina- 
«on reflects dire need. He has discovered 
that matters are not improved by snubbing 
foreign lenders. And the mF has learned 
flexibility too. The Fund did not devise Mr 
Kaunda's reforms, but gave them its blessing 
in September. The reforms show a healthy 
respect for the art of the possible. 

ia has done little so far to slim 
down its billed public sector, for fear of ri- 
ots among state employees. In 1985 the 
Fund encouraged weekly foreign exchange 
auctions. Pre-auction, it took 2.2 kwacha to 
buy a dollar; within a year and a half it took 
21 kwacha. This time Mr Kaunda is taking a 
more cautious tack. Having announced de- 
valuations in November and June which to- 
gether cut the kwacha's value by half, he is 
now devaluing by 196 or so each week. The 
official press is keeping tactfully quiet about 
it. 

Zambia imports most of the contents of 
its shops, so devaluation hurts consumers. 

o do cuts in subsidies; last time round the 
toudest complaints were about the lifting of 
a subsidy on maize, the staple food. So this 
time Mr Kaunda is moving bit by bit. In Jan- 
uary, when maize prices were trebled, the 
government began to give out food coupons 
to anyone prepared to queue for them; for a 
few families, maize actually became cheaper. 
After six months the coupons were re- 
stricted to those earning less than 20,500 
kwacha ($1,300) a year. The government 
plans to remove all subsidies by 1993, but 
has not told its people. 

They are finding out for themselves. 
Prices are rising more than twice as fast as 
wages; schooling, which used to be free, 
must now be paid for. In most poor coun- 
tries such austerity is tolerated on two condi- 
tions. Things must be desperate enough for 
people to accept desperate solutions: Bolivia 

Ghana both hit rock-bottom before be- 
coming the IMF's star pupils. Second, politi- 
cians must lead by example. If these condi- 
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tions hold for Zambia, there may be bigger 
riots to come. 

The economy has not quite collapsed. 
Inflation has risen to more than 10096 a 
year—high, but not hyper. Thanks to rea- 
sonable prices for copper, which makes up 
more than 9096 of Zambia's exports, the 
economy managed growth of 396 last year. 
Some senior government people are lining 
their pockets. The state-owned mining com- 
pany is importing at least 1,600 brand-new 
Japanese vehicles—some say three times 
that many—for distribution to the high and 
mighty ("rationalisation", President 
Kaunda calls it). Meanwhile food rots in the 
villages for want of lorries to take it to the 
markets, and the average Zambian waits 
hours for a dilapidated bus. 

On the other hand, Mr Kaunda has the 


advantage of job security. His secret police- 
men claim to have snuffed out a coup plot 7 
last year, but nobody talks seriously of an 
army takeover. Critical civilians are silenced E 


by force or, more often, promotion: 


chairman of the miners' union, detained in^ 
1981, is now a member of the ruling party's 


central committee. 


Through all this, Mr Kaunda has appar 
ently preserved his popularity. He allow 
enough criticism in parliament and the press. 












for his rule not to seem unduly authoritar- — 


ian. At times he appears to believe he rules _ 
by something approaching divine right; but- 
he also manages moments of endearing hue — 
mility. At diplomatic dinners he gets up to — 
pour the coffee for his guests. At e 


birthday party, one of the entertain 


involved an actor imitating the president's _ 





Of bats and dogs 






WO species of wildlife may be close 

to extinction on a small group of is- 
lands in the Indian Ocean. The Living- 
stone fruit bat, Pteropus livingstonii, a 
native of the Comoro islands, would be 
mourned by naturalists everywhere. lt is 
probably the world’s largest and rarest 
vegetarian bat. Perhaps only 60 of these 
accomplished long-distance gliders 
(wingspan, one metre) remain. They feed 
on the flowers and fruits of the forest, are 
powdery black in colour and have a whit- 
ish belly with the odd patch of orange 
hair on their shoulder-blades. 

The passing of the other species 
would not sadden most Comoro island- 
ers, nor the governments of France and 
South Africa, still less the Organisation 
of African Unity. Canis bellicosus 
denardii is also colourful, but not indige- 
nous to the islands. Its numbers stand at 
30 or so; they are French and Belgian 
mercenaries, under the command of “Le 
colonel" Bob Denard, and they have 
been running the Comoros since the kill- 
ing of President Abdallah on November 
26th. Few believe Mr Denard, who in 
1978 brought Abdallah back to power in 
a coup and has been calling the shots 
ever since, when he denies complicity in 
the president's murder 

Mr Denard's last stand is proving in- 
glorious. He and his sol- 
diers of fortune are un- 
loved, and outnumbered 
by a French naval force 
from the nearby French 
colony of Mayotte, where 
another 400 paratroopers 
await orders. France's 
President Francois Mit- 
terrand has ruled out the 
use of force Bona Mr 

















Denard says his prayers 


Denard's presidential guard. Its com- 
mander must be hoping that the French 
military presence will allow him and his 
men to make a discreet exit. He claims 
that the 400,000 Comoro islanders are 
one big family; bur leaflets circulating 
among them demand that the hated mer- 
cenaries should not be let go alive. 

South Africa had been financing the 
presidential guard from 1979 until 
Abdallah's murder. The men have 
served their purpose, which was to se- 
cure the islands as a base for the guerril- 
las sponsored by South Africa in Mo- 
zambique. They now embarrass their 
former paymasters. 

The mercenaries are packing their 
bags. They want com- 
pensation for their losses 
and an honourable depar- 
ture. In France Mr Denard 
may face prosecution for 
his part in an attack in Be- 
nin in 1977. Gallic prag. 
matism should find a bolt- 
hole for this exotic 
specimen of a rare breed, 
the African dog of war. 






















































abit of i interrupting his шол. ж tears. 
Kaunda had the grace to laugh. 

- During 25 years of independence, Mr 
aunda is the only ruler Zambians have 
nown, and few seem to’ conceive of life 
hout him. He is called wamyuyayaya, 
ning "he who goes on forever”. 


















































"AKE three arid countries, two shared 
‚ rivers, and rival plans to tap those rivers 
more water than they contain. The mix- 
ге bubbles. Imagine next that the country 
rolling the headwaters of both rivers de- 
to. halt the. flow of one of them to its 
1 therl y. neighbours. The mixture starts to 
This is now happening along the river 
uphrates, where civilisation began. 

"In early December Turkey shocked its 
downstream neighbours, Syria and Iraq, by 
nouncing that it would hold back the flow 
he Euphrates for one month from Janu- 
y 13th, to start filling the reservoir behind 
; newly built Ataturk dam (see map). To be 
‘the Turks offered to compensate by 
sting the river’s flow to Syria until then. 
ther Syria nor Iraq has commented off- 

y: Legally, it seems, there is nothing they 
o about it. 
egally, they may seek ways to punish 
key. Syria provides sanctuary to the 
rillas of the extremist Kurdish Workers’ 
(PKK), whose independence campaign 
nst the Turkish government has claimed 
000 lives. Its leader, Mr Abdallah Ocalan, 
n Damascus, as do assorted anti-Turk- 
tmenian terrorists (though the Syrians 
y it). The Turks have accused the Iraqis, 
2, of sheltering the PKK, and think its re- 
t attacks in Turkey are linked to the Eu- 
es dispute. In October Мг Turgut 
1, then Turkey's prime minister and now 
president, threatened to hold back Eu- 
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phrates water a the PKK was turbet 

The Syrians and Iraqis have a real griev- 
ance. They think the Turks have no more 
right to Euphrates water than they have, 
and are simply seizing what they want, and 
that is the lion's share. The Ataturk reser- 
voir, when full, will hold four times the an- 
nual flow of the Euphrates. It is only one ele- 
ment of Turkey's $21 billion Great Anatolia 
Project (САР), which involves no fewer than 
21 big dams on the Euphrates and Tigris by 
the end of the century. Mr Ozal, a former 
water engineer, has long nourished the 
dream of irrigating his country’s six arid 
south-eastern provinces, turning them into 
the breadbasket of the Middle East. 

If impecunious Turkey can find the cash 
to complete the scheme, the amount of Eu- 
phrates water flowing into Syria would fall 
from 32 billion cubic metres in an average 
year to 20 billion, and in poor years the flow 
can be half the average. The Turkish plans 
will reduce water quality; water used for irri- 
gation may carry salts, fertilisers and pesti- 
cides back into the river. 

Syria relies almost entirely on Euphrates 
water for drinking, irrigation and industry, 
and partly for electricity. Syrian towns al- 
ready suffer water and power cuts. Drought 
forced Syria (and Turkey) to import large 
amounts of wheat this year. With its popula- 
tion growing at 3.7% per year, Syria would 
be running short of water by the end of the 
century even without the Gap. With it, Syria 
faces a water catastrophe. 

Iraq has rather less to worry about. In an 
ordinary year the Euphrates carries about 30 
billion cubic metres of water into Iraq. Tur- 
key's GAP, and planned Syrian water 
projects, could cut this to 11 billion. Iraq 
says it needs 13 billion cubic metres of water 
from the Euphrates for its agriculture. But 
Iraq's big advantage over Syria is that it can 
top up the depleted Euphrates with Tigris 
water. A scheme completed last year allows 
watet from Lake Tharthar, north of Bagh- 
dad, to flow by canal to the Euphrates. Iraq's 
latest dams, including the Saddam and 
Bekme, are on the Tigris or its tributaries. 
In theory, the Trilateral Commission on 

the Euphrates is where the three 
states should sort out their water 
problems. But the commission meets 
rarely and talks mainly about techni- 
calities. In 1974 Iraq, arguing that 
Syria’s al-Thawra dam reduced the 
flow of the Euphrates, threatened to 
bomb the dam and massed troops 
along the frontier. 

Turkey has assured its neigh- 
bours that it will not "deprive an- 
other country of a vital resource". 
Yet its rejection of high-level talks on 
water-sharing has led the World Bank 
to withhold money for the Ga» 
scheme. President Ozal hates that. He 
used to work at the Bank. 











Argentina 
Cut again 


FROM OUR BUENOS AIRES COHRESPONDENT 


INCE at first he did not succeed, he is 

trying again. President Carlos Menem 
unveiled on December 10th a "correction" 
to the drastic economic reform he inaugu- 
rated when he took office in July. The presi- 
‘dent and his economy minister, Mr Nestor 
Rapanelli, thus acknowledged that their 
strategy has gone badly wrong. They may 
not have done enough to put it right. 

The chief symptom of Argentina’s sick- 
ness is inflation. Its cause is that the govern- 
ment spends much more than it receives 
and covers the gap by printing money, 
whose value therefore declines. Not surpris- 
ingly, Argentines prefer to deal in dollars. 






Menem, the smiling axeman 


The spectacular part of the correction was a 
devaluation of the official exchange rate of 
the austral. The rate "fixed" in July was 650 
australs to the dollar. The new rate is 1,000. 
But henceforth there will be two recognised 
exchange rates, one set by the government, 
the other by the market. The “free” rate has 
already slumped to more than 1,300 australs 
per dollar, indicating that nobody with seri- 
ous money believes the official rate can 
hold. 

As for the budget déficit, the main mea- 
sure introduced in July to reduce it was a stiff 
rise in the subsidised prices charged by pub- 
lic enterprises. This was supposed to bring 
in enough to cut the deficit, and inflation, to 
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Jo WATER BOARD 


` SYDNEY — BLUE MOUNTAINS — ILLAWARRA 


SEWAGE SLUDGE DISPOSAL 
EST FOR TENDERS 


ater Board aims to cease all oceanic d of 

judge as soon as possible, but not later than October, 

part of its environmental protection objectives. 

Jy, this request for tenders is concerned with 

environmentally sensitive and economically efficient 

of long-term sludge. disposal, with an emphasis on 
maximising reuse applications where poet ible. 

The Water Board is adopt 


being placed on a world-wide 

basis. еы which can be implemented. at the earliest 
ible date will be advantaged in the tender evaluation. 

should request a set of tender documents enclosing a 

fee of A$200. The closing date is 9.30 a.m. (Sydney time) 15 


- March, 1990, 


All enquiries, requests for tender documents, etc., should be 
directed in the first instance to: 
Mr. Peter Hope, Residuals Manager. 
Telephone: ISD 011 61 2 339 9252 or 011 61 2 339 9341 

STD callers (02) 339 9252 or (02) 339 9341 

ISD 011 61 2 332 3158 or 

His callers (02) 332 3158 

J. Lane, Supply Manager. 


THE NEW SOUTH WALES GOVERNMENT 
AMEE. Putting people first by managing better 


THE DAVID WATT 
MEMORIAL PR 


ае 


Following his tragic and untimely death in 
March 1987, The David Watt Memorial Prize was 
introduced in 1988 to commemorate his life and 
work. 

Organised, funded and administered by RTZ, 
the Memorial Prize is а tribute to a man widely 

regarded as one of the UK's outstanding Miet. 
thinkers and political commentators. 

Those eligible for the annual prize of £2,000 
are writers actively engaged in writi ng for news- 
papers and journals, ín the English language, on 
international and political matters. Their writings, 
in the opinion of an adjudicating panel, will have 
made outstanding contributions towards the 
clarification of international and political issuesand 
the promotion of greater understanding of such 
issues. 

The closing date for entries and nominations: 
is 19th March 1990, Full details and Entry Forms ~ 
are available from The Administrator, The David 
Watt Memorial Prize, RTZ Limited, 6 St james's: 
Square, London SW1Y 4LD. 


JAMES HARDIE INDUSTRIES LIMITED 


(INCORPORATED IN NEW SOUTH WALES, AUSTRALIA) 


James Hardie is a leading Australian based manufacturer in the building products and services 
sector with operations expanding throughout New Zealand and the United States of America. 


The highlights in performance for the six months to 30 September 1989 included: 
. © Operating Profit increased 30.3% to $A52.2 million 
е Earnings per share increased 23.5% to 18.4 cents 


е interim dividend increased from 9 cents to 10 cents per share (60% franked) 
and a 1-for-8 bonus issue 


• The Company has further consolidated its commitment to expansion of core operations 
through the acquisition of Humes PVC Pipes in Australia and Winstone Plastics in 
New Zealand 


Second half profit is expected to be up on the previous year. 


For further information please contact the Company Secretary, James Hardie industries Limited, 
65 York St, Sydney NSW 2000, Australia 
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zero by the end of the year. That has not 
happened. So the correction brings a fresh 
round of price increases. Inflation was 61/296 
in the month of November. Officials say it 
will be 20% in December; bankers think it 
will be much more than that. 

But even if government revenue in- 
creases (and with it the state's role in the 
economy, which Mr Menem says he wants 
to privatise), there is still the matter of gov- 
ernment spending. Little has been done to 
cut it. The state oil company has been told 
to stop developing some new wells. Other 
state agencies are supposed to have their 
budgets cut—but nobody is saying which 
ones, how or when. The government has 
suspended payment on its domestic bonds 
for two years, but insists it will try to pay its 
foreign debts; meanwhile it is increasing 
taxes on farm exports, so penalising the 
main foreign-currency earners. Pay rises for 
public-sector workers have been decreed, al- 


though the government says it believes in 


free collective bargaining. 

In November Mr Menem threatened to 
close railway lines if striking train drivers did 
not go back to work. Now he has withdrawn 
the dismissal notices sent to the drivers, and 
forsworn the lay-offs that the overmanned 
companies desperately need. Privatisation of 
the railways was to have been the symbol of 
the president's will to reform. Overmanned 
as they are, and lumbered with state job-con- 
servation schemes, only the rashest investor 
would buy them. Like the other state cor- 
porations, they are controlled by bureau- 
crats from Mr Menem's Peronist party, and 
staffed by Peronist trade unionists. The 
same goes for spending by the provinces, 
most of which have Peronist governments. 

Mr Menem has been much braver than 
seemed likely six months ago. But he has not 
yet beaten the party which got him elected, 
and which still hopes he will pursue the poli- 
cies that have ruined Argentina. 





. 
Мехісо 
Not bad at all 


HOSE who called Mexico's President 

Carlos Salinas de Gortari a dry little 
man when he was elected last year, and sus- 
pected he was not up to the job, did him an 
injustice. Mr Salinas has transformed the 
style of the Mexican presidency, and has 
made a start on the even harder task of 
cleaning up the long-ruling Institutional 
Revolutionary party (Pri), which has rigged 
Mexican elections for decades. 

Under Mr Salinas's guidance, the PRI 
now allows the opposition to win some state 
and local elections. The centre-right Na- 
tional Action party won the governor’s race 
in Baja California in July. At least three 
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Е. 
Solidly for solidarity 


more governorships could go to the opposi- 
tion, says a senior official of the ruling party. 
The PRI insists that it won 50 of the munici- 
palities in the state of Michoacan in the elec- 
tions there on December 3rd, but it let the 
left-wing Party of the Democratic Revolu- 
tion win 42, including the state capital. All 
parties signed a declaration that the election 
was clean. The official result in Guerrero 
state on the same day was, however, in the 
old style: the pri claimed 55 municipalities 
and gave the opposition only six. 

In each state the party has its own bosses 
and its own code of behaviour. All of them, 
however, have felt the effect of Mr Salinas. 
As presidential candidate he looked like a 
wooden technocrat who would be a weak 
leader in the grip of a corrupt party. His be- 
haviour in office has changed many sceptics’ 
minds. This intellectual young scion of Mex- 
ican politics—41 years old when he was 
elected, son of a cabinet minister, with a 
doctorate from Harvard—got an approval 
rating of 70% in a recent opinion poll, way 
above the 51% of the votes his party says he 
won last year. 

Most weeks, the president spends a cou- 
ple of days on tour outside Mexico City. In 
Martinez de la Torre, a small town in Vera- 
cruz state, wearing an open-necked shirt and 
casual leather jacket he watched a lemon- 
packing plant preparing its first shipment 
for France. Mr Salinas took careful notes as 
he listened to complaints and to farmers’ re- 
quests for government help. He seems at 
ease among crowds, and speaks off the cuff 
with growing confidence, which makes him 
a sharp contrast to his somewhat chilly 
predecessor, Mr Miguel de la Madrid. The 
crowds, which were cool during the presi- 
dential campaign, are pleased to see him 
now. He is helped by a new policy, cun- 
ningly called “solidarity”. This provides 
money and equipment directly to groups of 
people willing to help themselves—for ex- 
ample, to a village that provides the workers 





to build a rural road—and cuts out the ir 
tervening bureaucracy. 

On the wider scene, Mr Salinas is carry- 
ing on his predecessor's policy of opening 
up Mexico’s once-closed economy and slim- 
ming its swollen state sector. Tariffs are 
down to an average of under 12%. The bud- 
get, not counting debt servicing, is now in 
surplus. Inflation is down from 60% last 
year (at an annual rate) to less than 20%. 
The government says GDP will probably 
grow by 22% this year and 4% next year. 

Mr Salinas has thus pinched some of the 
best clothes of the National Action party. 
He has also undermined his main left-wing 
rival, Mr Cuauhtemoc Cardenas (who offi- 
cially won 30.7% of the vote in the presiden- 
tial election, but says he was cheated). The 
alliance Mr Cardenas took into the election 
has broken up, leaving him with only his 
own Party of the Democratic Revolution's 
49 seats in the 500-seat chamber of deputies. 

The comparison with what Mr Mikhail 
Gorbachev is doing in Russia may be to 
close for comfort. Although President Sal.- 
nas insists that he wants to “modernise 
Mexico", he is plainly not about to smash 
the system—the ruling party's links with la- 
bour, management, newspapers, television 
networks and tens of thousands of loyal of- 
fice-holders throughout the country. He 
says he wants to loosen things up and, like 
Mr Gorbachev, means it up to a point. The 
ruling party has started to hold primary elec- 
tions for state and local-government offices, 
instead of just nominating people for them. 

But the party, though not the force it 
was, is powerful: it has successfully chal- 
lenged government policy on two issues, 
dearer electricity and workers’ rights in a 
state-owned mine. And it still has too many 
bosses of the old kind, the “dinos”’, or dino- 
saurs. Mexico is being changed by Mr Sali- 
nas, not by his party. That could one day 
leave the president uncomfortably exposed. 
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Now for the Russian revolution 


FROM OUR MOSCOW CORRESPONDENT 


MPLAUSIBLE as it may sound, a multi- 

party democracy is emerging in the So- 
viet Union. It sounds implausible because 
Russian autocracy has been so tenacious 
and because the Communist party claims to 
be the one institution capable of holding the 
country together. But there’s the rub. The 
country is not holding together. The Com- 
nunist party's authority is being eroded at 
«he edges and undermined at the centre. As 
the masonry starts to fall, a new multi-party 
state is being assembled from the pieces. 

In the Baltic republics a de facto multi- 
party system already exists. Estonia has 
seven organisations that are political parties 
in all but name: the Popular Front, the 
Christian Democrats, the Independence 
League and so on. Lithuania has four. In 
both places the local Communists have al- 
ready said they are willing to give up their 
constitutional monopoly of power and take 
their chances in free elections. 

Last weekend local-government elec- 
tions were held in two of the three Baltic 
states, Estonia and Latvia. Though the rules 
forbade the new groups from standing as 
parties, candidates stood as individuals who 
had been endorsed by the groups (a subtle 
and meaningless distinction). Non-commu- 
nists won convincing victories. In Tallinn, 
the capital of Estonia, opposition parties 
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grouped themselves into an alliance that is 
likely to pick up about half the seats. In Lat- 
via the Popular Front won 6096 of the vote. 
As in Czechoslovakia and East Germany, 
bargaining between Communists and non- 
communists over the local coalition govern- 
ments has begun. 

In one other part of the Soviet Union 
the party's authority has collapsed. This is 
the turbulent TransCaucasus. Here the big- 
gest decisions are being made by the local 
Popular Fronts, sometimes over the objec- 
tions of the party, sometimes dragging it 
along with them. One example is the Arme- 
nian parliament's recent declaration, on the 
insistence of the Popular Front, of a United 
Armenian Republic embracing the nearby 
enclave of Nagorno-Karabakh in Azerbai- 
jan. This has brought Armenia into open 
conflict with the parliament in Moscow, 
which had decided that Nagorno-Karabakh 
should continue to be part of Azerbaijan. 

Even in Moscow there are elements of 
pluralism. Two non-communists sit in the 
central government (admittedly heading the 
junior ministries of ecology and culture). 
And in the Congress of People's Deputies, 
the country's supreme legislative authority, 
parliamentary factions are emerging. The in- 
ter-regional group of radical deputies repre- 
sents 400-500 Mrs and has its own agenda, 


including a demand to end the Communist: 
party's monopoly of power. Deputies from, 
the Baltic republics have set up their 
parliamentary group, which does deals 
deputies from Central Asia over bills about” 
economic autonomy 1 

If these are building-blocks of demoe 
racy, the keystone is the abolition of A 
Six. This is the article in the 1977 constitu 
tion that guarantees the Communist party a 
leading role in society. Radicals, rang 
from Mr Andrei Sakharov to coal mine 
from the Arctic circle, want to scrap Artick 
Six. Conservatives have launched a vigor 
ous defence of it. 

At a stormy Central Committee meer 
ing just before the Congress of Age [ 
Deputies opened on December 12th, local 
party leaders from all over the country 
joined forces to defend Article Six and 
communist values they think are being un- 
dermined by perestroika At one point, 
parently to silence his critics, Mr Gorba 
made a rhetorical offer to resign, an offer po- 
litical leaders can make once too often. In ar 
indication of a possible future split between _ 
Russia and the outlying republics, the eet- , 
ing decided to set up a new Politburo for the 
Russian republic (which hitherto has ot 
had its own party organisation). Althouy 
Mr Gorbachev had himself made head 
the new body and chose as secretary his for 
mer personal assistant (now editor of 
Pravda), Mr Ivan Frolov, the new Russian 
Politburo is dominated by conservatives 
the Leningrad party chief, Mr Bo 
Gidaspov, and the president of the Russiz 
parliament, Mr Vitaly Vorotnikov. 
want to keep Article Six. 

Mr Gorbachev managed to defuse pub- 
lic argument by almost forcing the Congress _ 
of People’s Deputies into avoiding a del 
on the question of the offending article (d 
spite Mr Gorbachev's heavy-handed tactics, 
the voté on whether to put the question on 
the agenda was fairly close: 1,138 agai 
839). One reason the Congress voted ¥ 
Mr Gorbachev is that many radicals see ti 
party as the only way of defending econon c 
reform from conservative opposition, One 
of the foremost reformers in the party is г 
Alexander Vladislavlev, a leading cam- 
paigner for private enterprise. He wants о 
keep Article Six—for the moment. 

Mr Gorbachev himself rarely speaks 
about the “leading role of the party”, and _ 
when he does he talks about it as necessary 

“at the current stage of perestroika". A com- 
mission has been set up to write a new con- - 
stitution. This will almost certainly scrap ^ 
Article Six. The question, therefore, is not ' 
whether the party will give up its constitue - 
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tional monopoly of power, but when. lt 
could happen by the end of next year. 
Timing is all. Many people in the party 
think that they will be able to win free elec- 
tions if they have enough time to rebuild the 
party from scratch. They look to the part of 
the country where this rebuilding work has 
gone furthest—the Far East. Here, thou- 


sands of miles from Moscow, almost the en- 


tire party apparatus has been replaced this 
year. Hence the self-confidence of the Far 
Eastern deputies in parliament. They are 
conservative on most economic issues and 
believe in the party's leading role. But they 
don’t want it enshrined in the constitution: 
they want to scrap Article Six. 

The same reasoning prevails in Lithua- 
nia, where the local party is to vote next 
week on whether to sever ties with its mas- 
ters in Moscow. This will present Mr Gorba- 
chev with a new crisis: he has insisted that 
the Soviet Communist party must be kept in 
one piece. The reason the Lithuanians want 
to break away is, ironically, to strengthen 
the party. If they can reform, they think, 
they can win seats. The most popular politi- 
cian in the republic is the party boss, Mr 


Algirdas Brazauskas. At the recent elections 
in Estonia and Latvia, radical party mem- 
bers did relatively well. But to reform, the 
Communists in the smaller republics reckon 
they must break with Moscow. 

The Communist party (or parties, if 
Lithuania breaks away) is therefore engaged 
in a race against time: it must reform itself 
before the first free elections are held after 
Article Six is scrapped. This is a formidable 
task. In the first partially-free elections in 
the Soviet Union for more than 70 years 
(those to the Congress of People’s Deputies 
last spring), the voters simply took revenge 
for past misconduct. 

And the party may yet face the same cri- 
sis of confidence that overwhelmed the 
Communists in Czechoslovakia and East 
Germany. Party membership is already fall- 
ing: by 600,000 between January and Au- 
gust this year (when total membership was 
18.9m). Worse, a recent opinion poll carried 
out for the party by the Academy of Social 
Sciences found that only 496 of party mem- 
bers believed the authority of the party was 
still high; 5096 said it was low; one-third said 
that the party was incapable of reform. 
— ы ЕЕ | 





The Germanies 
Danger zone 


FROM OUR BONN CORRESPONDENT 


IVE weeks after the cheering over the 
opening of the Berlin Wall, fears are 


` mounting that East Germany's bloodless 


revolution may spin out of control. It is hard 
to know who is more worried: the four war- 
time victors—America, Russia, Britain and 


ы France—who fear that an explosion in East 
` Germany could destabilise the whole of cen- 


tral Europe; Mr Hans Modrow, the East 
German prime minister, who is fighting to 
maintain his authority amid signs of grow- 


ing anarchy; or Mr Richard von Weizsäcker, 
" the West German president, who issued an 


urgent appeal for calm on December 13th. 
Mr von Weizsücker's call was made on 


` East German television (yet another "first" 


in these extraordinary times). But it was di- 
rected at West German politicians and the 
media too. The president fears they will in- 
flame passions on both sides of the border 


` by inflating the issue of German unity in the 


campaign for the West German general elec- 


- tion due at the end of next year. 


A dangerous mix has been concocted in 
East Germany with stunning speed. It in- 


cludes the following ingredients: the shock 


of the millions who have now made visits to 
the West and been able directly to compare 
the goodies there with the poverty at home; 
the economic crisis intensified by the loss 
this year alone of more than 300,000 emi- 
grants, many of them skilled; and the fury 
over revelations that the country’s commu- 
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nist leaders have been lining their pockets at 
public expense for years. 

The anger could produce a witch-hunt. 
Bands of outraged citizens have burst into 
offices of the secret police and the commu- 
nist party to confiscate evidence of corrup- 
tion. Hitherto disciplined demonstrations 
are turning nasty. Marchers favouring Ger- 





So better two nations, say some 


man unity as the only way out of the mess 
have been swapping fierce abuse with those 
favouring the continued existence of an in- 
dependent East German state. 

Free elections have now been pencilled 
in for May 6th. But who has enough clout to 
ensure that the country does not plunge 
into anarchy before then? Since December 
Oth the communist party has had a new lead- 
er in Mr Gregor Gysi, a 41-year-old lawyer. 
His main advantage is that he has no links 
with his short-lived predecessor, Mr Egon 
Krenz, and other members of the old leader- 
ship. But the party is widely loathed, it is de- 
moralised and it may split. 

The fledgling opposition groups are also 
divided (not least on the unity issue) and no 
really notable leader has so far emerged. 
That leaves Mr Modrow. He is a communist 
but an old foe of Krenz and Co, and he talks 
about reform with at least some credibility. 
For want of an alternative, a lot of people 
are pinning their hopes on him. 

That certainly goes for Mr Gorbachev, 
increasingly worried (he told Mr Modrow in 
Moscow recently) that instability in East 
Germany could threaten perestroika and his 
own future as Soviet leader. It also goes for 
the Americans—hence the visit of Mr James 
Baker to Mr Modrow on December 12th 
(the first time a secretary of state has held 
talks with East German leaders on their own 
territory) and his pledge of economic aid in 
return for reform. 

Earlier in West Berlin Mr Baker spelled 
out a vision for a new Europe built on a con- 
tinued American presence and on collabo- 
ration with a strengthening European Com- 
munity, a reforming NATO and the 
increasingly important 35-nation Helsinki 
process. He also spoke out in favour of Ger- 
man unity. But to help comfort Mr Gorba- 
chev he made it plain that unity must come 
only gradually and that America would not 
try to use the current unrest in East Ger- 
many to unsettle the Soviet Union. His re! 
marks came a day after the ambassadors oi 
the four victorious powers of 1945 held their 
first meeting in Berlin for 18 years—to dem- 
onstrate that the German issue is not one 
for the Germans alone to solve. 

The West Germans fear that, if the po- 
litical and economic crisis deepens across 
the border, a new and still bigger flood of 
migrants will pour in from the East. So 
whatever they may think of Mr Modrow, 
the federal and regional governments in 
West Germany are alike drumming up 
money and other aid to encourage East Ger- 
mans to stay where they are. This week 
alone three federal ministers have been in 
East Germany pledging help to improve the 
telephone system, clean up the environment 
and so on. Further aid is likely to be an- 
nounced on December 19th and 20th when 
the chancellor, Mr Helmut Kohl, visits Dres- 
den for talks with Mr Modrow. 
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Czechoslovakia 


The rearguarders 


FROM OUR CENTRAL EUROPE CORRESPONDENT 


N the history of this year's revolu- 
tion in Eastern Europe gets written, 
the prize for baffled, inch-by-inch, heel- 
dragging retreat will almost certainly go to 
Czechoslovakia’s Communist party. Having 
already made one unsuccessful attempt to 
hold on to a position almost everybody else 
thought they had abandoned, the Czecho- 
slovak Communists this week tried another 
ingenious delaying action. That too seems to 
have fai 

Their first bid to dodge the apparently 
inevitable collapsed on December 10th, 
when the Communists accepted the an- 
nouncement of a government in which they 
will be in a minority. Since they had agreed, 
before the end of November, to drop their 
claim to a “leading role" in Czechoslovakia, 
their proposal on December 3rd of a suppos- 
edly new government in which 16 of the 21 
cabinet ministers would still be Communists 
was an act of pure stubbornness. The oppo- 
sition, gathered under the umbrella of Civic 
Forum, immediately said No, and threat- 
ened to call another general strike. 

By December 8th the acting prime min- 
ister, Mr Marion Calfa (the replacement for 
Mr Ladislav Adamec, who had resigned the 
day before), was saying he would try to do 
better. The next evening old President Gus- 
tav Husak—installed by the Soviet invasion 

















FROM A CORRESPONDENT IN PRAGUE 


IKE Czechoslovakia itself, the fortunes 
of its former dissidents have suddenly 
turned upside down. Mr Jiri Dienstbier, 
for example, is a founder of the human- 
rights group Charter 77, who has endured 
countless hours of brutal police interroga- 
tion and years behind prison bars. This 
week he became foreign minister. 

Back in 1968 Mr Dienstbier was a 
Communist party member and star for- 
eign correspondent for Czechoslovak ra- 
dio. He covered the Vietnam war and was 
appointed to the plum post of senior cor- 
respondent in Washington. After Soviet 
tanks squashed the Prague Spring, Mr 
Dienstbier was recalled. He refused to sign 
a declaration saying the invasion was nec- 
essary to crush a “counter-revolution”’, 
and he was expelled from the party. 

There followed a descent down the ca- 
reer ladder. After signing Charter 77, he 
was imprisoned between 1979 and 1982 
along with his friend Mr Vaclav Havel. 
On his release, only his old dissident 




















of 1968, and thus one of the opposition’s 
prime targets—went on television to say he 
would resign as soon as this better govern- 
ment was formed. Next day came the list of 
new ministers. 

It was indeed better, though at first sight 
it seemed less than dramatically so. The 
Communists still have ten cabinet places, 
against 11 for non-communists. But two or 
three of the Communists—most notably Mr 
Valtr Komarek, a rebellious economist who 
becomes a deputy prime minister—are by 
now little more than nominal members of 
their party. And the non-communist 11 in- 








































clude some powerful symbols. 
Mr Jan Carnogursky, a Slovak Catholic 
who was behind prison bars only three 
weeks ago, becomes another deputy prin 
minister, and a member of a three-man tei 
that will supervise the interior minist 
(which runs the police). The new foreig 
minister is Mr Jiri Dienstbier, a fo 
member of Charter 77 who was won 
stoker until last weekend. Th str 
labour goes to Mr Peter Miller, чо а 
ago was standing at a forge in Prague’s @ 
CKD engineering works. The finance mir 
try passes into the hands of Mr 
Klaus, from the brave band of economist 
the Institute of Forecasting who have argui 
against the government for the past cot 
of years (his boss there was the not-reall 
Communist Mr Komarek). ] 
Had the Communists stopped draggin 
their heels, then? By no means. The ne 
item on the agenda was the election by p 
liament of a new president to succeed M 
Husak, upon the carrying out of his tele 
vised promise to resign. On December p 
parliament, still dominated by the Com 
nist party, said that it did not wish to 
anybody, and the matter should be deci 
by a vote of the whole electorate. This was: 
delaying tactic disguised as a conversion te 
democracy, but it did not last long. 
A meeting between Communists am 
opposition leaders on December 13th p 
duced an agreement that parliament woul 
pick a president before the end of - 
stipulated that the job should go to a Cze 
rather than a Slovak (which rules out Mr Al 





The bearable lightness of being Dienstbier 


friends dared stay in touch. 
He ended up working as a 
stoker, shovelling coal into a 
furnace, for the Prague un- 
derground system. Three 
times a week he would work 
a steamy 24-hour shift and 
return home covered with 
soot. “You know, I sort of 
like my job," he once said. “1 
don't work too hard and I 
get four days a week off for 
my real work." His "real" 
work was writing and editing 
an illegal monthly, putting out Charter 77 
opinions and meeting foreign journalists. 

When street protests erupted in 
Prague, Mr Dienstbier became the spokes- 
man for the opposition group Civic Fo- 
rum. He has done a masterly job, charm- 
ing the assembled mob of foreign 
correspondents in his nightly appearances 
at the Magic Lantern Theatre, where 
Civic Forum has been giving press confer- 





Stoker of reform : 








ences. His experience and | 
confidence contrast with 
inexperience and uncer 
tainty of East Germany's op- — 
position leaders. And in 
stark contrast to the venge- 
ful spirit overtaking East 
Germany's revolution, the 
Czechoslovak ex-opposition 
promises that there will be 
no purges. "If we are going 
to have a real democracy, 
says Mr Dienstbier, 
must avoid chaos.” 
The police are having trouble keeping — 
up with Czechoslovakia's transformation. 
Just before the protests began, they cut 
Mr Dienstbier's telephone line. Last week 
it still had not been restored. "Don't try 
to call me,” a smiling Mr Dienstbier told 
journalists, adding that before he took 
over as foreign minister he would first 
have to work a few days as a stoker—until 
a replacement was found. 
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ander Dubcek, the hero of the failed re- 
form of 1968), and to a non-communist. 
That would seem to point to Mr Vaclav Ha- 
vel, Civic Forum’s leading intellectual. Post- 
ers proposing Mr Havel for president have 
spread through Prague. 
. The new government, and whoever 
s out to be the new president, will be 
ing with a period of transition. The big 
ion that must be taken soon is when to 
hold Czechoslovakia's first free election in 
over 40 years. 

| Both Civic Forum and the Communists 
have talked about next May, but no date has 
been fixed. A constitutional amendment is 
- needed first. And both sides have some fine 
tactical calculations to make. Should Civic 
Forum try to fight the election as a single 
party, or would it do better to accept that its 
very different elements—Christian Demo- 
«rats, secular liberals, anticommunist so- 
cialists—should more sensibly go their sepa- 
ways? Would the Communists lose 
fewer seats by going for a quick election, 
while the opposition is still so amorphous, 
E by trying to put it off a bit, by when the 
divisions within the opposition may be 
more sharply visible? Do not assume that 
the Communists have fought their last rear- 
ard action. 





Г ulgaria 
By candle-light 


FROM A SPECIAL CORRESPONDENT IN SOFIA 


A T THIS time of year, darkness falls early 
in Bulgaria. But for the past few eve- 
s, Sofia’s September 9th Square, 
ed by the Central Committee building, 
as been an oasis of light. For two hours ev- 
ery night, thousands of people, carrying 
flickering candles, have gathered to make 
demands on Mr Petar Mladenov, the 
ntry's new Communist party leader. 

The groups which have organised the 


vigil range from Eco-glasnost, an indepen- 
dent environmental movement, to Pod- 
krepa, an independent trade union. 
Grouped under the newly-formed Indepen- 
dent Union of Democratic Forces, they sign 
up new members and explain their policies. 
Then people drift quietly home, leaving 
their candles burning on the window sills of 
the Central Committee as a reminder. 

Those candles have already had an ef- 
fect. The party has just expelled its former 
leader, Mr Todor Zhivkov, and two former 
members of the Politburo, after a purge of 
the Central Committee. Mr Mladenov and 
his deputy, Mr Andrei Lukanov, have so far 
allowed the independent groups to set out 
their demands. These are the now-familiar 
East European litany: an end to corruption, 
privileges and the party's monopoly, paving 
the way for multi-party elections. 

The Central Committee has recom- 
mended a number of reforms to parliament, 
including a new constitution without any 
reference to the party's leading role. The 
parliament was planning to delete the of- 
fending clauses of the constitution before 
the end of this week. The party's new policy 
document, released earlier in the week, rec- 
ommended that parliament should call an 
election immediately after adopting a new 
electoral law, but not later than the end of 
next May; and that the newly-elected assem- 
bly "in the shortest possible time, but in 
1990, discusses and adopts a new 
constitution. " 

The opposition is beginning to think 
that the new leadership might really mean 
what it says. But the Communists are di- 
vided on how far they should make conces- 
sions to the increasingly confident opposi- 
tion. A recent letter from the Central 
Committee secretariat to all the party orga- 
nisations reveals a fear of destabilisation 
"which we witness in East Germany and 
other socialist countries." The letter sug- 
gests that, in dealing with the opposition, 
party branches should distinguish "between 
those who are constructive, but highly criti- 
cal, and those who are against 
socialism." It rules out, how- 
ever, the use of force and in- 
stead calls for a dialogue with 
all those who have “construc- 
tive ideas and goals". 

So far, there has been little 
talk about setting up round-ta- 
ble discussions of the kind seen 
in Hungary, Poland or Czecho- 
slovakia in an attempt to con- 
tain the opposition. But, as Mr 
Mladenov and Mr Lukanov 
discover the true state of the 
economy, they may well see 
such discussions as a way to get 
economic reform moving, and 
so fill the empty shops and ser- 
vice the country's debt. 





Hungary 
Just swallow this 


FROM OUR BUDAPEST CORRESPONDENT 


HE day of economic reckoning has ar- 

rived for Hungary. The International 
Monetary Fund has issued its prescription 
for dealing with the country's ills—soaring 
deficits on all fronts, and a foreign debt of 
$20 billion. The prime minister, Mr Miklos 
Nemeth, has accordingly published an aus- 
terity programme for next year, which goes 
before parliament next week: the week be- 
fore Christmas. The programme includes 
the closure of 50 loss-making companies, а 
20% cut in state subsidies and an almost bal- 
anced budget. It adds up to an appalling 
shock to a hitherto protected system. 

The withdrawal of subsidies will in- 
crease food prices by up to 25%. Unemploy- 
ment will rise from 25,000 to possibl 
100,000—596 of the workforce—by the ena 
of 1990. On the plus side, Hungary intends 
to cut its exports to its Comecon partners by 
2096, thus reducing its large surplus of rou- 
bles and in theory at least releasing goods for 
export to the West. It also hopes that by 
1991 its trade with the Soviet Union will be 
paid for in hard currency, so that any sur- 
plus in that trade will produce money that 
can buy goods in the West. 

No politicians in Hungary, except a few 
hardline communists, dispute the need for 
the reforms advocated by the MF. So will 
the budget go through parliament intact? 
Not necessarily. Next week parliament also 
faces a motion to dissolve itself and make 
way for a free election in March. If this mo- 
tion is passed, as it probably will be, Mr 
Nemeth becomes a lame-duck prime minis- 
ter, with only three months to go. This does 
not give him much authority to push 
through one of the most unpopular pieces ¢“ 
legislation in recent Hungarian history. 

The opposition parties, though they are 
committed to a freer market, will not be 
rushing to his rescue. At a "national sum- 
mit" convened by Mr Nemeth to obtain 
support from all the main parties and pres- 
sure groups, he received no more than 
words of encouragement. Members of par- 
liament, now casting a nervous glance to- 
wards the voters as that multi-party election 
approaches, seem equally unenthusiastic. 
The proposal to increase public-sector hous- 
ing rents by 5096 and impose a tax on mort- 
gages has already been thrown out by parlia- 
ment's housing committee. 

If the IMF programme is not adopted, 
the government points out, Hungary could 
be insolvent in a matter of months. It has to 
pay $1.5 billion to service its debt next year. 
Without the 1МЕ'з support, and other loans 
dependent on a deal with the IMF, it will be 
unable to meet its obligations. 
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European summit 





Deeper, still, and deeper 


FROM OUR BRUSSELS CORRESPONDENT 


T WAS a sensible summit. At a time of 

revolution in Eastern Europe, the Euro- 

pean Community's leaders would have 
looked silly had they indulged in habitual 
summit squabbles at Strasbourg last week. 
They avoided silliness, and emerged forti- 
fied. France crowned its six-month presi- 
dency by getting a date set for a conference 
on economic and monetary union (EMU), 
and West Germany received backing for the 
principle of a united Germany. 

The one big argument was on the Ger- 
man question. West Germany's chancellor, 
Mr Helmut Kohl, proposed a declaration re- 
ferring to the German people regaining 
"unity through free self-determination’”’. 

he French president, Mr Francois Mitter- 
.and, and the Italian prime minister, Mr 
Giulio Andreotti, objected that such enthu- 
siasm for reunification could make life diff- 
cult for Mr Mikhail Gorbachev. But Mr 
Kohl secured the words “unity through free 
self-determination’’, though suitably quali- 
fied. The process should respect relevant 
treaties and the principles of the Helsinki Fi- 
nal Act, and it would have to be “placed in a 
context of European integration". 

Reviewing EC aid to Eastern Europe, the 


Touchy but touchable 


FROM OUR PARIS CORRESPONDENT 


RESIDENT MITTERRAND gave 
an intriguing lesson in political geog- 
raphy at his press conference after the 
European summit on December 9th. Eu- 
ropean borders, agreed, are inviolable. 


Nobody should try to change them by 
force. But this does not 
mean they are forever fixed. 
Some are more changeable 
than others. The inner- 
German border on the 


Elbe, which separates a sin- 
gle people, is of this sort, ac- 
cording to Mr Mitterrand. 
East Germany's border 
with Poland is entirely dif- 
ferent. The German Reich 
lost its eastern lands as a 
penalty of war. This fron- 
tier, the famous Oder- 
Neisse line, is in the un- 
changeable category, for Mr Mitterrand 
and for almost everyone else except the 
German far right. So are other East Eu- 
ropean frontiers that one group or other 
dislikes: Hungary-Romania, Romania- 
Moldavia. Altering any would be "'conta- 
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Europe’s geographer 


STRASBOURG 


summiteers decided (against Mrs Thatcher’s 
objections) to set up a new bank to encour- 
age investment there. Mrs Thatcher was also 
isolated, as expected, on both the social 
charter—which the other 11 countries 
adopted—and EMU. 

She alone objected when Mr Mitter- 
rand proposed that an inter-governmental 
conference to work out the later stages of 
EMU should begin before the end of 1990. 
She had hoped for support from Mr Kohl, 
who wobbled in the days before the summit 
over setting a date. That had irked Mr 
Mitterrand, as had Mr Kohl's failure to con- 
sult him before releasing his ten-point plan 
for reunification. In the event there was a 
tacit trade-off: Mr Kohl agreed that an EMU 
conference should start just after the West 
German election due in early December 
1990, while Mr Mitterrand accepted the 
principle of German unity. 

The German question is putting a strain 
on the French-German alliance. Since Mrs 
Thatcher shares French worries that Mr 
Kohl is pushing reunification too fast, and 
some Germans' worries that the French are 
pushing EMU too fast, she has a chance to 
lead Britain out of isolation into new alli- 


gious’’. So none should be touched. 

Claims grow too old. "I've never 
asked my partners to restore the French 
empire of 1805," Mr Mitterrand said. So 
it is, he went on, with the Soviet Union, 
which includes nationalities that have 
belonged to Greater Russia 
for a long time. 

The exceptions for Mr 
Mitterrand are the Baltic 
states, Estonia, Latvia and 
Lithuania. They have been 
part of the Soviet Union 
only since Stalin's day— 
though, he might have said, 
much of them was Russian 
before 1917. His implica- 
tion was that the Soviet 
Union had a less legitimate 
claim to the Baltic states 
than to its other republics. 

When Mr Mitterrand met Mr Gorba- 
chev in Kiev on December 6th, they 
made things sound a lot simpler: border- 
changing in Europe is a bad idea. Both 
are lawyers. But does Mr Gorbachev see 
things as subtly as the French president? 








ances, She has yet to take it. 

Mrs Thatcher softened her tone im 
Strasbourg. She neglected to brand the so | 
cial charter as Marxist. She spoke of the Eu 
ropean Monetary System, of which Britain’ 
is still not a full member, almost warmly (if 
only to contrast it with the—in her view— 
more inflationary EMU). 

But her continuing hostility to further 
political integration means that she will re- 
main isolated not only on EMU but also om: 
constitutional reform. EMU itself will proba- _ 
bly entail institutional change: most mem- 
ber-states think the powers eventually 
vested in a European central bank will need 
to be made accountable to the European 
Parliament. Most countries also want the in- 
ter-governmental conference to go beyond 
EMU and tackle constitutional reform. 

Mr Enrique Baron, the president of che 
European Parliament, presented the summit 
with a shopping-list of reforms. His propos- 
als included a widening of the procedure _ 
which allows parliament to amend some - 
laws; giving parliament a decisive role in the _ 
investiture of a new European Commission; 
allowing parliament to initiate laws; and. 
making legislative debates in the Council of — 
Ministers open to the public. 

Mr Baron found that most heads of gov- 
ernment were sympathetic to at least some — 
of his demands. Denmark would like the in- 
ter-governmental conference to increase the — 
Community's powers over social policy and - 
the environment. Ireland wants a further ex- 
pansion of the EC's regional funds. West _ 
Germany and Italy stress that the confer- 
ence should reinforce the parliament's pow- 
ers in time for the 1994 European elections, 

France and Belgium, with the backing of 
the European Commission's president, Mr 
Jacques Delors, have a more ambitious sug- _ 
gestion. They fear that EMU could suffer if 
the conference became bogged down in ar 
gument over institutions, yet they believe 
that institutional reform is necessary. So 
they propose two consecutive conferences, - 
or stages of one conference. The first would _ 
deal with EMU and would be over by the end 
of 1991; national parliaments could ratify 
the necessary treaty changes in time for Jan- 
uary 1993. The second conference would 
then reform the EC constitution in time for 
the next European elections. 

Only Britain wants the conference to _ 
keep off constitutional matters. Mrs 
Thatcher claimed in Strasbourg that ' 
democratic accountability is o: E 
tional parliaments”. Her government has 
far given little thought to the енеш 
changes likely to flow from the coming con- 
ference or conferences. But Britain would be 
unwise to avoid the subject on the ground _ 
that it can veto unpalatable treaty changes, _ 
In the end it may find itself succumbing to 
pressure and signing—as happened with the 
previous treaty change in 1985. 
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WHEN the Ec’s fisheries min- 
isters sit down in Brussels next 
week for their annual meeting 
to fix quotas for next year’s 
catches, they face the quintes- 
sential green dilemma: how to 
„make hunters think of the fu- 
ture? Like elephants i in the Af- 
n bush and mahogany trees in the rain 
rest, fish risk being overexploited because 
ose who hunt them see their own interest 
aking as many as possible. 
_ The ministers face two problems: their 
lations with other countries, and their re- 
lations with each other. Both are aggravated 
he fact that current levels of fishing are 
ell above those needed to stabilise the 
h. The meeting will be dominated by the 
eed to set quotas for catches in the North 
specially for cod and haddock. 
he scientists who advise the EC are 
ied by an alarming drop in the numbers 
young haddock. They say fishermen in 
North Sea should catch no more than 
000 tonnes next year if the spawning 
is to stay even at its present danger- 
y low level. That would mean a cut of 
е 25% on this year's quota. A much 
er cut, to 31,000 tonnes, would be 
ded to return the spawning stock to an 
:»ptable level. Even larger cuts would be 
led for cod. 
The EC countries that catch haddock 
cod generally want the biggest possible 
8, Leading the fray are the Scots, who 
8096 of North Sea haddock and the big- 
single share of cod. Mistrustful of their 
issenach agriculture and fisheries minis- 
t$, both of whom are going to Brussels, the 
ts are sending their own secretary of 
te and a junior minister. Britain will thus 
€ two cabinet ministers at the table. 
The Scots are furious that the European 
mmission is pushing for more conserva- 
than scientists think practical. North 
a fish have to be shared with countries 
tside the EC, mainly Norway. Under a 
ith Norway, the total North Sea had- 
k catch will be 43,000 tonnes, of which 
е EC can take less than 38,000 tonnes. A 
lar deal has been struck on cod. 
he wrath of the British, and especially 
the Scots, will be aimed at Mr Manuel 
à, the fisheries commissioner. British 
otiators claim that he is unpredictable, 
fuses to work at weekends, and: has a two- 
sur attention span: inadequate for EC mar- 
hon meetings. Mr Marin is also Spanish. 
jain has easily the largest fishing fleet (Brit- 
$ is second), accounting for more than 
the EC's fishing tonnage, but. is not al- 
ed to fish in the North Sea... 
"The Spanish try to make up for this by 
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fishing under the flags of other EC countries 
to catch some of their quota. This has be- 
come harder since a recent judgment in the 
European Court, which said Britain could 
not keep out foreign boats by laying down 
nationality requirements for their owners, 
but could set tough residence conditions. 

The Spanish also fish vigorously off the 
waters of non-EC countries. That is getting 
harder, too. The Canadians, part of whose 
valuable Newfoundland cod fisheries pro- 
trude out into the Atlantic beyond their 
200-mile limit, blame the Spanish for outra- 
geous overfishing. The commission has just 
offered to halve the quota the EC sets for 
catches in the north-west Atlantic. Spain 
also catches roughly a quarter of its fish in 
Namibia's waters. Up to now, access has 
been fixed by an international agency in Ma- 
drid. The new Namibian government will 
surely set a 200-mile limit. 

When the Common Fisheries Policy is 
reviewed in 1992, several countries (includ- 
ing Spain) will press for renegotiation. But 
before then the EC needs to find better ways 
to reduce the amount of fishing, fast, in or- 
der to raise long-term yields. The Scots need 
to fish more carefully: some 3096 of the had- 
dock they catch are thrown back, dead, into 
the sea because they exceed their quotas. 
The Spanish need to catch far fewer young 
fish. A report from a group of independent 
experts, due to go to the commission in Jan- 
uary, will argue that fishing rates are often 
three or four times too high to produce the 
maximum sustainable yield of fish. Cutting 
fleets would thus make the industry more 
profitable. 

But how? The report will hint at individ- 
ual tradeable quotas, which would let indi- 
vidual fishermen buy or sell the right to 
catch a set amount of fish. Where these have 
been tried, in New Zealand, Iceland and 
Canada, they seem to have given fishermen 
more incentive to conserve stocks. Com- 
bined with measures to cut the fleet, such 
quotas might allow one of Europe's most 
tightly regulated industries to use the mar- 
ket to cope with the lean years ahead. 

" 





italy 


Breaking silence 


FROM OUR ROME CORRESPONDENT 


HINGS are looking up once more for 

Sicily’s Mafia fighters. Thanks to the 
confession of a Mafia turncoat, Mr 
Francesco Marino Mannoia, they now have 
a rich source of a rare commodity: inside in- 
formation on the criminal activities of Sici- 
ly’s Mafia families. 

Last week, unknown to most of the 
city’s inhabitants, Mr Marino Mannoia was 
touring Palermo in an armoured police van 
pointing out Mafia hide-outs and the sites of 


the organisation's heroin refineries. :Dis- 
guised as a police officer in combat uniform, 
Mr Marino Mannoia was then carried by he- 
licopter over the city's sprawling suburbs to 
help spot the locations of three clandestine 
cemeteries in which he says feuding gang 
members hide the corpses of their enemies. 
Police searches under a motorway flyover 
last Saturday uncovered what they de- 
scribed as "human remains" buried under 
the lemon trees. The most useful find, how- 
ever, was probably the discovery of an exer- 
cise book which police say listed the sums 
paid in protection. money to the Mafia by 
about 50 local businessmen and profes- 
sional people, as well as the fees paid to their 
lawyers by Mafia members on trial. 

Mr Marino Mannoia, who is in prison 
after being convicted on drug-trafficking 
charges at the first great Mafia trial two years 
ago in Palermo, was one of the organisa- 
tion’s most prized “chemists”. He was paid 
5m lire ($4,000) a day to produce heroin i1 
mobile labs. that were constantly movec 
from one neighbourhood. to another to 
avoid detection. It may have been the mur- 
der of his brother, a Mafia hit-man, in April 
that prompted his decision to break the Ma- 
fia's famous code of silence. 

His information is all the more valuable 
because it confirms and updates that of Mr 
Tommaso Buscetta, a Mafia informer whose 
detailed account of the Mafia's power struc- 
ture in Sicily lead to several hundred arrests 
in 1984. But Mr Buscetta, who has testified 
in American Mafia trials, is now a protected 
witness inthe United States and under- 
standably reluctant to return to Italy. Police 
inquiries in Sicily rapidly ran out of impetus 
after some of their most dedicated officers 
were killed in retaliation for the Buscetta 
revelations. 

Mr Domenico Sica, the government's 
special anti-Mafia commissioner, expressed 
police despondency last month by laments 
ing the “intolerable” sway still held by th 
Sicilian Mafia and its mainland cousins in 
Campania and Calabria over their respec- 
tive regions. Like Mr: Buscetta, Mr Marino 
Mannoia made a point of asking Sicily's 
most famous Mafia fighter, the Palermo 
prosecutor Mr Giovanni Falcone, to take 
his confession. It seems to have given a 
much-needed boost to the Sicilian police. 

The Mafia's response has been brutal, 
even by Sicilian standards: on. November 
24th two men shot Mr Marino Mannoia's 
aunt, mother and sister in the seaside town 
of Bagheria. Undeterred, he has said he is 
willing to testify against his former Mafia as- 
sociates in an appeal hearing of more than 
100 Mafia members currently under way in 
Palermo, but on condition the judge and 
jury соте to Rome to take his evidence. 
Having planned at least one dynamite attack 
in Palermo himself, Mr Marino Mannoia is 
taking no chances: 

B a 
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financial objectives, worldwide. 


Client and Assignment 


Banco de Bilbao, S.A. 
Merger of equals with Banco de 
Vizcaya, S.A 


Isosceles PLC 
Valuation of the equity component in the ac- 
quisition of The Gateway Corporation PLC 


Holiday Corporation 
Sale of Holiday Inn Hotels to Bass PLC" 


Compagnie Generale des 

Etablissements Michelin 
Acquisition of The Uniroyal Goodrich 
Tire Companv* 


Bond Corporation Holdings Limited 
Acquisition of G. Heileman Brewing 
Company, Inc. 


The Seagram Company Ltd. 
Acquisition ol Tropicana Products, Inc. from 
Beatrice U.S. Food Corp. 


ENCOR Energy Corporation Inc. 
Sale to TCPL Energy Limited, a wholly 
owned subsidiary of TransCanada 
Pipelines Limited 


Bessemer Securities Corporation 
Cilluffo Associates, L.P. 
Advised Bessemer Securities Corporation 
and Соно Associates, LP, minority 
shareholders, in connection with the 
acquisition of Intermedics, Inc. by 
Sulzer Brothers Limited 


Hachette Publications, Inc. 
Acquisition of Diamandis 
Communications Inc. 


Cartera Central S.A. 
Advised Cartera Central S.A. a minority 
shareholder in connection with the termi- 
nated merger of Banco Central, S.A. with 
Banco Español de Crédito, S.A 


Ramada Inc. 
Sale of hotel business to New World 


Development Company Limited” 


SALOMON BROTHERS 
"INTERNATIONAL M&A: 


VALUE FOR OUR CLIENTS 
ROUGH GLOBAL PERFORMANCE. 


Over the past 21 months, Salomon Brothers provided international merger 
and acquisition services to a broad range ol clients. The type and complexity 
of these B6 publicly-disclosed transactions varied. But in ea 

Salomon Brothers global financial advisory capabilities were instrumental 
in reaching a common goal —achievement of our clients’ strategic and 


Approximate 
Size 


fin thousands) 


$6,220,000 


3.541.000 


2,260,000 


1,500,000 


1,300,000 


1,200,000 


846,000 


783,300 


712,000 


565,000 


540,000 


ch case 


Client and Assignment. 


Masco Corporation 
Acquisition of Universal Furniture Limited 


First Maryland Bancorp 
Advised the Special Committee of the 
Board of Directors on the sale to Ailied Irish 
Banks pic of the 50.3% of the outstanding 
common stock not already owned by Allied 
irish Banks plc 


Jefferson Smurfit Corporation 
Advising the Special Committee ol the 
Board of Directors on the sale to Smurtit 
International B.V. and The Morgan Stanley 
Leveraged Equity Fund Il, LP. of the 22% of 
the outsianding common stock not already 
owned by Smurfit International B.V* 


Rothmans International ple and 

SA Tabacolina 
Acquisition of SA Tabaontina by Rothmans 
International plc 


The Bank oí Nova Scotia 
Acquisition of The McLeod Young 
Weir Corporation. 


IFINT S.A. 
Acquisition ol a minority interest in 
Fireman's Fund Corporation 


Addison-Wesley Publishing 
Company, Inc. 
Sale to Pearson plc 


Repsol Exploracion, S.A. 
Acquisition of a 25% interest in Repsol 
Occidental Corporation from Occidental 
Petroleum Corporation 


Kidde, Inc., an indirect wholly-owned 
subsidiary of Hanson plc 
Divestiture of the Fire Protection Group te 
Pilgrim House Group plc 


Spirit Holding Company, Inc., owned 
by GB Inno B.M, Salomon Brothers 
Holding Company Inc and JMB Realty 
Corporation 
Leveraged buyout of Central Hardware 
Company, a subsidiary of interco 
Incorporated 


Approximate 
Size 
(in thousands) 


$484,000 


365,000 


362,000 


325,000 


321,000 


300,000 


284,000 


272,000 


266,000 


250,000 






Divestiture of Science Research Associates 


to Maxwell Communication Corporation 


it ade Food Products 
Corporation {0 Sara Lee Corporation 


Centrafarm Group NV. 
Sales CRF Holding BV 


TVS Entertainment plc 





ит connection with the acquisition of 
MIM Entertainment, Inc. 


NL Industries, Inc. 

Sale of operating assets of NL Spencer 
Kellogg, Inc. to Reichhold Chemicals Inc, 
8 subsidiary of Dainippon Ink and 
Chemicals, Incorporated 


State Government Insurance 
Commission of Western Australia 
Acquisition of a minority interest in 
“he Bell Group Limited 


io MEX Australia Limited 
Acquisition of Princeville Corporation 










Norland Properties, Inc. 
Sale of Mandarin Oriental, San Francisco 
to L & L(USA) Inc 


“Triplex Lloyd ple 
Acquisition of Christy Hunt plc 


Alexander & Alexandér Services Inc. 
. Divestiture ofthe Sphere Drake Insurance 
Group Public Limited Company to Sphere 
, Drake Acquisition (UK) Limited 
Court Cavendish Group Limited 
‘Leveraged acquisition of Gable Nursing 


and Retirement Homes Business of 
Ladbroke Group PLC 


The Nippon Credit Bank, Ltd. 
Acquisition of an 85% interest in Eastbridge 
Capital, Inc. 


FIC Lilley plc 
Advised a new management group and 


assisted and participated in the financing of 
the management buy-in 


(^ FJC Lilley ple 
ET Acquisition ol The Standen Group 
Conax Corporation 
Divestiture of Conax Buffalo Corporation to 
ІМІ pic 
ipo Zeta S.A. 


dle of a 25% interest in Univision Canal 1, 
З.А. to News International pic 


Investor Group 
Management buy-in of Data Management 
Division of Britannia Security Group PLC 


GKN plc 
Acquisition of Mid-America Industries, Inc. 


Meggitt Holdings ple 
Acquisition of KDG Holdings Limited 


Salomon Brothers Holding Company 
Acquisition of a 20% interest in 
DFC New Zealand Limited 


Revco D.S, Inc. 
Divestiture of Crown Store Equipment Co. to 
Meridian Holdings ple 


:Sale of án interest in TVS Entertainment plc 


140000 


109000 


100,000 


86,000 


85,500 


74,000 


60,000 


58,000 


56,000 


50,000 


50,000 


47000 


38,000 


33,000 


31,000 


23,000 


15000 
15000 


15,000 


7,000 





The BTS Group PLC 
Acquisition of Micro Marketing Limited and 

open oiler to shareholders of the 

BTS Group PLC 


The American Natural Beverage Corp. Undisclosed 
Sale to loseph E. Seagram & Sons, Inc. 


AMSTED Industries Incorporated 
Divestiture of Hydromation Belgium NV to 
Filterwerk Mann & Hummel GmbH 


Ansaldo Trasporti SPA 
Acquisition of 49% interest in 
CSEE-—Transport, S.A. 


Arvin Industries, Inc. 
Acquisition of 7596 interest in AP 
Amortiguadores, S.A. from Т1 Group ріс 






Undisclosed 


Undisclosed 


Undisclosed 


Aspen Skiing Company 
Divestiture of Breckenridge Skiing 
Company to Victoria Co, Lid 


Bond Corporation Holdings Limited 
Divestiture of Barrel-O-Fun Snack Foods 
Company to a management-led 
investor group 


Bond Corporation Holdings Limited 
Divestiture of Heileman Baking Company to 
RT Holding S.A. 


Bond Corporation Holdings Limited 
Divestiture of Red Seal Snack Foods 
Company to Borden, Inc. 


Bond Corporation Holdings Limited 
Divestiture of Wilmar Nut and Cookie 
Company to a management-led 
investor group 


BSN S.A. 


Acquisition of Henninger Hellas 


Undisciosed 


Undisclosed 


Undisciosed 


Undisciosec 


Undisclosed 


Undisclosed 


С.Е.А О. (Compagnie Francaise De 
L' Afrique Occidentale) 
Acquisition of Grace Equipment Company 


CFO Publishing Corporation 
Sale of a controlling interest to 
The Economist Newspaper Group, Inc. 


Degussa AG 
Divestiture of the Activated Carbon 
and Grill Charcoal Operations to 
Calgon Carbon Corporation 


Domtar Inc. 
Divestiture of Specialty Chemicals Division* 


FPL Group, Inc. 
Divestiture of Real Estate Data, Inc, and 
Damar Corporation to Elsevier US 
Holdings, a subsidiary of Elsevier NV 


The Gillette Company 
Sale of an interest in Eye Optics, Inc. to a 
wholly owned subsidiary of Grand 
Metropolitan plc 


Grupo ERCROS 
Divestiture of Doctor Andreu, S.A. to 
Roche Holding Limited 


H Capital, S.A. 
Divestiture of Celso Garcia, S.A. to Marks & 
Spencer plc and Cortetiel, S.A. 


John Hancock Property & Casualty 
Holdings Company 
Divestiture of John Hancock (U.K) 
Insurance Company Limited to WASA 
International Insurance Company Limited 


Hanson Kidde International 

Holdings Limited 
Sale of a 62% interest in Fenwal Controls of 
Japan, Lid. to SSP Engineering Co. Lid. 


Hanson Kidde International 
Holdings Limited 

Sale of a 50% interest in Fukada-Kidde 
Co, Ud to Fukada Kogyo Co. Lid 


Undisclosed 


Undisclosed 


Undisclosed 


Undisclosed 


Undisclosed 


Undisclosed 


Undisclosed 


Undisclosed 


Undisclosed 


Undisclosed 


Undisclosed 


diniboübands) 


$4,000 









Hanson Kidde International 
Holdings Limited. 
Sale of a ВОЗ interest in Tapan Toles 
Commentator Co, Lid. to Казав 
Electric Со Lid 













Hubbard Construction Company 
Sale to Entreprise Jean Lelebvre 








Industrial Cartonera, S.A. 
Sale to Jetlerscn Smurfit Group plc. 








Industrias del Papel у dela 

Celulosa, S.A. 
Acquisition of the Cundell 
Jellerson Sr i3 

























Industrias del Papel y de ia 
lulosa, S.A 
Acquisition of a minority 
Navarra S.A. of Jelleme 






















Japan Synthetic Rubber Co. Lid 
Acquisition af а strategic minority 
m Ingysiems, Inc. 













Kaiser Aluminum & Chemical 
Corporation 
Divestiture of Filtro! Corporation 


to Akzo N.V. 







Kaiser International Services 
Companies 
Sale оа 50% interest in Orient Koeln, 
Kabushiki Kaisha to а management 
investor group 


KaiserTech Limited 
Divestiture of FarBest Corporation to 
Diversey Corporation, a whe! , 
sidiary of The Molson Companies Listed : 


Keefe, Bruyette & Woods, Inc. 
Divestiture of Keele BankWetch йш 
Intemational Thomson Organisation i5 


Leybold AG 
Divestiture of Electron Beam Welding 
Activities to Integral Hydrautik & Cis, 


Management (Group | 
Leveraged acquisition often professtnal 
magazines fom CEP Communication 


Osaka Titanium Co., Lid, 
Acquisition of Cincinnati Milacron 
Semiconductor Materials Inc. of 
Cincinnati Milacron Inc. 


The Rymer Company 
Divestiture af Sea Watch International Lid." 
io Nichirei Corporation 


Siemens AG 
Sale to. Hoechst AG ol a participation in 
Sigri GmbH held through Paria 
Beteiligungsgesellschaft GmbH 


The Southland Corporation 
Divestiture of the Reddy lce Division w 
Reddy Ice, Lid. 


Steamboat Ski Corporation 
Sale of Steamboat ski area and related 
assets to Kamon Kanko Co, Lid. 


Torras Hostench, S.A. 
Advised on the sale of a minority ірік 
industries del Papel y de la Сейлова; 
Jellerson Smurti Group plc 


United Technologies Corporation 
Divestiture of the European Operatiéns of 
Essex Group, Ino. to Von Roll AG 
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It is no longer sufficient for in- 
vestment banks to offer issuer or 
investor clients advice purely on their 
domestic capital market. 

These days, after all, investors 
are focusing more and more on 
global sector trends. Not just at an 
individual country's investment 
potential. 

Thats why, at BZW, we have 
one of the world's largest teams of 
economic, fixed income and equity 
analysts. 

They provide the cross-border 
intelligence on 21 countries and 2000 
companies which backs up our ability 
to value and place securities, and 
support an after market in those 
securities, throughout the world. 

Whether it's bonds, swaps, other 
hybrid instruments or equities, we 
can now produce the right inter- 
national investment package for any 
client, anywhere in the world 

Indeed, we now have the re- 
sources to help industry and business 
treat the world as one market. 

Just as we treat it as one invest- 
ment market 

To find out how David Band's 
view of the investment market could 
help your business, send your 
business card to him at the address 
below. Or telephone us in Hong 
Kong on 5-8415123 


BARC 220 5 de ZOETE WEDD 


Ф тин INVESTMENT BANKING ARM OF THE HARCLAYS GROUP 


Bed d de Zoete Wedd, Ebbgate House, 
2 Swan Lane, London ECAR 3TS 











EUROPE’S CAPITAL MARKETS 








Together we stand 


AST your mind forward a few years and Euro- 

pean finance could look something like this. 
The share prices of Fiat, Peugeot and Volkswagen 
flash up side by side on dealing screens from the 
Republic of Ireland to Athens. Computers click: the 
deal is done, and ownership is shifted instanta- 
neously from a Belgian seller to a Spanish buyer. 
Italian investors pour into Dutch mutual funds, 
while Daimler Benz chooses Crédit Lyonnais to 
lead-manage its latest D-mark bond issue. Germans 
take out British life insurance, Danes take out Ger- 
man mortgages, Spaniards open bank accounts in 
Italy. Aunt Agatha and Tante Emma are as happy as 
lambs buying here an ecu interest-rate future, there 
a tempting little bond with an equity warrant. 

This is not the pipedream of some pin-striped 
Eurovisionary but, within limits, the shape of things 
to come. The single internal market, which the Eu- 
ropean Community is heading to from 1992 on, im- 
plies more than the free flow of goods and people. 
Its first stage is to be the free flow of capital, of finan- 
cial products, services and intermediaries. Financial 
integration is the common market's first frontier. 

If Europe's muddle of financial markets were 
truly one, it would rival the world's largest on a cou- 
ple of measures (chart 1 on the next page). Europe's 
banking deposits together are 11/ times America’s 
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and three-quarters of Japan's. The market value of 
the shares of domestic companies quoted on Eu- 
rope's stock exchanges, one-fifth of the world's to- 
tal, is three-fifths as big as that of shares quoted in 
New York and almost half that of Tokyo. Europe- 
ans pay three-fifths as much in insurance premiums 
as even insurance-mad Americans do. There are 
325m Europeans, compared with 246m Americans 
and 123m Japanese. The European financial market 
has as its hinterland a joint Орр almost equal to 
America's, two-thirds more than Japan's. 

An integrated European financial market, in all 
likelihood more open and less regulated than Amer- 
ica's or Japan's, has more than size going for it. In- 
creased competition across this bigger market 
means useful savings on the unit costs of financial 
services. A report for the European Commission by 
Mr Paolo Cecchini reckoned the economic gains 
from a single market in financial services at some 22 
billion ecus ($26 billion). Most consumers of most 
services would pay less for them. Corporations 
could raise capital more cheaply, improving their 
competitiveness against non-European rivals. A sin- 
gle, liquid European capital market would probably 
attract more foreign investment from countries like 
America and Japan. 

Europe has taken giant strides already towards a 





Europe's 
traditionally 
different capital 
markets are 


converging as 
they compete 
There are limits 
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more integrated marketplace, pushed by the sam 


three forces that are transforming financial markets 


everywhere. Deregulation and competition filtering 
from America through Britain to the rest of Europe 
have changed the face of European finance. So has 
the development of communications technology ca- 
pable of translating the idea of transnational mar- 
kets into reality. 

Until now, however, cross-border markets in 
Europe have been confined mainly to wholesale en- 
claves—foreign exchange, Eurolending and Euro- 
bonds from the early 1960s, Euroequities (shares 
sold outside the corporate issuer's home country) 
from the mid-1980s. They are centred on London 
and are part of a worldwide professional trading and 
distribution network. The new dimension that 
Brussels brings is to speed the interlinking of na- 
tional financial systems, creating in addition to the 
wholesale supra-market a domestic Community- 
wide retail market. 

Europe’s stockmarkets are beginning at last to 
burst free from the national legal and customary re- 
straints that kept them stunted and sclerotic for de- 
cades. One reason is project 1992 itself: companies 
from Italy, France, Spain and several other coun- 
tries need more money to expand in Europe than 
their domestic stock exchanges can provide. 

Another reason is the slowly changing financial 
habits of Europeans themselves (chart 2). House- 
hold income is increasing, and people are beginning 
to save more of it. The ten-year decline in France’s 
savings ratios seems to have halted (though not in 
Britain’s). Aging and thus thrifty Germans are 
putting aside more, and Italians still a lot. 
Privatisations have encouraged a drift in most coun- 
tries towards individual shareholding. Mutual funds 
have trebled in four years. 

The banks’ new interest in participating in the 
securities markets is the third reason for the trans- 
formation. Commercial banking in Europe is satu- 
rated. Duff third-world loans weigh down bank bal- 
ance sheets. Higher capital ratios imposed by the 
Bank for International Settlements (Bis) in Basle 
have made lending on the balance sheet less attrac- 
tive anyway. So banks have shifted towards the capi- 
tal markets, underwriting corporate issues, trading 
securities on their own account or selling them to 
clients, managing investments. They have tried to 






















































push into stock exchanges that once barred them, 
and to improve those of which they were already 
members. | 

Tugged between technology and tradition, big 
banks and smaller investment houses; national 
pride and European vision, the future of Europe's 
stockmarkets is genuinely in the balance. So too is 
the precise shape of the financial. market to come. 
The past two years have been characterised by an 
orgy of competition in European finance which 
makes the restructuring of America’s airline indus- 
try look like a pyjama party. 

All over Europe financial firms are fighting for 
dominance within an expanded market. Domestic 
mergers to strengthen each country’s financial firms 
jostle cross-border mergets to strengthen competing 
firms’ clout. Profits are plummeting, margins in 
most businesses are wafer thin, and there is an in- 
crease in risk-taking. Consumers’ gains in a united 
Europe are intermediaries’ losses, at least until the 
total volume of business gets bigger and financial 
firms fewer and more efficient. 

European financial centres are competing too. © 
Deregulation on the continent is whittling away at 
liberated London's raison d ètre. Paris, Amsterdam 








iae ДОН i 
italy n gj за е 





Household share ownership. > 


Changing patterns 
> Household savings 

as % of disposable income as % of disposable income: 
e р $ E 

























THE ECONOMIST DECEMBER 161988 - 











THE ECONOMIST DECEMBER 161989 ' 






. Anew name enters 
the Italian banking scene 





Ambrosiano Veneto 


ee The name is new but Banco Ambrosiano Veneto is no 


stranger to the Italian banking scene. 





. * Banca Cattolica del Veneto was founded nearly-one 
hundred years ago while the original Banco Ambrosiano 
opened in Milan in 1896. Their merger creates one of 
Italy's major banks with assets of 23.7 bn lire and deposits 
of 16.6 bn lire ($17 m & $ 12 m): 


Both banks have been working together for the past few 
years. As NBA was the controlling shareholder іп ВСУ, 
their complete integration is a logical development. 


The 350 banking branches are especially strong in the 
major economic centres of Northern and Central Italy. 


During the current year, however, the Group has opened 
up in the South by the acquisition o bank with 12 


branches near Bari as well as having acquired 5 branches 
situated near Naples. These locations have been selected as 
a result of studies indicating their economic potential. 





The fact that Banco Ambrosiano Veneto will be Italy's 
leader in the private sector will enable it to compete very 
strongly in terms of speed and flexibility. Already, thanks: 
to its specialised subsidiaries, it provides а comprehensive 
range of financial services including merchant banking, 
fund management, leasing, factoring, consumer firiance and 
insurance brokerage. It enjoys good working relationships 
with some 3,000 banks throughout the world. _ 
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and now Frankfurt all want to take away some of its 
business. So, in one sense, Europe is becoming more 
fragmented as it moves towards a single market. 
This will matter less as the attractions of a large liq- 
uid market are seen to outweigh national rivalries 
and fears, and as the computerisation of financial 
transactions makes it less relevant where these take 


place. 
The other layer of competition is between dif- 


ferent traditions of capitalism. It is, simplistically, 
between (a) the Anglo-Saxon preference for mar- 
kets as sources of finance and outlets for investment 
and (b) the preference of continental countries, in 
varying degrees, for banks. Both models are chang- 
ing, converging as they compete, and the evolution 
of a new European style of capitalism may be the 
most interesting outcome of the forging of a single 
European financial market. 








Felling fences 


SINGLE European capital market has two, ar- 
guably three, components. The first is freeing 
capital flows within the Community; the second 
freeing products, services and intermediaries; the 
third creating a common currency. Brussels has 
moved surprisingly fast since a White Paper in 1985, 
masterminded by Britain's senior commissioner, 
Lord Cockfield, suggested a timetable for realising 
... the first two by the end of 1992. All 25 of the finan- 
- cial measures laid out in the White Paper have been 
tabled, and more than half of them have become 
directives. Progress is beginning to get stickier, 
however. 

Capital flows are all but freed. When a directive 
mandating full liberalisation was agreed in June 

88, many countries, including Britain and West 
Germany, had already removed foreign-exchange 
controls. By the end of June 1990 (perhaps sooner) 
France and Italy will have removed what remains of 
theirs, by the end of 1992 Spain and Ireland, by the 
end of 1995 Greece and Portugal. 

The effect on the pattern of investment flows 
within the Community will be significant, but not 
electric. The controls that remain are essentially on 
the export of capital, not on its import. The country 
with the greatest export capacity, West Germany, 
has been dedicating a surprisingly steady one-half of 
its long-deregulated foreign investment to other EC 
countries for at least a decade. 

The worries lie mainly at the national level. 
France, Italy and Spain fear a massive outflow of 
tax-evading money when controls are lifted. 
Though France has accepted stronger mutual assis- 
tance among tax officials to stop this, Italy has re- 
cently attempted to revive a proposed EC-wide with- 
holding tax at source on investment income. A 
more successful solution is likely to prove the spon- 
taneous realignment of national tax rates. 

It is easier to free capital flows than to create a 
single capital market, however, especially when 
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countries differ so fundamentally on how much 
weight capital (especially share) markets have within 
the financial system and how much weight banks 
have within the capital markets (chart 3). 

The Anglo-Saxon tradition relies on equity cap- 
ital, strong shareholders, relatively open capital 
markets, a range of different sorts of institutions ac- 
tive in them, and arm’slength relations between 
banks and industry. Banks in London have only re- 
cently been admitted to stock-exchange member- 
ship. Investors’ interests are served by a wide range 
of competing products and by disclosure. 

West Germans, at the opposite pole, lean on 
loan finance, as well as on strong links between 
banks and industry. German banks are members of 
the underdeveloped equity markets; savers prefer 
fixed-income assets; and what securities they do 
own they probably bought through their bank 
branch. Financial products are more restricted, and 
so are the methods by which they are sold. 

Somewhere in between are countries which 
share France's Napoleonic stockmarket tradition, 
including Italy, Belgium, Spain and Portugal. Banks 
there have been excluded from stock-exchange 
membership but nonetheless dominate finance for 
industry and personal investment. 


Home-country control, host-country rules 


Among such a clutter of customs, Brussels has 
sought to establish common ground. In addition to 
a clutch of directives on stock-exchange listing, pro- 
spectus requirements, takeover procedures and in- 
sider dealing, there are four main areas where 
directives affecting capital markets have been 
achieved or are in the works. 

The first is on collective investment schemes 
(исїт5 in Brussels, basically mutual funds). In Octo- 
ber 1989 a new directive came into effect which em- 
bodies the approach that the European Commis- 
sion is counting on to knock down financial 
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frontiers more generally. Countries must admit to 
their markets any investment scheme which has 
been licensed by its home authorities as meeting 
agreed minimum standards. The way in which it is 
sold, however, is subject to the host country's con- 
duct-of-business rules. This is an advance on previ- 
ous practice, whereby products (or firms) needed 
host-country authorisation to get off the ground. 

The same formula was applied in the Second 
Banking Co-ordination Directive approved by the 
Council of Ministers in June 1989. Complemented 
by separate measures adopting the Bis’s capital 
rules, it holds that any EC bank licensed by its home 
authorities will be able to branch and provide a 
wide range of services throughout the Community. 
From January 1 1993 banks will be free to compete 
across frontiers in securities on the basis of this sin- 
gle banking “passport”. 

Not so non-bank securities houses, at least for 
the moment. But a separate draft directive on in- 
vestment services is intended to give them the same 
freedom as banks will have. Britain, with more non- 
bank investment houses than anyone else, is leading 
the fight to get it into place by 1993. 

A main sticking point is what sort of capital ra- 
tios for non-bank and bank securities firms should 
accompany the directive. The debate matters, be- 
cause the cost and deployment of capital will be a 
big element of firms' competitiveness after 1992. 

The Bis ratios for banks reflect only credit risk 
(that a counterparty will fail to pay). In London's 
securities markets, low initial capital allows lots of 
firms, banks and non-banks, to compete, and addi- 
tional requirements reflect position risk (that mar- 
ket prices, or interest or exchange rates, will move, 
reducing the value of the securities held). In West 
Germany, where all the participants are banks, high 
minimum capital limits the number of firms and no 
separate capital is required for position risk in se- 
curities dealing (though there are limits on open po- 
sitions in foreign exchange and other new instru- 
ments including futures). The British and their 
allies believe that German rules kill competition; 
the Germans and theirs that Britain's would heap 
unnecessary burdens on their banks. 

Much of the world has moved towards regulat- 
ing position risk in securities (America, France, Ja- 
pan, as well as Britain). With one eye on the interna- 
tional competition and the other on the 1993 





deadline, the ЕС may break the deadlock by offering. 
a choice between Anglo-Saxon position-risk ratios 
and German quantitative limits. 

The fourth area where directives are needed is 
insurance, the biggest headache of them all. Most 
countries protect their national insurance indus- 
tries from foreign competition and strictly regulate 
the investments which insurance companies, in 
turn, can make. Because insurers intercept so much 
of the stream of household savings, this protection 
is a serious impediment to the creation of a single, 
competitive European capital market. 

The right of insurance companies to establish 
themselves throughout the Community is largely re- 
alised; applying the new EC principle that recogni- 
tion of firm or product is to flow from home-coun- 
try authorities is a lot further off. Some agreement 
was reached on cross-border marketing of large 
non-life risks in a directive that comes into force in 
July 1990. But most people reckon that freedom to 
sell retail life policies everywhere in Europe will not 
come this century. 


One money 


The last task of single marketry is monetary union. 
Many deny that a common currency is an inevitable 
consequence of the 1992 agenda (though. Lord 
Cockfield, for one, believes it is). Foreign-exchange 
dealing and derivative products like swaps.and op- 
tions have until recently earned most banks hand- 
some profits. Yet it makes little sense to free capital 
controls and leave currency frictions, The addi- 
tional risks and costs of doing business in multiple 
currencies is a disincentive to European integration. 

As three economic blocks emerge—including:a 
North American one grouping the United States, 
Canada and Mexico, and another drawing East 
Asia's growing economies to savings-rich Japan— 
only Europe has no single, liquid, accepted and truly 
hedgeable currency. The D-mark will not do: West 
Germany is not keen that it play the role, nor are 
older non-German Europeans. The ecu is growing, 
but still accounts for perhaps 1% of business trans- 
actions in the Community. 

Building a single European capital market will . 
be a long affair, a single currency even longer. ` 
Meanwhile, radical changes are taking place in ev- 
ery country in the EC, beginning, as they had to be- 
gin, in Britain. 





The shot heard round Europe 


$6. A T THE time, Big Bang looked like a footnote 

to America's deregulation, but in retrospect 
it was the first chapter of Europe's," says a French 
civil servant. With Europe's biggest domestic equity 
market by far, London was also the home of the for- 
eign-exchange and Euromoney markets, and the 
most susceptible of European centres to transatlan- 
tic winds of change. Prompted by Britain's fear that 
it was losing big business to America, Big Bang in 
turn instilled the fear that the continent would lose 
the same sort of business to London. 


Britain shares with America a tradition in 


which capital markets, not banks, provide the bulk 


of finance for industry; and (mainly institutional) 
shareholders, not lenders, call most of the shots. 
Custom rather than law separated commercial from 
investment banking in Britain, and eventually capi- 
tal requírements which penalised a bank for holding 
company shares reduced the attraction of building 
up industrial portfolios. bens ; 
Before 1986 London’s. stock 
closed preserve. Jobbers dealt in 
own account with brokers in daily sessions of floor 
trading. Stock-exchange club rules kept commercial 
and investment banks out; fixed commissions and 
stamp duty made trading expensive; and exchange 
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Trading 11 Тог Кеу: And more than а bank, we are Turkey's major 
business concern, industrialists in our own 
We hold the key. right, as well as commercial leaders. 
Countless business opportunities exist in Tur- 
key, and with the right key, you will find all trade 
doors are open to you. İşbank, Turkey's lar- 


gest private commercial bank, has 65 years of 
experience in opening these doors. We are a 
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members' lack of capital made it hard for big institu- 
tional investors to carry out big transactions. 

After three years of agitated preparations, com- 
missions were freed in October 1986 and brokers 
allowed to deal with clients as principals. Jobbers 
were replaced with market-makers committed to 
quoting two-way prices. Members became corporate 
and they were allowed to accept capital from outsid- 
ers. So outsiders spent around £750m ($1.1 billion) 
buying their way into them. Floor trading was aban- 
doned, in-time, for a new computerised trading sys- 
tem based on competing prices shown to investors 
as well as to market members. 

The first effect of the reforms, and of rising 
share prices generally, was an increase in activity. In 
1987 the volume of equity trades with customers al- 
most doubled on the London market (chart 4) and 
trading among market members equalled this. 

Commission rates were cut on institutional 
deals but rose on individual ones (chart 5). About 
one-quarter by value, or one-tenth by number, of 
bargains were done net of commission. The touch 
(the spread between the best bid and offer prices 
advertised) in the most liquid, or Alpha, shares wid- 
ened a bit (partly because the Alpha category was 
expanded to include some previously medium-rank- 
ing shares). The ability to handle big trades in- 
creased: deals of more than £1m rose from 12% to 
19% of the total. Foreigners’ share of turnover 
doubled. 

The primary market boomed too. A record 152 
British companies sought a stock-exchange listing in 
1987. Companies raised nearly £30 billion on the 
stock exchange in the 12 months after Big Bang, 
compared with £18 billion in the 12 months before 
it. Aside from a growing settlement problem, made 
worse by massive privatisations, deregulation 
seemed to be a success. 


After Black Monday 


London's stock exchange was one of the few to keep 
trading during the crash of October 1987. Though 
plenty of market-makers found it prudent not to an- 
swer their telephones, the stock exchange reckons 
that, on Black Monday alone, they were net buyers 
of securities worth some £250m. But London was 
also slower than other European markets to 
recover, 

Spreads more than doubled. Trading with cus- 
tomers went back to pre-Big Bang levels. 
Privatisations dried up, the government began to 
buy in its bonds, and profits on Eurobonds dwin- 
dled. In the first eight months of 1988, commission 
revenue on stock-exchange business fell by one- 
third. A price war later in the year pushed spreads 
down and losses up. Some trading moved off-mar- 
ket, and the number of market-makers in British 
shares fell by almost a quarter. 

The London stock exchange then eased its rules 

‘to help big market-makers. By June 1989 touches on 
Alpha stocks were again slightly wider than before 
the crash. By October volumes, new issues and prof- 
its were recovering when the second smaller crash 
hit the market. Against this background, members 
of the stock exchange have been debating actively 
whether the system needs fundamental reform. 

London's reforms had two main Consequences 
for the rest of Europe. The first was the creation (a 











































yeat before Big Bang) of Europe's first screen-based 
market in international blue-chip company shares. 
SEAQ International today displays prices in 750 for- 
eign companies, and 200 of them are traded ac- 
tively. Deals are matched and confirmed by SEQUAL, 
a new system offered by London's International 
Stock Exchange, and many of them are settled 
through the commercial clearing houses on the con- 
tinent, Euroclear and Cedel. Severveighths of the 
51 market-makers in SEAQ International are foreign- 
owned and two of them are foreign-based. 

SEAQ International’s bread-and-butter is conti- 
nental European stocks, which account for some 
two-thirds of total turnover by value. German, 
French and Dutch equities alone make up more 
than half. Dealers say that on some days two-fifths 
of the total trade in big French companies’ shares is 
done through London and rather more than one- 
tenth of the trade in German shares. Foreign inves- 
tors accounted for almost 3096 of the turnover of 
German stock exchanges in 1986 but less than 996 
in 1988 (a bad year in many markets). 

Turnover with customers in international 
shares was about one-third of that in British equities 
two years ago. In September 1989 (after a change to 
broader reporting) they were equal, running at £20 
billion each. sEAQ International is now to be re- 
vamped, says Mr Stephen Raven, chairman of a new 
committee to look into it. Among other changes, he 
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wants to link it more closely to trading in big British 
stocks. 

London wants to make itself not just a magnet 
for trading within Europe but also the door through 
which institutional funds flow into Europe from 
America and Japan. It attracts such business be- 
cause of the size in which it is possible to deal and 
the constant availability of prices, though there are 
also plenty who complain of wide spreads and thin 
markets in many shares. 

SEAQ International presented one challenge to 
the rest of Europe. The second, more generally, was 
that Britain began to export a new breed of risk- 
taking, technically inventive financial firms. With 
skills increasingly like those of the Americans and 
fewer restrictions at home, they threatened to sweep 
Europe when national barriers came down. This re- 
inforced domestic pressures to undertake reforms 
similar to London’s elsewhere in Europe. 

The difficulty in doing so was twofold. Lon- 
don’s trading system was tailored to a financial cul- 
ture that had no exact parallel in Europe. And even 
in its own terms it ran into trouble. 

London’s system—competing two-way price 
quotes by committed market-makers (based on 
NASDAQ in America)—guarantee liquidity and 
speed in a market where there are a lot of big un- 
matched trades. Such trades predominate in Lon- 
don, where life insurance companies, pension funds 
and other collective investment vehicles generate 
more than one-half of all orders by value. Most of 
Europe’s markets are, so far, less institutional. 

The British system works less well for retail cus- 
tomers. Although some 12m Britons now own 
shares compared with only 7m less than five years 
ago, their share of all equities has fallen to one-fifth 
from more than one-quarter. Commissions on indi- 
vidual clients’ deals went up after Big Bang; with 
deregulation, the implicit subsidy of the retail busi- 
ness by the institutions vanished. To make retail or- 
ders cheaper and less troublesome, new automatic 
small-order execution systems have been intro- 
duced, both within London's stock exchange and 
by the bigger firms. So far they have not reduced 
customers' costs significantly. 

London's system also relies upon the existence 
of market-making expertise, It is no coincidence 
that the companies with the »iggest share in British 
equity trading today—Bzw, ¢ subsidiary of Barclays 
Bank, and S С Warburg—are those that bought the 
two biggest old-style jobbing firms. Continental 
stockmarkets have traditionally lacked risk-takers. 


Central is as central does 


One other point: London chose a trading system in 
which the central market itself is hard to protect, 
and officials have added to the problem by deciding 
to favour competition among exchanges. The heart 
of a price-driven market is the display of competing 
prices; most trades are actually concluded over the 
telephone (though they are then confirmed through 
the exchange). There is no legal obligation in Brit- 
ain to do business on a formal stock exchange, as 
there is in France. Incentives cut the other way: 
transactions reported to the London stock ex- 
change are subject to tax. 

London’s stock exchange has spun off regula- 
tory responsibilities over its members to another 


organisation. It will soon surrender most of its 
responsibility for settlement. Electronic networks 
that compete with the official markets have been 
recognised: Globex, the Reuters service which links 
several futures exchanges but not, so far, Britain's; 
and America's over-the-counter market, NASDAQ, 
which has ambitions to quote European shares too. 
Other smaller unofficial networks are springing up. 
It is possible to imagine the official central market 
vanishing in a tangle of competing computer cables 
and becoming just another price-dissemination ser- 
vice. lt is all good competitive stuff, but it runs 
against the main concern in most of continental Eu- 
rope: to create or strengthen a central market in the 
first place. 


Trouble at the ranch 


London ran into several operational problems early 
on. The first and much the worst was settlement, 
which is among Europe's slowest. A stalled project 
to “dematerialise” shares and move to computer- 
ised book-entry and a central depository has been 
replaced by a more modest proposal. Settlement will 
be handled by a new independent clearing house, in 
which London's stock exchange is to hold a 40% 
stake. A yet-to-be-formed consortium of banks and 
securities houses is to hold the rest. 

The second hitch was regulation. London con- 
cocted a weirdly tiered self-regulatory system to 
oversee the securities markets—then promptly bur- 
ied the lot in rule books. Participants complain of 
complexity and cost, Mr David Walker, the newish 
chairman of the Securities and Investment Board 
(sis) which regulates the securities industry, pro- 
poses to simplify the rules. While aspects of the Eng- 
lish system have been incorporated abroad—the 
French, for example, are quite taken with Mr Walk- 
er's basic code of conduct, informally known as the 
Ten Commandments, though they think they can 
economise on four of them—many in Europe find 
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stforward regulation by the state simpler and 


gaper. 

The final problem, due as much to world mar- 
‘kets as to London's particulars, was the stunning 
-unprofitability of it all for intermediaries. The com- 
peting market-maker system is capital-intensive by 
„its nature. Not only did Big Bang attract too many 
firms, but these firms need a lot of capital to run the 
‘positions that support their continuously quoted 

prices. That made them all the keener to get busi- 
ness, especially when volumes plunged after the 

1987 crash. 

In 1988 securities firms in London lost up to 


















£500m. Though many have now slimmed costs and 
staff, dropped out of some markets and entered new 
ones, unprofitability will remain a fact of life for 
some time to come. Continental Europe is not ex- 
empt from losses, but the sorts of trading systems 
that most are choosing require less capital and are 
likely to produce less red ink. 

London's Big Bang rounded out the City's 
dominance of Europe's wholesale capital markets. It 
challenged the continent to deregulate, but sug- 
gested as many things to avoid as to imitate. The 
focus has now shifted to the continent, where 
France has begun to assert itself. 


—À 





Fast off the blocks 


ONSIDER Paris, the financial surprise of the 
late 1980s. Who would have thought in 1981, 
when President Mitterrand's Socialists were con- 
firming observers’ worst stereotypes of dirigiste 
France by nationalising everything in sight, that 
Paris would emerge eight years and 12 privatisations 
later as the most open big financial market in Eu- 
rope after London? 

“There is not a long tradition of free markets in 
France, but there is one of logic and rationalism,” 
says Mr Guillaume Lejoindre, an associate director 
of Banque Indosuez. “When logic suggested that 
free markets work best, the French liberalised theirs 
very rationally.” 

Until the 1980s France’s capital markets were 
fragmented, heavily regulated and dominated by 
government debt. Financial firms were 
compartmentalised. Investment banks were not al- 
lowed to take deposits from the public, nor com- 
mercial banks encouraged to take shareholdings in 
industry. Thanks to their extensive branch net- 
works, commercial banks generated four-fifths of 
stock-exchange orders but were excluded from 
membership. Agents de change were allowed to do 
some market-making; but, without much capital be- 
hind them, did little. They were supposed to be pub- 
lic servants anyway, not profit-hungry financiers. 
- Price movements were controlled. Commissions 

"were fixed. Trading was done by open-oütcry and 
trading hours were brief. 

The liberalisation of France’s financial markets 
was a Socialist initiative, encouraged by the big gov- 
ernment deficit, volatile and high interest rates, the 

- decline in household savings, and the wide interest- 
rate margins of the corseted and uncompetitive 
banks. Foreign-exchange controls were relaxed in 
1984, 1986 and March 1989; А new banking act in 
1984 removed some restrictions on what different 
sorts of banks could do. The money market was 

-réorganised in 1985. So was the government bond 
‘market. The French-franc Eurobond market, closed 
in 1981, was reopened. 

At the retail level, tax breaks spurred the rapid 
growth of collective investment. By the end of 1988 
these schemes had FFr1.4 trillion ($231 billion) in 
assets, which means that France accounts for 50% 
of the European market. The three biggest commer- 

‘cial banks (Banque Nationale de Paris ог BNP, 
Crédit Lyonnais, Société Générale) plus Crédit 
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Agricole and the Caisse des Dépóts run about half 
of them. 

When Mr Jacques Chirac and the right came to 
power in 1986, privatisations—including those of 
two investment bank groups, Suez and Paribas, and 
of Société Générale—helped double  stock-ex- 
change turnover. By then, plans for reforms were in 
full and controversial flight. “We have been very dy- 
namic because we thought we were late,” says Mr 
Régis Rousselle, president of the Council of Stock 
Exchanges. “London was a very important goad for 
us." Computerised trading was introduced gradu- 
ally from 1986, and by the autumn of 1989 all 
French shares were in the system. 

The usual battle between banks and brokers 
was resolved in 1988 by incorporating the latter and 
letting the former buy into them, as in London. By 
late September 1989 two-thirds of France's 60 
stock-exchange firms had opened their capital to 
participation by outsiders, a quarter of them to for- 
eign firms. All the big French banks are now present 
on the stock exchange, as are foreign firms such as 
S.G. Warburg, szw, NatWest, James Capel, J.P. 
Morgan and Nomura. In July 1989 brokers’ com- 
missions were freed. Heavy hinting by Mr Pierre 
Bérégovoy, the finance minister, seems likely to 
keep them down on small orders for a while. 

At the same time, new markets in derivatives 
were started. In 1986 the Marché à Terme Interna- 
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it walked 


















































| 
1 


adi 


ЕР — 


ع ee‏ د می сна‏ ھم oo.‏ 





3 





traded Jan 1988=100 Oct 1989 (000s) 
N 
\ 
ON 


[ Sy y= A | 












BB 
8 |8 jë jè 


2 
FERRE S EASES DEM AR! JASO 
Source: European Options Exchange 





tional de France (MATIF) was created, offering 
mainly French products, as was a traded-options 
market. Buoyed by large issues of French govern- 
ment bonds, MATIF's trading volume rivals that of 
the older London International Financial Futures 
Exchange (LiFFE) as chart 7 shows. 

All this was encouraged by the fast growth of 
financial technicité in a country famous for its tech- 
nocrats. Engineers from the Grandes Ecoles started 
going into finance rather than bridge-building or 
public administration. Today the French rank with 
the most innovative of the world's financial rocket- 
scientists. 

Some are better at it than others, of course. The 
stockbrokers running the Paris Bourse risked and 
lost more than one-quarter of the exchange's con- 
tingency fund in the futures markets in 1988. AL 
leged insider dealing in the shares of Pechiney and 
Société Générale led to senior resignations in gov- 
ernment. The rash of scandals caused the govern- 
ment to overhaul and strengthen regulation. 

The French want a strong central market. The 
trading system which they took from Toronto is 
driven, unlike London’s, by buy and sell orders 
which have to be matched in the market. “We had 
no market-makers. We exploited the aces we had,” 
says one regulator. All securities transactions must 
go through a member of the stock exchange (France 
has seven, though Paris does 95% of the total trad- 
ing). Even the block trades that members have re- 
cently been permitted to do upstairs as principals 
have to be shown to the central market. Stock-ex- 
change bodies regulate members and will continue 
to play a real part in a new automated clearing sys- 
tem that is due to begin next year. 

Financial reforms have made the French market 
more attractive, judging by the rush of foreign firms 
which, like Warburg, Bzw and Dresdner Bank, have 
paid slightly less than London prices to buy firms 
there. Deutsche Bank kicks itself for having counted 
on continuing privatisations (now halted by Presi- 
dent Mitterrand) to provide a partner. 

But is business actually moving back to Paris? lt 
is hard to tell as yet. Indosuez says that it is doing 
more foreign-exchange operations in Paris than it 
used to do. Yet Paribas's capital-market hub re- 
mains centred in London. Mr Dominique Hoenn, a 
director at Paribas in Paris, reckons that there will 
always be two poles. Though it is often claimed that 
Paris is a better jumping-off point than London for 
southern Europe, the expanded Italian operations 
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of Paribas report to London. 

The last question is whether the reforms have 
left French financial institutions more capable of 
competing in a deregulating Europe. The answer is 
almost certainly yes. The investment-banking 
groups, Suez and Paribas have gone from strength 
to strength since privatisation. Commercial banks 
have gained experience in new instruments and 
markets, though the Big Three lost money on their 
London securities activities in 1988. Their difficul- 
ties may come from another direction. 

France's big banks are dominant enough at 
home to see off any rash outsider attempting retail 
competition. The problem, for many, is where to get 
money for further expansion. Banks are still not 
charging adequately for retail-banking services, so 
profits are not what they might be. They claim to 
meet BIS capital ratios, but most have little left over. 
Two of the big three are still in government hands 
and cannot raise capital easily on the markets. 

Any French financier will tell you that there is 
still work to be done. Stockmarket capitalisation re- 
mains a demure fraction of Gpr, though the Second 
Marché for smaller companies is Europe’s busiest. 
A heavy transaction tax may drive business off the 
official market. Severe taxation of savings generally 
could chase money out of French funds and across 


Yad Age PRA 
№ ome f t n ВРА" 





Don't be greedy, says Bérégovoy 
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Introducing the German bank that olus final tuned 


instruments i in international finance: WestLB. 


An experienced 


wholesale bank, 
WestLB accom- 
panies your inter- 
national finance 


operations. 


20 years of experi 
ence in Corporate 


Finance, the solidity 


of a state bank and 
the leading role 
played by WestLB 
On this sound foun- 
dation, WestLB suc- 
cessfully combines 
classical products 
with innovative 
solutions, applying 
the right mix of 


idee SY ws 


state-of-the-art 
technology and 
personal creativity 
Thats why WestLB 
rightfully belongs 

at the top of your 
shortlist — from Cor 
porate Finance and 
Investment Banking 


to Treasury. And 


with a global net 
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from Düsseldorf t 
New York and from 
Tokyo to Toronto 
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international finance 
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this transaction and 
as financial advisor to 
Friedrich Christian Flick. 


RJR Nabisco, Inc. 


has sold the assets of 


CHUN KING 


to a joint venture formed by 


Yeo Hiap Seng Limited 


and 


Fullerton (Overseas) Holdings 


Private Limited 


We acted as financial advisor to 
RJR Nabisco, Inc. in this transaction 
and assisted in the negotiations 


Merrill Lynch Capital Markets 
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Schering-Plough Corporation 


has sold its wholly-owned subsidiaries 





Rimmel International Ltd. 


and 


Chicogo GmbH 


to 


Unilever PLC 



















We acted as financial advisor to 
Schering-Plough Corporation in this transaction 
and assisted in the negotiations 
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STET — Società Finanziaria 
Telefonica p.a. 


and 


American Telephone and 
Telegraph Company 





have agreed to exchange 20%, of the shares of their 
subsidiaries ITALTEL -Società Italiana 
Telecommunicazioni s.p.a. and AT&T 

Network Systems International 











We acted as financial advisor to 
STET -Società Finanziaria Telefonica p.a 
in this transaction and assisted 
in the negotiations 
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г The ABN ranks among the top international banks. 
position we have not reached by aiming at incidental 
1cial successes. 

Because a healthy, lasting relationship can simply 
ver be based solely on offering slightly cheaper loans. 

|... Our prime concern is to understand the client's 
tuation. By being more than just a financial partner, the 
ABNis able to offer surprising financial solutions, evenin dif- 
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ficult situations, and in this way build relationships with its 
clients that are characterized by mutual respect and trust. 
Not only today, but also far into the future. 

Something which is made possible by a network of 
almost 1,000 offices spread over 44 countries. A network 
that gives the ABN access to specialized knowledge of local 


markets throughout the world. р 
Which is why the ABN holds its own with the world's - 









WITH MONEY. 


most important banks. And why renowned multinationals This then is the firm foundation on which the ABN 

and large local companies operating internationally avail ^ builds solid relationships with large numbers of inter- 

themselves of our know-how. national enterprises. Because a bank that knows the world, 
For day-to-day banking services such as electronic automatically becomes known throughout the world. 


banking and netting, of course. But particularly also for 

specific projects, which may run from leveraged-lease air- REN Bank 

craft financing to co-generation energy projects. And from 

complex swaps to off-shore loans. AWORLD OF UNDERSTA NI JING. 


| GREECE, HONG KONG, INDIA, INDONESIA, IRELAND, ITALY, JAPAN, KENYA, KOREA, LEBANON, LIECHTENSTEIN, LUXEMBOURG, MALAYSIA, MOROCCO, NETHERLANDS, NETHERLANDS ANTILLES, 
EMIRATES, UNITED STATES OF AMERICA, URUGUAY, VIRGIN ISLANDS. HEAD OFFICE, 32 VUZELSTRAAT, AMSTERDAM, THE NETHERLANDS. TELEPHONE [31-20] - 29.32.49 / 29.40.90/ 29.32.22. 
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Uncömmon 
Expertise 


To us, 
tS a picture of 
opportunity. 


If all you see is a common map you тау 
be missing an uncommon opportunity. In 
Europe, the opportunities have never been 
greater. The possibilities never more exciting 
The need to have Manufacturers Hanover 
on your team never more important 


With Manufacturers Hanover offices 
located in financial centers throughout 
Europe, you can have a network of 
professionals putting their skills to work for 
you. Experts in advising and struct uring 
mergers, acquisitions, buyouts, buy-ins, and 
recapitalizations stand ready to assist you 
with local business knowledge enhanced by 
instant global access. We can help you find 
new sources of capital in markets through 
out the world or commit our own. To 
achieve your financial objectives, we put 
our expertise in interest rate and currency 
exposure management to work for you. 
With Manufacturers Hanover, the experts 
you need, anywhere, are right by your side. 


We're ready to explofe opportunities with 
you. Contact your local Manufacturers 
Hanover office. 


Barcelona, Bilbao: Duesseldorf, Frankfurt, Hamburg. Ista 
Lisbon, London, Madrid, Milan. Munich, Oslo, Paris, Porte 
Stockholm, Stuttgart, Zurich 


Manufacturers Hanover Trust ( отрапу and Manufacturers Hanove 
© 1989 Manufacturer Hanover Al) Rights X 





SPREADING OUR WINGS WORLDWIDE. 


Of all the banks in Turkey there 
is only one full service financial 
institution; only one bank that offers 
its customers the complete range of 
banking services. That bank is Yapı 


Since its foundation in 1944, Yapi 
Kredi has continually set the pace 
for its domestic competitors. It was 
the first Turkish bank to design loan 
schemes for its customers. The first 
to make credit cards available. The 
first to introduce 24 hour banking 
through automatic 
teller machines 

lt has 
Turkey's leading 


become 


DUISBURG 





HAMBURG 


P 





MUNICH 


player in the Capital Markets, with 
a 9896 increase in sales volume in 
1988. Total assets, dey osits and profits 
all showed substantial increases in 
the same year, while shareh« ders 
equity almost doubled. On the over 
seas side it plays a key role in the 
economy, financing almost one sixth 
of its country’s foreign 
trade, and leading the 
field in the foreign 
exchange market 

Like the stork of its 
corporate symbol, Yapt 
Kredi has also spread its 
wings inter 
nationally. It 
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MOSCOW 


has a strong correspondent relation 
ship with over 500 banks worldwide, 
and its own offices in many of the 
world’s key financial centres, in 
ding New York, London, Frankturt, 
Bahrain and Moscow 

So if your business takes you to 
Turkey, Yapi Kredi is the bank to con 
tact. A bank inspired by a corporate 
philosophy that puts the customer 
first, and one that is fully equipped 
to take its place amongst the world's 
great financial institutions 


YAPIN€ KREDI 


A dedication to deliver. 
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LONDON 


NEW YORK 








WEST BERLIN 


YAPI KREDi FINANCIAL SERVICES INCLUDE TREASURY, CAPITAL MARKETS, FOREIGN TRADE FINANCE, LEASING, PROJECT FINANCE, AND PRIVATE BANKING. FOR A COPY 
OF ANNUAL REPORT 1988 AUDITED BY ARTHUR YOUNG & CO., CONTACT TAYFUN BAYAZIT, EXECUTIVE VICE PRESIDENT OR IZZET PEKARUN, PHD, EXECUTIVE VICE 
PRESIDENT, ISTIKLAL CADDESI 285, 80050 BEYOGLU, ISTANBUL, TURKEY. PHONE (1) 144 18 63, FAX: (1) 144 89 96, TELEX 24 166 YAPM TR, CABLE: FORKREDI-ISTANBUL 


YAPI KREDI HAS REPRESENTATIVE OFFICES IN FRANKFURT, DUISBURG, HAMBURG, KOLN, MUNICH, STUTTGART, WEST BERLIN, ZURICH, NEW YORK, MOSCOW AND LONDON 
PLUS AN OFFSHORE BANKING UNIT IN BAHRAIN, 
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the border once cap ntrols are finally lifted. 
Despite the unfinished business, however, capital 
markets that learnt to run before they walked have 
stumbled amazingly little. 











Where angels tread | 
Other countries have tried to follow France, break- 
ing down the barrier between banks and brokers 
and choosing order-driven computer-trading sys- 
tems. Belgium brought in its own version of Toron- 
to's CATS in January 1989, only to see it pack up 
completely under an avalanche of orders during last 
October's crashlet. “Belgium is isolated from the f- 
nancial planet," said Le Soir plaintively on October 
18th. It is Spain that has had greatest success so far 
with French-style deregulation. 

Continuous trading was started in the Spanish 
capital in April 1989, and almost one-half of the 
Madrid Stock Exchange’s business is now con- 
ducted through it. Within two months of el Big 
Bang on July 29th, two-fifths of Spain’s newly con- 
stituted stock-exchange companies had taken out- 
side partners, including all Spain’s big banks, sev- 
eral savings banks and insurance companies, and 
foreign firms J.P. Morgan and Bzw. Though non- 
Spanish financial firms, sobered by losses in Lon- 
don and the small size of the Spanish market, have 
been slower and meaner in Madrid than they were 
in Paris, Spain continues to attract them. Mr Pedro 
Guerrero, the new president of the Madrid Stock 
Exchange, plans to strengthen information services, 
push faster to improve settlement and nail down 
Madrid's first foreign listing. 

Less happy are ltaly's stockmarkets. They re- 
vived dramatically in the early 1980s. Share issues 
became a bigger source of business finance, and a 
new law permitted the rapid growth of mutual 
funds. Removal of most capital controls encouraged 
a sharp increase of investment flows both into and 
out of Italy. 

But plans to modernise the Milan Stock Ex- 
change—roughly along French lines—have been 
held up in the Italian parliament for four years. 
With only one-fifth of London's market capitalisa- 
tion, fewer quoted companies than Madrid, open- 
outcry trading, a reputation for manipulated opac- 







ity and a settlement system which until recently was 
Euro-legendary for its awfulness, the Milan Stock 
Exchange badly needs to change. Two-thirds of Mi- 
lan’s market capitalisation is controlled by a hand- 
ful of family holding companies, beginning with the 
Agnellis’ Fiat. Government paper floods the mar- 
ket; public debt was 95% of cpp last year. At least 
three-fifths of equity trading is said to be done on 
the unregulated interbank market. 

It should not be this way, nor will it be for ever. 
Italians save more than anyone else in Europe ex- 
cept the Portuguese. Big Italian companies are 
among Europe’s most dynamic. Mergers and acqui- 
sitions are booming, not only vast deals like Nestlé’s 
purchase of a food company, Buitoni, from Mr 
Carlo De Benedetti’s cir, but also among the 
closely held family companies whose founders are 
retiring. Many foreign financial firms—including 
Deutsche Bank, which bought Bank of America’s 
Italian operations in 1986, and Midland Bank, 
which bought into Euromobiliare in 1988—expect 
Italy to provide some of Europe’s biggest new 
opportunities after 1992. 

Settlement in Milan has been improved, an or- 
der-routing system now connects the Italian ex- 
changes, and a controversial new computerised 
trading system has been developed, Unless banks, 
brokers and politicians can agree on structural and 
regulatory reforms fairly quickly, however, there are 
dangers that the market will just melt away. Foreign 
investors are becoming fed up with Milan, and com- 
panies like Pirelli, a tyre-maker, are migrating to 
other centres to raise new capital. 

France is the model that most inspires reform in 
many of Europe’s smaller financial systems. The 
French themselves attribute some of the recent suc- 
cess of their markets to the fact that West Germans 
have been slow to update theirs. French-franc con- 
tracts on MATIF, for instance, attracted investors 
anxious but unable to hedge D-marks and villing to 
settle for an EMs proxy. That will have changed with 
the launch of D-mark contracts on both LIFFE and 
MATIF last spring. Án even bigger change is what 
appears to be official Germany's new commitment 
to internationalising its hitherto pokey financial 
markets. 





Finanzplatz Deutschland 


«A GOOD deal has been done of late to en- 
hance the attractiveness of the German fi- 
nancial market," Mr Karl Otto Pöhl, head of West 
Germany's central bank, said in a speech in June. 
"But is that enough? Where do we stand in relation 
to the efforts being made in London and Paris? If we 
measure ourselves by the standards which are re- 
quired, we cannot but concede that we ate lagging 
behind." : 
Since he spoke, useful steps have been taken. 
The law has been amended to permit a new futures 
and options exchange, the Deutsche Terminbórse 
(DTB), and this is expected to open in January 1990. 
A new interbank information system, IBIS, will sup- 
ply the prs and a wider audience with the prices of 
14 blue-chip shares in which banks have up to now 






been dealing with each other by telephone. Next 
year the information system will become an elec- 
tronic market. If 1815 negotiates a home under the 
roof of the Frankfurt Stock Exchange, that may 
prove the basis for resolving the sensitive problem 
of how to integrate and modernise the country’s 
eight regional exchanges. 

Financial change in West Germany has been 
slowed down by three factors. The first is the 
Bundesbank’s concern for the sanctity of the D- 
mark and its resistance to new instruments and 
practices that look likely to weaken its control over 
the money supply. The second is the division of au- 
thority where secondary markets are concerned. It is 
not like France, where a finance minister decides 
how to move and the pieces fall almost immediately 














Savers are pushing 
the system towa 
securities 
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banks on IBIS 


into place. German stock exchanges are regulated 
by the Länder in which they find themselves. The 
finance ministry has an interest and so does the 
Bundesbank. Their views rarely coincide for long. 

The third is the particular bond between West 
Germany's universal, all-purpose banks and busi- 
ness. As in Japan, Germany's big banks were equal 
partners in the development of industry both before 
the second world war and in rebuilding its factories 
and bombed-to-bits housing afterwards. Germany's 
ten biggest private-sector banks alone hold some 
DMI.7 billion-worth of shares in German compa- 
nies. Their influence is greater still because they of- 
ten speak for additional shares for which they are 
custodians. A representative of the Hausbank sits 
on most big companies' supervisory boards. 

German companies are not market-minded 
when it comes to financing, partly because they fear 
the takeover frenzies that so conspicuously sweep 
other countries’ quoted companies. The market 
capitalisation of all German exchanges together is 
only 20% of GDP, on Morgan Stanley's figures. That 
compares with 51% in America and 132% in Japan, 
the world’s other economic powerhouses. Though 
more companies are coming to the market, the pace 
of 3% or so a year is hardly heady. 

Risk-averse individual investors have similarly 
shunned what few equities there were, preferring 
bonds or banks (chart 8). Savings accounts total 
more than share-market capitalisation. Only one 
German in 13 owned equities or mutual funds four 
years ago, though more do now. Banks are direct 
members of the stock exchanges. 

Official policy has been liberal on capital con- 
trols, conservative on financial innovation, cautious 
on foreign competition. Only in 1985 were instru- 
ments like zero-coupon bonds and floating-rate 
notes permitted. In that same year foreign-owned 
banks resident in Germany were allowed to lead- 
manage D-mark bond issues and two years later to 
participate in government bond syndicates. Money- 
market instruments are still not permitted and Mr 
Póhl gave a clear indication in June that he does not 
yet see them on the horizon. 

One reason that officials now seem disposed to 
move forward cautiously again is that the volume of 
D-mark-denominated assets traded abroad is in- 
creasing: shares of German companies in London, 


fell farthest this time 


ckmarket crashes, % decrease over previous close 








financial derivatives in London and Paris. More of 
large German companies’ share capital is held by 
foreigners than that of any other big industrial na- 
tion, says Mr Riidiger von Rosen, who is executive 
vice-chairman of the Federation of the German 
Stock Exchanges. 

Another reason is Brussels. Financial products 
will be selling across borders anyway before long, 
including money-market funds that will undoubt- 
edly raise the cost of deposits to the banks. A third 
is the changing profile of the German population. 


West Germany’s wall of money 

For the first time this century Germans are inherit- 
ing wealth, and quite a lot of it. Personal savings 
(13.6% of disposable income in 1988) are outstrip- 
ping the need to provide for education and housing. 
Growing discontent with the state’s pension system 
has made people anxious to see the capital value of 
their savings grow. 

Bankers say that there are more than DM500 
billion ($185 billion) in savings accounts alone that 
belong to people who are 60 years old or over. A 
new yuppy generation is less security-conscious than 
its parents and less happy with 2-3% interest on 
bank accounts. At the margin there is a drift from 
long-favoured fixed-income stocks to equities. More 
than one-fifth of German shareholders are under 30 
years old. 

At last, it seems, German savings will find their 
way to the stockmarkets, directly and indirectly. In- 
dividuals have been buying more insurance too. In- 
surance companies, which in the past usually 
bought special unmarketable bank bonds, are now 
beginning to invest in other securities, using 
spealised funds set up to do so. In 1988 there were 
1,200 such funds in existence, as well as 200 ordi- 
nary ones open to the public. 

But “our stock-exchange structure is primitive, 
old-fashioned and customer-averse”, says Mr Rolf 
Breuer, member of the board of managing directors 
of Deutsche Bank and a promoter of iis. In Frank- 
furt open-outcry trading takes place only between 
11.30 in the morning and 1.30 in the afternoon. 
Specialists match buy-and-sell orders for the 131 
banks (60 of them foreign) which are members of 
the exchange. Out of hours, the banks deal mainly 
with each other. 
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“Turkey is opening up to investment from international 
. corporates. The rule book has been simplified and red 
s tape stripbed away." 












. (EUROMONEY, Corporate Finance, June 1989) 






The rule book has been simplified and we believe that now, more than 
ever, a more informed, more flexible and more innovative approach to 
banking services is needed in Turkey. 


In short, the new era demands a bank that has all the resources 
necessary to concentrate on investment banking. 


Our corporate finance advisory service covers sector studies, joint 
ventures, privatisations, mergers and acquisitions. From our offices at 
the Istanbul Stock Exchange the Tekstilbank Equities Unit provides full 
brokerage, fund management, research and custody services for 
institutional portfolio investors. 


Our strategy to specialize іп investment banking has enabled us at 
Tekstilbank to provide the flexible and innovative banking services now 
regarded as crucial to major business transactions in and with Turkey. 
Our clear understanding of the local environment, our ability to use 
state-of-the-art banking techniques and to draw support from a 
world-wide correspondent bank network have been essential to our 
clients’ sophisticated needs. 




















For more information on investment in Turkey, please contact Mr. Sinan Arsianer, Head of investment Banking. 
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-Teşvikiye Cad. 144, Tesiikiye 80200 istanbul, Turkey 
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THERES A SIDE TO 
NOMURA KNOWN ONLY 
TO A VERY FEW. 

А PRIVATE SWISS BANK 
WHICH CAN DRAW ON 
NOMURAS WORLDWIDE 
RESOURCES. 

Ir GIVES US A VERY 
SPECIAL ABILITY TO 
IDENTIFY OPPORTUNITIES 
AND MINIMISE RISK. 
THUS, WE NOT ONLY 
PRESERVE YOUR WEALTH, 
WE BUILD ON IT. 

AND, IN THE TIME- 
HONOURED TRADITIONS OF 
SWISS PRIVATE BANKING, 
YOU'LL FIND OUR 
CONTINUITY OF SERVICE, 
OUR DEDICATED PERSONAL 
APPROACH AND OUR 
DISCRETION IMPECCABLE. 
Ar NOMURA BANK 
(SWITZERLAND) WE LOOK 
UPON OUR RELATIONSHIP |. 
WITH OUR CLIENTS AS A 
VERY PERSONAL MATTER. 
А RELATIONSHIP WE 


MAKE SURE WILL FLOURISH. 


NOMURA 


Personal Private Banking 


NOMURA BANK 
(SWITZERLAND) LTD. 


ZURICH - BAHNHOFSTRASSE 71. 
8023 ZURICH. TEL: (01) 2199111. 
GENEVA - 10, QUAI DU SEUJET. 
1211 GENEVA 11 TEL: (022) 7324646. 
LUGANO - VIA PRETORIO 9. 


«X THE NOMURA SECURITIES COMPANY LTD. 1-9-1. NIHONBASHI, CHUO-KU, TOKYO 103 JAPAN 6900 LUGANO TEL: (091) 231383. 


Issued by Nomura Bank (Switzerland) Ltd. and approved for circulation in the U.K. by Nomura International Limited, a member of TSA. 
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In the smaller crash of October 16 1989 the 
Frankfurt Stock Exchange fell harder than ever in 
its history, harder than any other big world bourse 
(chart 9 on previous page). The slightly longer crisis 
hours it then kept were not long enough to hear 
good news from New York supersede bad. Ordinary 
investors had no idea what was happening in the 
interbank market; they had no way of guessing that 
prices were not poised to repeat the disastrous slide 
of two years earlier. And so those that lost by selling 
late in 1987 lost again by selling early in 1989. Popu- 
lar confidence in the stockmarkets has been badly 
shaken. 

There is consensus now on the need to reform, 
less so on how. The logical solution is to incorporate 
the banks’ 1815 within the Frankfurt exchange, 
which already does over half of the country’s stock- 
exchange business in shares and about three-quar- 
ters of it in bonds. Rivalry among the exchanges 
complicates that solution. So do the fears of the 
about-to-be-ex specialists. A decision is likely within 
months, 

Will the Frankfurt Stock Exchange catch up 
with Paris or London? Mr von Rosen, a former cen- 
tral banker whose difficult job now is to whip the 
stock exchanges into efficient line, thinks that the 
country’s underlying economic strengths will bring 
business back to Finanzplatz Deutschland, the Ger- 
man financial marketplace, once the stockmarkets 
are sorted out. 

West Germany already has one of Europe’s 
most efficient settlement systems. The new German 
futures market plans to offer towards the middle of 
1990 a contract in German government bonds like 
the one on offer in London. “We can certainly com- 
pete with LIFFE in time. There is а lot of underlying 
business here,” says Mr Gerhard Eberstadt, deputy 
member of the board of managing directors of 
Dresdner Bank. "It all depends on the price." And 
on the attitude of the Bundesbank's Mr Póhl, who 
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for all his uneasy suspicion that his country is being 
left behind seems unwilling to risk the stability of 
the D-mark and low inflation by going for fast finan- 
cial liberalisation—unless that is shown to be the 
price of securing an eventual European central bank 
for Frankfurt. 

The Germans seem more sceptical than the 
British or the French about the impact of the inter- 
nal market on financial matters (monetary union is 
another story). Yet their big financial firms have 
probably more to gain from it than anyone. With 
the greatest resources of any EC competitors, they 
can afford to buy market share around Europe. 
Deutsche Bank, for example, has acquired or in- 
creased its stake in banks and merchant banks in 
Italy, Spain, Portugal and Holland, and late in No- 
vember it made an agreed bid for the British mer- 
chant bank, Morgan Grenfell. 

German universal banks are not unassailable. 
Niches are being carved from their monolith at 
home: in independent portfolio management, in 
venture capital, in private banking. But for all its 
liberal laws, many outsiders have found West Ger- 
many a harder place in which to set up a serious 
business from scratch than almost any other. That 
should change from 1993, but perhaps not all that 
much. It is customary rather than legal barriers to 
competition that are the toughest to pull down. 


The little liberals 


If foreigners find West Germany too difficult, they 
find Holland almost too easy. Amsterdam is one of 
Europe's oldest financial centres and is still one of 
its most international. Half of the companies listed 
on its stock exchange are foreign. Non-Dutch inves- 
tors hold two-fifths of the market capitalisation of 
Dutch shares and usually end up buying around a 
third of new government bond issues. 

Yet turnover in Dutch securities has slipped 
away from Holland to bigger markets elsewhere. Up 
to half of all trading in government bonds now takes 
place in London, on one estimate. The Amsterdam 
Stock Exchange is sliding down the European 
league table. The European Options Exchange 
there is struggling to hold its own against London 
and Paris. The Dutch now want their business back. 

A task force of the Dutch financial world’s great 
and near-great has launched a programme to make 
Amsterdam more competitive. They want to re- 
claim the guilder market and develop areas like 
trade finance, venture capital and, less likely, finan- 
cial processing and the ecu market. The means in- 
clude improving infrastructure (London take note), 
getting rid of the recently reduced transactions tax, 
and continuing to modernise trading and settle- 
ment systems. 

Except, perhaps, in bonds it will be hard for 
Amsterdam to do much more than stop the slide, 
for all its praiseworthy efforts. The hope for Hol- 
land's financial future lies more in its firms—out- 
ward-looking banks like Amro and Rabobank— 
than in its fixtures. 

Not so little Luxembourg, lightly taxed, lightly 
regulated and offshore in all but location. It has 
modest goals and is likely to achieve them. It wants 
to grow in the interstices of a united Europe, build- 
ing on its established strengths: the Euromarkets, 
private banking, fund management, securities pro- 
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National 
stockmarkets 
which today are 
fighting will be 
interlinked 


tomorrow 


cessing. At the end of 1988 over 16% of all Euro- 
bond issues had Luxembourg participants in the un- 
derwriting syndicates and 67% were listed on the 
Luxembourg Stock Exchange. 

Investment funds are also likely to do well in 
Luxembourg. A new law in 1988 established a co- 
herent framework for collective invesment, pro- 
vided for the creation of “umbrella” funds (which 
allow investors to switch between funds without 
paying capital-gains tax) and incorporated EC provi- 
sions that now let the funds be marketed through- 
out Europe. The total assets of investment funds in 


the Grand Duchy doubled to $10.5 billion between 
1986 and 1988 and look set to increase as more fund 
managers set up shop there. If they are looking else- 
where, Ireland may be an increasingly keen rival in 
the field. 

European stock exchanges will soon be techno- 
logically all dressed up with nowhere to go. Holland, 
West Germany, France, Britain and the others are 
modernising country-by-country, with little thought 
for their neighbours except how to beat them. The 
next question is whether they can be linked into a 
single European market, and if so, how and where. 
2 





One market or many? 


R ANDREW HUGH SMITH, chairman of 
London's International Stock Exchange, had 
a dream last May. It was of a screen-based secondary 
market organised on a European scale, on which se- 
curities houses in all the financial centres of the Eu- 
ropean Community could trade in the securities of 
its biggest publicly quoted corporations. If others 
would not co-operate in building a European equity 
market, London would do it on its own, he warned, 
using SEAQ International as a starting point. 

France's Mr Régis Rousselle promptly had a 
slightly different dream, not of a free-standing SEAQ- 
like European market but of a network of national 
bourses. He likens his vision of a "unified European 
list” of 200-300 stocks to the interlinking of Ameri- 
ca's many stockmarkets. The prices of Europe's 
blue-chip companies would be quoted in a sort of 
Eurotier on different exchanges. Trades would 
most likely be settled through a co-operative link 
among stock exchanges and depositories. 

The advantages of some sort of single European 
trading system for larger companies’ shares are 
clear. The Community has 40 different stock ex- 
changes now, many of them already linked by com- 
mon members, companies listed and investors. 
They operate in different ways, some by open out- 


# 
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A single European list. . . 


cry, some on screens, with competing market-mak- 
ers, or specialists, or order-matching. There are also 
dozens of different types of shares—bearer, regis- 
tered, non-voting. Settlement takes from two days 
to one month in the various exchanges. In perhaps 
half the EC's dozen countries, enough trading takes 
place off the formal exchanges to compromise the 
quality of central-market prices. 

The French are cross that so much trading in 
French shares is done in London. So are the Dutch 
and the Germans. Mr Póhl as good as said that West 
Germany would not take Mr Hugh Smith's “aggres- 
sive strategy” lying down. Yet financial exchanges 
are one area where competition does not make 
much long-term sense, as Mr Günther Bróker, head 
of the financial-markets division of the OECD, 
points out in an excellent new study*. Scale is espe- 
cially necessary for efficient financial markets: li- 
quidity is, if not all, quite a lot. Competing trading 
systems are about as sensible as competing highway 
networks: they are means, not ends. 

Europe’s hodgepodge puts off investors from 
other countries. A useful survey of cross-border eq- 
uity trading by Salomon Brotherst seemed sur- 
prised that Americans, who committed $6.8 billion 
of equity capital to Europe in 1988, were not invest- 
ing more. Nor were the Japanese, who invested less 
than $2 billion there. Could this be one reason? 
“Listed companies are so limited in number in Eu- 
rope compared to the United States that it needs a 
single market or a linked one,” says Mr Yoshio 
Osawa, managing director of Industrial Bank of Ja- 
pan International. "Currencies and settlement 
present a big problem." 

Issuers too are hobbled by the proliferation of 
exchanges. Governments realised this when they 
began to privatise, and they sold tranches of their 
newly issued shares abroad. As corporate Europe re- 
structures for 1992, companies need to raise more 
capital. Big firms in countries with small stockmark- 
ets cannot do it locally. Though Euroequity issues 
have begun to leap national fences as Eurobonds 
did long ago (chart 10 on next page), it would be 
easier if there were a secondary Euromarket to trade 
them on. And many companies want the higher 
price/earnings ratios and greater trading liquidity 





*Giinther Broker: Competition in Banking; OECD, 1989. 
+Michael Howell and Angela Cozzini: International Equity Flows; 
Salomon Brothers, 1989. 
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that their competitors in the same sector get 
elsewhere. 

Intermediaries are a third victim of lack of co- 
ordination among stock exchanges. Profits are 
scarce enough in a deregulating business overrun 
with capital and competitors. Firms must also buy 
and run equipment to interact with different in- 
formation, trading and settlement systems. “The 
costs of a fragmented European equities market are 
bankrupting the industry,” says Mr Hans-Joerg 
Rudloff, deputy chairman of Credit Suisse First Bos- 
ton (CSFB). 


Only co-operate 
Beneath the rhetoric, many officials in Europe have 
come to realise that a degree of co-operation 
is required. Financial futures offer perhaps the 
clearest example. London's LiFFE introduced a 
three-month D-mark interest-rate contract in April 
1989. Volume sagged when France’s MATIF 
launched virtually the same contract in May, 
though by October LIFFE still seemed to have the 
lion's share. The moral of the story, drawn first by 
the markets’ members, is that liquidity is more im- 
portant than prestige. 

When later, on October 26th, ЕЕЕ launched 
the world's first ecu future, a three-month interest- 
rate contract, it had already talked to MATIF. The 
French decided to hold off on a short-term contract 
but put down a marker for a possible ecu bond con- 
tract later. Lest the exchanges tread on each others' 
toes after all, they have discussed attempting a mu- 

arrangement to help the two markets 
function as one. “In practical terms it is hard to 
come to an agreement, and not desirable either," 
says Mr Michael Jenkins, LiFFE's chief executive. 
"But we are both conscious that it is all very well to 
compete but we have to look at what the ultimate 
end-users want. That is liquidity." The plot will 
thicken next year when West Germany's new fu- 
tures exchange offers its own D-mark bond 
contract. 

In September the Federation of Stock Ex- 
changes in the EC, of which both London and Paris 
are members, agreed to create an electronic network 
to disseminate price and other information fed from 
all the national exchanges. The agreement repre- 


sents more than it rather vaguely seems. 
The issue of national versus supranational share 
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listings has got caught up with the issue of single 
central markets versus multiple electronic dealing 
systems. Europe's stock exchanges are pulling to- 
gether under the threat that informal screen- 
networks will put them out of business altogether. 
There is nothing new about the threat: Reuters and 
Telerate have been looming for years. The Germans 
were startled, however, by the speed with which 
their banks' iBis network developed. And the Brit- 
ish, who had been talking with America's over-the- 
counter NASDAQ about developing an electronic 
market together, eventually chose to give priority to 
consolidating their position in Europe with 
Europeans. 

One problem with forging a single European 
stock exchange is that there is not a single European 
trading system. "The big question is whether the 
market is order-driven or market-making,” says Mr 
Dominique Hoenn of Paribas. "Both have their 
points. London works well for wholesale orders. 
The other system is better for the petit publique." 
Deutsche Bank's Mr Breuer is blunter. “SEAQ Inter- 
national does not have the capacity for this. The 
system in London did not function well in 1987. 
The market-makers were not there and their mar- 
gins broaden too much under pressure.” 

Yet stark differences between price- and order- 
driven trading systems are blurring in practice. Mar- 
kets are realising that they need both. The Paris 
Bourse has amended its order-driven system to per- 
mit market-making in large block trades; London is 
considering instituting a public limit order book, a 
centralised system that would stockpile customers' 
orders and execute them as the market moves to the 
limit prices indicated. Mr Stephen Raven, head of 
the London stock exchange's 1992 committee, 
thinks that a quote-driven system like SEAQ could be 
redesigned to have CATs-like overtones. 

Another problem is settlement, the black spot 
of European securities. No fewer than three recent 
reports have highlighted the inadequacies of Eu- 
rope's unco-ordinated settlement systems, thrown 
into stark relief by the crash of 1987. In the end 
most exchanges have accepted the targets of the 
Group of 30 for overhauling their systems and those 
of the International Federation of Stock Exchanges 
for interlinking national central-depository systems. 

Until they do, "settlement arbitrage ""—the mi- 































































gration of trading to the exchange that settles most 
quickly—may increase. Mr Rüdiger von Rosen is 
convinced, for example, that Frankfurt did so badly 
on October 16 1989 because foreigners sold heavily 
there in preference to other exchanges because they 
knew they could get their cash within two days. 
(That is not quite how it seemed in London, where 
trading in German shares on SEAQ International 
virtually quadrupled that day.) 

Europe may in the end see Mr Rousselle's sort 
of pan-European trading, Mr Hugh Smith's sort, or 
neither. Though national sovereignty is on the way 
out, it is less clear what is on the way in. There is 
little consensus these days on the importance of a 
single central market, either within countries or 
among them. 

In theory a central market is more liquid, trans- 
parent and easily regulated than a host of competing 
ones. Liquidity is the main concern of large institu- 
tional investors who want to do big deals; transpar- 
ency is the chief concern of retail customers who do 
not want to be cheated. In practice liquidity and 
transparency are often trade-offs. 

The quality of central-market prices is the other 
consideration. The greater the volume of business 
through a market, the less erratic its prices will be as 
a fair indicator of value. That would appear to mat- 
ter more to a retail investor, who usually has no 
source of information other than the market itself, 
than to a heavily tipped institutional investor who 
can profit from market imperfections. Yet as institu- 
tions come to rely on hedging their market exposure 
through futures and options based on central-mar- 

ket prices, the quality of that underlying price is be- 
coming more important, as Mr Herschel Post, presi- 
dent of Shearson Lehman Global Asset 
Management, points out. 
It would be futile to try to roll back through 
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regulation the electronic fragmentation of ex- 
changes now. Even if one could, "the problem is 
that transaction costs on exchanges are expensive,” 
says Mr David Walker, chairman of Britain's sip. “I 
am not sure that by protecting the exchanges we 
aren't losing more business through high transac- 
tion costs than we gain by liquidity.” The chances 
are that in the long run, however, the need for li- 
quidity, high-quality prices and a common body of 
accepted dealing procedures will help some sort of 
central market to emerge. 


Capital city 

Competition between national stock exchanges is 
part of the broader rivalry between financial cen- 
tres. Markets may be moving to computer screens, 
but traders still have to plug them in somewhere. 
"They are all ganging up on London," says one 
close British observer. London has a long lead, but 
other centres are improving faster. 

London is still Europe's financial centre for 
most things. Britain's share of the world's interna- 
tional banking assets is 1996, against France's 796 
and West Germany's 496 (chart 11). London does 
more foreign-exchange trading than any city in the 
world (Zurich is the next biggest in Europe). Almost 
three-quarters of new Euromarket issues originate 
in London. Yet the City of London's invisible earn- 
ings dropped by 15.596, to $7.4 billion, between 
1987 and 1988, leaving them lower than in 1986 
(chart 12). 

That may prove no more than a post-crash blip, 
but London is losing ground to other financial cen- 
tres. Though foreign-exchange trading in London 
doubled between 1986 and 1989, trading grew 
faster in New York and Tokyo. More international 
lending is now done from Japan than from Britain. 
The business of which London is still undisputed 
master, Eurobonds, is deeply unprofitable. And 
even that market could go west, if America were to 
change some of its regulations and tax laws. Or, in- 
deed, east, if Japan moves faster to liberalise its do- 
mestic markets; most of the issuers and many of the 
intermediaries in the Euromarkets are now Japa- 
nese. This does not affect London's standing within 
Europe immediately. In finance, however, the more 
business you have, the more you get. London is be- 
coming a little less magnetic. 

Much of its attraction has been that of a loosely 
ruled offshore island surrounded by a sea of conti- 
nental constraints. It is natural that as other coun- 
tries reform, they should win back home-grown 
business, and the people to handle it. The financial 
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brain-drain from the continent to Britain of the 
1960s is now going into ‘reverse, points out Mr 
Rudloff of CSFB. London itself is becoming more 
regulated at a time when the rest of Europe is knock- 
ing off its shackles. In the long run the level of Brit- 
ish regulation relative to that of other EC financial 
centres is likely to determine its competitiveness. 

“That leaves cost, and the quality of services. 
Тош. rents and salaries are higher in London 
than in most other centres, they do not, apparently, 
constitute serious obstacles. Many firms complain 
about the cost of regulation—which may total 
£50m in 1989, counting the firms’ internal costs of 
compliance—but the burden in other centres is 
likely to increase more steeply than London’s as 
‘they gear up in the future. As for dealing costs (see 
table on previous page), investors in the European 
Community can do big trades most cheaply in Lon- 
don, small ones in West Germany—just as one 
might expect. It is now probably the quality of ser- 
vices, and especially of securities settlement, that is 


London's biggest handicap as a financial centre. 

The European single market itself has pluses 
and minuses for London. Once the Second Banking 
Co-ordination Directive lets banks do throughout 
the Community what they can now do only in Lon- 
don, some may not want such a large presence in 
Britain. London will still be attractive to financial 
institutions from third countries which want to get 
their hands on the "banking passport" that will 
open the rest of the Community to them. Most of 
those likely to be interested are already there, how- 
ever. 

The real kicker could prove monetary union. 
Most financial people believe that multicurrency 
London can survive sterling’s refusal to join the Ems 
but would find itself struggling if a new European 
central bank were to go elsewhere. That would be 
especially true if it went to West Germany, whose 
strong economy alone entitles Frankfurt to a greater 
share of Europe's financial dealings than it now has. 
Until then, London will still lead —but by less. 
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-A single Europe 


NYONE reading recent headlines might be for- 
given for thinking that the single European 

шак in financial services had already arrived: 
@ Banco Bilbao Vizcaya exchanges branches with 
BNP. 
@ Dresdner Bank buys Banque Internationale de 
Placement. 
@ Crédit Lyonnais buys Credito Bergamesco. 
© Société Générale buys Britain's Touche Rem- 


nant. 
« @ Rabobank takes a stake in Banco Popular. 
Deutsche Bank makes an agreed bid for Morgan 
Grenfell. 
The list goes on. 

European financiers are finally treating Europe 
as a unit. It is not so long ago that only Americans 
and Japanese did that. So how will yesterday's lone 
pan-Europeans fare tomorrow? 

Most of them are wholesalers abroad, and 
hence out of the mainstream of 1992 change. Yet 
even here new opportunities are opening up. 
Merrill Lynch, an American. diversified services 
group, has linked with Société Générale in France’s 
new asset-backed securities: market, for example. 
Citicorp, which aspires to be a leading universal 
bank in Europe, reckons that financial firms like it- 
self which are already used to formulating strategy 
for Europe as a whole will get more joy out of the 
single market's level playing fields than most of its 
European rivals. 


There is concern as well that Europe-trotting EC: 
competitors will gain the edge. Mr Hans-Georg 
Engel, vice-president of J.P. Morgan in West Ger- 


many, points out that while branches of Commu- 
nity banks will be able to operate there from 1993 
on the basis of their parents’ capital, попЕС 
branches will still have to maintain “endowment 
capital” in Germany, which limits their volume of 
business. Japanese firms express similar anxieties. 
Yet, on balance, foreigners fear "fortress Eu- 
rope" less in finance than in. physical trade. The 
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question of reciprocity, or mutual access between 
Community and third countries, was the most con- 
tested issue in the entire debate on the Second 
Banking Directive. Those who wished to keep out 
banks from third countries which discriminate 
against EC credit institutions eventually accepted a 
less eye-for-an-eye compromise. The commission 
may ban foreign institutions but is not required to 
do so, and the Council of Ministers must approve 
the decision quickly. Negotiators on the new invest- 
ment-services directive were unwilling in October to 
accept this wording, but probably will in time. 

Europe’s newly unified financial markets will 
nonetheless belong mainly to the Europeans. There 
is no one type of firm that is going to make it in a 
united Europe, any more than there is in domestic 
markets. But logic, perhaps informed by wishful An- 
glo-Saxon thinking, suggests that the victors in the 
capital markets will be those who have made those 
markets their exclusive business in competitive con- 
ditions elsewhere. That means mainly British invest- 
ment banks like S.C. Warburg, perhaps also 
banques d affaires like France’s Paribas. It might in- 
clude bank/non-bank hybrids like Barclays’s BZW, if 
such firms can exploit their parents’ capital without 
succumbing to their deposit-taking-and-lending cul- 
ture. Lower overheads (people and capital) and 
greater expertise than the lumbering universal 
banks possess should allow them to charge less and 
make more, however. 

Why might those guesses be confounded? First, 
because playing fields will still have their little hills 
and dales: "Continental Europeans do not believe 
in level fields," says Mr Micha Spierenburg, manag- 
ing director of S G Warburg in France. "They do 
not play cricket and have no intention of learning it. 
The foreign firms that do best here will be those 
that learn to play their games their way." 

In countries where banks have a serious stake in 
industry Spain and West Germany for instance) 
foreign in investment houses may be called in for ad- 
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vice in high-profile deals but cannot really hope to 
challenge the locals in the capital markets. The Sec- 
ond Banking Directive limits bank shareholdings in 
non-financial companies to 6096 of bank capital 
overall and 1596 for each holding, again weakening 
an original and stricter draft after long and acrimo- 
nious debate. Things will not change much, how- 
ever, unless the Bis decides to tighten the rules. 

Another little bump in the playing field is the 
collection of regulations and tax incentives through 
which most countries manage to make national in- 
vestors buy national securities. West Germany's 
rules that its insurance companies must invest al- 
most entirely in German assets are one example; 
Britain's tax break for personal equity plans that are 
1596 invested in British shares is another. Foreign 
financial firms can, of course, sell French securities 
to French investors but they usually have trouble 
beating out French intermediaries. Until some of 
these rules change, the foreign securities houses that 
have found local firms with good distribution net- 
works as their partners have a clear advantage. 

The eminently practical “home-country con- 
trol, host-country rules” formula adopted by the EC 
to encourage financial integration is unlikely to level 
the competitive bumps overnight. British firms sell 
unit trusts through independent financial advisers 
and through newspaper advertisements. West Ger- 
many does not permit advertising that compares the 
performance of various unit trusts, and the banks 
are the most frequent sales points. Though the host- 
country rules are valid only if they are in the "public 
good”, proving in court that they are not is bound 
to be long and may be impossible. 

It is not just the less-than-perfect competition 
that could prove difficult for investment houses, at 
least for the newcomers; capital is a second con- 
straint. What provides the competitive edge in this 
business even more than in others is the cost of capi- 
tal and how much business it can lever from it. That 
is why the argument in Brussels over capital ade- 
quacy and liquidity ratios is no arid exercise. 

Investment banks have less capital to start with 


With a little help from my Friend? 





than their universal rivals, and are less able to with- 
stand prolonged unprofitability in securities mar- 
kets. Even bank-backed British securities firms have 
problems. Stockmarkets in Britain rate banks less 
highly than West Germany's and Switzerland's rate 
theirs, or than Spanish stockmarkets rate likely tar- 
gets. 

A third possible handicap for securities houses 
has to do with a shift in emphasis in the markets. In 
Europe savers are becoming more important than 
borrowers. There is less profit every day in going 
after the big corporate deal (except in the merger- 
and-acquisition business). There are always niches 
for those capable of clever engineering or spectacu- 
larly good portfolio management, and there must be 
traders somewhere who are earning reliable money 
at that nowadays. But the smart firms with big ambi- 
tions are those which are trying to interpose them- 
selves betweeen the growing stream of savings and 
the markets. That is where the profits will be made. 

The continental universal banks have always 
owed their strength to their placing power. But that 
game is changing, now that ordinary people are rich 
enough to invest too and hot money is more hotly 
pursued by co-ordinating taxmen. Merchant banks 
owed their strength to good links with institutional 
investors. Capturing the custom of institutions who 
invest other people's savings is good business, but 
capturing the institutions themselves is even better. 
The trend towards alliances between big banks and 
insurers (Dresdner Bank with Allianz, BNP with UAP, 
Lloyds with Abbey Life) is no accident. 

With deregulation, securities markets are get- 
ting more important and bank lending less so. Yet 
universal banks may well have the edge in securities 
too. It is becoming harder to define terms, however, 
for one result of greater competition in Europe 
(whatever the limits to it) is the gradual convergence 
of different styles of capitalism. The Anglo-Saxon 
market-based model, if there is one, seems to be 
changing faster than the Germanic bank-dominated 
one, if ditto. 

This is partly due to the changing role of banks 
in Britain and America. British banks now act as 
agents in just under half (by value) of individuals’ 
domestic-equity trading, compared with one-third 
just a year ago. British banks, like American ones, 
now routinely take on chunks of equity when they 
finance leveraged buy-outs. 

Practices in Anglo-Saxon securities markets are 
changing too. Tradeable equity is actually vanishing 
from the biggest capital market in the world. There 
was a net withdrawal of $200 billion in America last 
year, through management buy-outs, corporations 
fighting off takeovers, and the like. Private place- 
ments of new issues, bypassing the central market, 
have increased sharply. By contrast, though it may 
be a small one, the proportion of shares in house- 
holds’ wealth in most of bank-dominated continen- 
tal Europe is increasing, give or take the odd crash. 

All this gives grounds for thinking that a single 
market is on the way, propelled not only by the EC 
but also by changing attitudes and economic cir- 
cumstances. The magic date may not be 1992, but 
whether it is a few years or 15 years hence, it will 
happen. An evolutionary tide is in flood, and it can- 
not be stopped. 
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s a bank that has been providing 
personalized financial services to 
` industry and private individuals for more 
=» than 50 years, we know that a smile can 
do much to set people at ease and 
brighten up the atmosphere. If it is 
said that a smile is contagious, then | 
we want the whole world to smile | 
with us in creating a happier place | 
for everyone to live in. You'll fina 
a friendly smile waiting for you 
in our offices in the world's 
major financial centres 
We are at your service 








nip. A name you can bank on. 


e, " TAIYO KOBE BANK 
ч» Head Office: Kobe Headquarters: Tokyo, Kobe 
Overseas Offices: New York, Los Angeles, Seattle, Chicago, Cayman, London, Hamburg, Brussels, Singapore, Hong Kong, Seoul, Houston Atlanta. Toronto, Mes ) 
Frankfurt, Madrid, Manila, Jakarta. Bangkok, Kuala Lumpur. Being, Tianjin, Shanghai, Sydney 

Whoily-owned Subsidiaries: Taiyo Kobe Bank and Trust Company [New York], Taiyo Kobe Bank (Canada), The Taiyo Kobe Bank (Luxembourg) S.A.. Taiyo Kobe Finanz (Schweiz) AG 
Taiyo Kobe International Limited [London], Taiyo Kobe Finance Hongkong Limited, Taiyo Kobe Financial Futures (Singapore) Pte. Ltd., Taiyo Kobe Australia Limited 














The right move 






2 At ВСІ, each move is carefully Its establishment in Portugal and 

BCI, your bank in Portugal planned and meticulously its solid connections in Europe 
° executed. corroborate its standing as the 
facing Europe Strategy, mobility, foresight and ideal Bank to give support to your 





a deep knowledge of the market business 
give BC! a privileged position as 
à private Portuguese bank Your move now — contact us Banco de Comeroo c ld 


Heed Office, Opseto: Rus Tenesst Valadun. 290 - 4100 Ports Рата 
Lisboa Offier: Kus Andrade Corso, 42 -~ 1000 Lisboa - Portugal 





owledge leads to success 










Süleyman the Magnificent (1494 - 1566) 
Victorious on three continents, a great builder 
and a revered lawmaker, Sultan Süleyman led 
the Ottoman Empire to its golden age during 
bis 46-year reign, ruling with strength and 












Sultan Suleyman © bis monogram 
Computer image by E. Senan 


brilliance. 
Ask any historian... TEB is a leading provider of a full 
yt { spectrum of w holesale banking services 
Sülevman the Magnificent derived his : ; лу 
2 е MagniiceBt Genes зи with a special emphasis on foreign trade 


success from his immense knowledge of 


fs : 5 and corporate advice 
affairs of state, the arts and culture. Türk | 








Ekonomi Bankasi works with a select TEB's Advisory Services Department 
group of clients and prime correspondent provides special consultancy services on 
banks with the same philosophy: capital market strategies, privatization, 
Knowledge leads to success. investment projects, commercial law, 
urs taxation, accounting systems, tourism and 
TEB's highly professional team adheres to computer software 
traditional banking values, following For vour business in Turkey, contact TEB. 
financial movements and economic Profit from our knowledge "and 






changes in Turkev and around the world. 
anges in 1 ? d the world experience. 
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Profit from our knowledge 







GENERAL MANAGEMENT 
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STRATEGIC 


OPPORTUNITIES 
IN EUROPE’S 
CAPITAL 
MARKETS 


Two years ago, capital market players — banks, 
brokers, dealers, asset managers — were euphoric 
i because of unprecedented success and big profits. 

Today, many are cautious about their future and 
some doubt their very ability to survive. 


At a time of rapid change in Europe's capital 
markets, the difference between forecasting the 


. future accurately and inaccurately is worth billions 
of Ecus. 


If Europe is your market, you will find a new 
report from Arthur Andersen & Co. published by 
The Economist Publications essential reading. 
European Capital Markets: A Strategic 
Forecast examines the key issues including: 

ө Which market functions will be affected by the 
opening of pan-European markets? 

Asset management? Brokerage? Distribution? 

e Are EEC regulatory innovations a real force for 
change? Or will local regulation still be more 
important and effective? 

e How is technology reshaping the bargaining 
power of the players in the capital markets 
industry? 

e Which sectors offer the best prospects over the 
next few years? 

€ Which strategies are likely to succeed? 


Û YES, please send те copies of European Capital Markets 
Prices (including postage): 
UK £50, Europe £54. Rest of World £56 


























The report includes an analysis of market trends, 
competition, demand, management strategies, ^. 
technology, regulation, taxation, human resources. 
and many other factors. It is an essential tool for 
strategic forecasting and budgetary planning. 
The report is based on the projections of 1,000 
experts from 13 European countries and on an: 
from experts in Tokyo and New York. 


To ensure you are prepared for the future. complete 
the coupon below and order your copy today. 
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Bitter pills 


News of the first move to repa- 
triate Hongkong’s boat peo- 
ple provoked outrage in the 
Commons and gruesome pic- 
tures in the press. Gerald 
Kaufman for Labour said it 
-was a terrible violation of hu- 
‘man tights; Paddy Ashdown 
for the Liberal Democrats said | 
it was ап act of indelible 
shame. The government stuck | 
to its case. 


Labour's byzantine new proce- 
dures for the selection of par- 
«o Jiamentary candidates sparked 

, a row in Birkenhead: the | 
union block-vote, 40% of the 
total, deselected мр Frank 
Field. Militant Tendency un- 
der the bed, said Mr Field; 
possible grounds for an official 
inquiry, said Neil Kinnock— 
thereby persuading Mr Field 
not to force a by-election. 


Scores of hospitals all over the 
country suspended non-emer- 
gency admissions in the wake 
of the worsening "flu epi- 
demic that has laid staff low. 
Extra stocks of "flu vaccine 
were flown in from West Ger- 
many and Holland. 











. The affluent society is alive 
and well in Acacia Avenue. 


The chancellor, John Major, | 
` warned senior Conservative 
MPs of hard times ahead. 
Unemployment may begin to 
tise next year and tough mea- 
sures will still be needed to 
bring inflation below 6%. “Ir 
was a bitter pill but sweetly 
coated," commented one 


back-bencher. 








Second thoughts 


Mrs Thatcher changed her 
tone on the EMS exchange- 
rate mechanism. She still in- 
sists that the Madrid condi- 
tions should be met, but not 
with every "i" dotted and ev- 
ery "t" ARES 

Speculation grew that inves- 
tors who lost money in the 
1988 collapse of the Barlow 
Clowes management group 
would receive government 
compensation. An official re- 
view of the affair, to be pub- 
lished soon, was reported to 
be critical of the Department 
of Trade and Industry for not 


exercising enough supervision. 


The owner of one of the most 
important private collections 
of state papers, the Trumbull 
Archive, withdrew it from 
auction at the last minute and 
sold to the British Museum. 


The six Irishmen serving life 
sentences for the 1974 Bir- 
mingham pub bombings 


"were reclassified from category 


A to category B prisoners, al- 
lowing less rigorous condi- 
tions. The Home Office de- 
nied that this implied second 
thoughts about their convic- 
tions, even though all other 
convicted IRA members in 
Britain remain in category A. 
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| Mrs Thatcher met Jonathon 
Porritt, Britain's most persua- 
sive Green, for talks on the 
environment. They got on 
swimmingly. She described 
him as "not unreasonable". 
He'll be unassailable next. 


Combative 


Union leaders representing 
ambulance service personnel 
met for fresh talks with health 
minister Kenneth Clarke. 
London crews announced an 
escalation of the strike from 
December 15th. 


Officials running the poll tax 
agreed to a request from the 
main teachers' union that 
teachers frightened of being 
attacked in their homes by 
pupils should not have to dis- 
close their names publicly on 
the poll-tax register. 


Cambridge won the varsity 
rugby match, 22-13 


The Commons' public-ac- 
counts committee invited 
Lord Young to give evidence 
about the sale of the Rover 
car group to British Aero- 
space, which he pushed 

| through as trade and industry 
| secretary in 1988. Lord Young 
had earlier indicated that he 
was keeping his account of the 
sale for a book he is writing. 














John Banham, directo 
of the Confederat 








coming in next April. 
mented that more than Wy 
businesses wil i 
bills rise by 2 


Reminders 


The government gave 
struggle against raising pe 
sions for pre-1973 war wide 
ows: 2,500 from the firse 

wor dw war rand over 50, 000 








ceive an extra aia а wee 
free from next April. It wa 
proper response to public 
cern, blustered defence 
tary Tom King. 


In a free vote Mes voted by 
majority of almost three ta 
one for retrospective legisla: 
tion to allow alleged war 
criminals living in Britain to 
be prosecuted. Mrs Thatcher 
voted in favour: David Owen, 
Paddy Ashdown and Edwar 
Heath against. 





Police said a weekend break« 
in at the Treasury was prob. 
ably the work of amateur bar 
glars who “may not have 
known where they were”, 
They stole a few gold and sil- 
ver coins, but papers from of 
ficial files were left scattered 
on the floor. Money«eupply 
forecasts, no doubt. 








Flared jeans, discarded иии 
mid-1970s, are back in fasi 
ion. Can other 1970s 
favourites be far behind? 


No Matter How Many Pieces 
Of Luggage You Own, We Guarantee 


TE n ,* You'll Use This Bag The Most. 
| p . \ 
\ bs foto , To Prove It, 

ед“ жү A We'll Bet You $100 in Cash! 





„ш‏ ے 


L سے‎ 
$100 says this is the bag you’ll use the most! In = zey 
fact, we doubt you'll ever travel without it! 2 
We're that confident because this new 
patchwork leather bag by Kluge is a 
traveler's dream. Here's why we can 
make this incredible offer... 


Amazingly Expandable — 
Spacious, Convenient. 
The new leather bag 
by Kluge collapses to fit 
under an airline seat 
with all you need for an 
overnight ...yet ex- 
pands to hold every- 
thing for a week-long 
stay! It's light as any 
bag you've ever car- 
ried...and elegant, too. 
The exclusive new 
design keeps your 
shirts from crushing, 
your suits neatly 
pressed — all in one 
good looking, light- 
weight carry-on bag. Even 














Sensational value! Payable in three monthly 
installments of just $45.50 each! 

Our direct-to-you price is just $129. And three 
monthly payments of only $45.50 can be 
charged to your credit card. (The 
total of your payments will 
be $129 plus $7.50 shipping 
and handling, or $136.50*.) 
There are no middlemen. 
No extra markups. This 
new Kluge is an exclusive 
new design available uni- 
quely through this offer. 


No Risk Guarantee. 

Order now! 

Order now at absolutely 

no risk. If you're not com- 
pletely satisfied that the 
new Kluge is everything we 
promise, return it within 30 
+ days fora full refund. And 
has separate places for your shoes, dirty laun- a? if it’s not the bag you most use 
dry, and toiletries. The ingenious expanding after one year, we'll pay you 
compartments let you replace three standard lug- $100 — and you keep the bag! Just let us 
gage pieces with this amazing new Kluge bag! know. Order the best bag you'll ever use — today! 






















Unbeatable Features of 
This Exclusive Kluge Bag 


* Wide, padded, detachable 
shoulder strap. 

* Comfortable, padded 
carrying grip. 

* Hardened plastic feet. 

* Three zippered central 
compartments. 

* Long-lasting hardware. 

* Zippered "secret" 
compartments. 

* Easy-to-open outer pouches. 

* Removable shoes and 

toiletries bags. 





Ingenious expanding compartments expand 
for longer trips, collapse to a compact 
21" x 13" x 8" for overnights. 





it with tie downs. 


— Call Now! 
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nd mai Orders to: Orders shipped UPS within two Extension 656 
: VISA" 
LUGGAGE DIRECT business days. А ^ | (Phone Mon.-Fri. 8:30 А.М. -10:00 
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Norwalk, Conn. 06857 the following to include state sales tax: "| All orders subject to acceptance. 
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Which way for the 
ambulancemen? 


Are the ambulancemen the medical arm of the Emergo services or the 
emergency arm of the medical services? This is the issue be 


HRISTMAS will soon bring its usual 
toll of road accidents and drunken 
; brawls. But the people who normally clear 
F up after the revellers—Britain's 20,000 
| ambulancemen—may well not be there this 
zar. The ambulance dispute is 14 weeks old 
‘and seems no nearer a solution. The meet- 
ing on December 14th between the manage- 
ment of the National Health Service (NHs) 
and Mr Roger Poole, the ambulance unions’ 
chief negotiator, was little more than a ritu- 
al. On most substantial issues the two sides 
аге as far apart as ever. 

The government is offering a basic in- 
crease of 9% to be paid over the next 18 
months, together with bonuses for workers 
Е in the south-east or qualified as para- 
medics. This would lift the annual salary of a 
‘qualified ambulanceman based outside Lon- 
don from £10,093 to £11,000 and of a new 
recruit from £7,340 to £8,000 (see chart). 
The ambulancemen are willing to accept 
7.5% over 12 months provided—and this is 
` the crux of the dispute—that the govern- 
ment offers them a long-term pay-deal simi- 
lar to that of firemen, whose pay is linked to 
the earnings of the top 2596 of manual work- 
~rs. As this suggests, the strike is now about 
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ind the dispute 


more than just pay: it is about 
the structure of the service— 
and the ambulancemen’s insis- 
tence on comparability with 
firemen. 

With so much at stake, it is 
not surprising that tempers are 
frayed on both sides. The 
health secretary, Mr Kenneth 
Clarke, regards the strike as 
both an irritating  distrac- 
tion—he would prefer to be 
devoting all his energies to the 
mammoth task of steering his 
NHS bill through Parliament— 
and a sinister sign of the revival 
of the militancy which so 
wounded the NHs in the late 
1970s. To head off the mili- 
tants, he is taking a tough line. 
His officials describe the dispute as “the 
miners’ strike for the NHS”. 

The ambulancemen are equally intransi- 
gent. They are bitter about Mr Clarke’s de- 
cision to use army ambulances and police 
cars to provide emergency cover, incensed 
by his repeated accusations that they are 
playing: politics with patients’ lives, and 
exhilarated by massive public support. (A 
MORI poll at the end of November suggested 
that 8396 of the public supported them, 
against 8% for the NHS management.) Ordi- 
nary ambulancemen show no sign of scaling 
down their claims. When а breakaway 
union, the Association of Professional Am- 
bulance Personnel, struck ап independent 
deal on December 6th—on terms no differ- 
ent from those currently rejected by the 
other unions—its members left in droves. 


Parity or bust 

The dispute is rooted in a 1986 agreement to 
pay ambulancemen a salary rather than a 
hourly wage. The management used this 
agreement to improve the efficiency (hith- 
erto lamentable) of the service, stamping out 
wasteful overtime and other corrupt prac- 
tices. In order to sell the 1986 deal to some 
of their more recalcitrant members, the 
unions claimed that they had established 
the principle of pay parity with the fire bri- 




















gade. The management denies апу 
deal. Ambulancemen insist ой it. 
Their stubbornness reflects an 
sion with the relative standing of th 
services: Firemen, as the ambulanceme 
it, are their comrades-in-arms: they à 


Until 1974 they were employed by the s 
people as the firemen—the loc 
ity—and often shared the same 
deed, the subject of "the Bri 
popping up in even the briefest conve 
tions with ambulancemen. They com 
that firemen are always the first to b 
viewed-at the scene of a disaster; tl 
men feature in a television series, * 
Calling"; even that the Audit Comi 
has investigated the fire brigade bu 
ambulance service. : 

Yet the management must be right 
gue that this obsession is a red he 
Their pay should be compared not 
of policemen. and firemen, bur 
NHS employees with similar qua 
particularly nurses. Whar worrie 
and the NHS managers is 
ambulancemen are given a pay rise, Î 
impossible to hold the line against 
NHS employees. 

On the other hand, managers are 
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aware that the whole NHs faces severe prob- 
lems of recruitment and retention in the 
overheated south-east. The NHS is wasting 
worrying amounts of money on training 
workers who quickly leave for better-paid 
jobs. Its management hopes to square the 
circle—to solve recruitment problems in the 
south-east while avoiding a wage explo- 
sion—by introducing flexible pay. Trade 
union leaders for their part can see that this 
would destroy the central negotiating ma- 


- chinery on which their power depends, so 


they will have none of it. 

The NHS management would like to go 
further along the reform road and introduce 
a sensible internal reorganisation. Health 


Northern Ireland 


Bleak rituals 


Ire local school choirs have been taking 
up their customary place round Belfast's 
Christmas tree to sing carols to the busy 
shoppers. Belfast's citizens have been in- 
vited as usual to a grand municipal firework 


` display, though partly for a sinister reason: 


those who set off fireworks at home break 
the law, which aims to stop bangs from fire- 
works being muddled with bangs from 
bombs and guns. 

The first days of Christmas have duly 
brought the bombs to crowded streets. A 
pre-Christmas offensive by terrorists is now 
almost as traditional as the never-declared 
but rarely-broken Christmas ceasefire, the 
one preparing the way for the other. 

The security forces on December 12th 
found 1,000 Ibs of explosive in the IRA’s 
heartland of West Belfast, part-primed and 
apparently ready to be taken to the city cen- 
tre. In the province's small second city, Lon- 
donderry, the IRA has carried out almost 
daily bombings and attacks on soldiers and 
police for the past month. In the garrison 
town of Lisburn, less than a mile from the 
British army's headquarters, a bomb 
wrapped in Christmas paper destroyed 
much of the busy main street. And on De- 
cember 13th an IRA attack on an army bor- 
der post in Fermanagh left two soldiers dead 
and a third badly injured. 

In Ulster’s murderous politics, each at- 
tempt at an act of violence has its own bitter 
logic. Lisburn’s prosperity—which the IRA 
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authorities could save heaps of cash if they 
used hospital cars and private taxis rather 
than expensively equipped ambulances and 
expensively trained ambulancemen to deal 
with the routine transport of the elderly 
(“granny humping” is how опе 
ambulanceman characterises the Depart- 
ment of Health’s attitude to this part of the 
work). The money saved could then be used 
to retain and reward those who are dealing 
with real accidents and emergencies. Cen- 
tral to the management's pay offer is an at- 
tempt to restructure the service by widening 
pay differentials: by far the best pay-offers 
are for people with paramedical training. 

In fact, as ambulancemen are quick to 


said the town had been boasting about—is 
largely Protestant and Unionist. The old 
heart of Londonderry remains a symbol of 
former Unionist dominance, its commercial 
properties still two-thirds Unionist-owned. 

This latest campaign has already flouted 
the ік’ declared aim of avoiding “civilian” 
targets. If the huge bomb intercepted in 
West Belfast had wrecked the reviving city 
centre, as the IRA presumably intended, it 
would have brought death and injury to or- 
dinary people buying their Christmas 
presents. When two bombs exploded within 
30 minutes in Londonderry—the first was a 
decoy to bring troops to the scene—the 
dean of the city’s Anglican cathedral drove 
away from the first into the second, and es- 
caped death by inches. 

While the IRA went about its deadly 
business, more scandals simmered on the 
Protestant side of Ulster's sectarian divide. 
The BBC broadcast a video taken at the se- 
cret inaugural Belfast rally in late 1986 of Ul- 
ster Resistance, a paramilitary loyalist orga- 
nisation. (Three of its members are 
currently on bail in Paris on charges of at- 
tempting to sell stolen missile parts, made in 
Northern Ireland, to South Africans.) 
There on the rally platform, declaring their 
allegiance to Ulster Resistance, were Mr lan 
Paisley and Mr Peter Robinson, the leaders 
of the Democratic Unionist Party (DUP). 
Both men have since said "e they have dis- 
tanced themselves from the organisation, 


point out, the service has done a sur- 
prising amount to put its own house in 
order since 1986. Enterprising authori- 
ties such as Oxfordshire or Northum- 
berland have been busy reorganising: 
dividing ambulances into tiers, or con- 
tracting out routine work to competi- 
tive tender, or generating income by 
selling services (see box). The latest 
talks, prefaced by belligerent noises on 
both sides, never looked likely to pene- 
trate these more promising areas. Mean- 
while, striking ambulance staff in London 
urged police, doctors and the public to con- 
tact them directly, via ex-directory numbers, 
boycotting the 999-switchboard. 

But the government is confident that 
time is on its side. The ambulancemen's 
most powerful ally, public sympathy, is no- 
toriously fickle. The London crews’ latest 
threat—planned to take effect from Decem- 
ber 15th—may well reduce public support # 
lives are lost. And many even within the se 
vice realise that restructuring has not gone 
far enough in most parts of the country. The 
stakes are high, and not just for the 
ambulancemen. 


The delivered first 


but a former DUP official has insisted that 
Ulster Resistance remains in being. 

Mr Robinson, who these days looks an 
increasingly frustrated deputy to the aging 
Mr Paisley, is the only Protestant politician 
of significance ready to talk to those who 
represent anti-IRA Catholic nationalists. 
The secretary of state, Mr Peter Brooke, 
would like to help him. He has indicated at 
least a willingness to think again about the 
Anglo-Irish agreement if the Unionists, who 
bitterly oppose it, could only come forward 
with constructive counter-proposals. But 
neither Mr Brooke nor the nationalists can 
be sure that Mr Robinson is open to genu- 
ine negotiation—much less that he will 
emerge with enough support from other 
Unionists if he tries to be. His past casts a 
long shadow. 
aa 
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Green bill 


Dreaming of a white paper 


THERE is nothing like the ap- 
proach of Christmas to give 
government departments an 
attack of deadline-itis. Among 
the bills and papers hustled out 
on Santa’s sledge will be the 
green bill, with its ragbag of 
environmental measures. Mr 
Chris Patten, the environment secretary, in- 
herited it from his predecessor, Mr Nicholas 
Ridley. He hopes to make his own name 
with the government white paper on the 
environment, which he persuaded a nervous 
Mrs Thatcher to agree to, and which is ex- 
pected next autumn. 
Steering the green bill through will 
-hring problems enough. Conservationists, 
the powerful Royal Society for the 
rrotection of Birds, have been lobbying 
fiercely against the plans to dismember the 
Nature Conservancy Council; the bill seeks 
to merge it in Scotland and Wales with that 
other green watchdog, the Countryside 
Commission. Mr Patten had hoped to re- 
verse this plan, cooked up between Mr Rid- 
ley and Mr Malcolm Rifkind, the Scottish 
secretary. Because it had already been 
agreed in cabinet, he had to make do with 
more modest changes. Drafting these has al- 
ready delayed publication of the bill. 
Another headache will be the elegant 
system of integrated pollution control which 
the bill introduces. This pioneering attempt 
to link control of all emissions, whether into 








A tankful of trouble 


INGERS crossed, a weighty document 

from the Monopolies and Mergers 
Commission (ммс) on Britain's petrol-re- 
tailing market will thud onto the desk of 
Mr Nicholas Ridley, the trade and indus- 
try secretary, on December 20th. It will be 
a last-minute rush: this week the MMC was 
still mulling over evidence from the oil 
companies (which directly own a third of 
the country's petrol-stations) and, among 
others, the Petrol Retailers Association, 
which represents the independent retail- 
ers and is the biggest thorn in the oil in- 
dustry's side. 

Britain's motorists spend £12 billion a 
year on petrol. Are they paying too much? 
When wholesale petrol prices rise, the big 
oil companies swiftly raise their pump- 
prices, more or less in tandem. Just shows 
how competitive the market is, say the oil 
companies. Well, perhaps; but it could be 
a sign of an oligopoly, or even of collu- 
sion. When wholesale prices fall, pump- 





water, air or earth, will work only if Her Maj- 
esty's Inspectorate of Pollution is adequately 
staffed. A reorganisation at HMIP has demor- 
alised its staff, until recently underpaid, and 
meant more unfilled jobs. Even when fully 
staffed, its numbers will be small relative to 
the work it will have to do: some 250, com- 
pared with a staff of 3,500 or so for the Na- 
tional Rivers Authority (NRA), the body that 
will control pollution in the newly privatised 
water industry. 

The Confederation of British Industry 
complains that too little is known about the 
way the new system will work. The chemi- 
cals industry fears that the bill gives too 
much discretion to the understaffed inspec- 
torate, and that authorisation for new pro- 
cesses will take too long. The NRA has grum- 
bles, too: it thinks it will lose some of its 
pollution-control powers to HMIP. 

These are sideshows, though, beside the 
task of drawing up the environment white 
paper. Last week saw the first meeting of the 
cabinet committee charged with that job—a 
heavyweight team including the chancellor 
of the exchequer and the foreign secretary, 
chaired by the prime minister. The next 
three months will be crucial, as departments 
take up their positions. Already, some are 
emerging. Mr John Major at the Treasury is 
willing to explore options for environment 
taxes, unlike his hostile predecessor, and 
work is already under way on the implica- 
tions of a tax on energy that pollutes. Mr 





































aa 4 
Patten: a proud Noordwijkhamist 





Cecil Parkinson, at transport, dislikes this; — 
Mr John Wakeham, at energy, has repeat 
edly said that energy conservation is the _ 
most cost-effective approach to pollution. — - 
If all goes well, the white paper should _ 
contain plenty to encourage energy OO — 
servation. For it will be Britain's first at 
tempt to get to grips with global warming, _ 
Mr Patten regards the greatest triumph of 
the past year as Britain's acceptance of the 
international decision at Noordwijk in НОР 
land last month to set targets for carbon«di- 
oxide emissions by the end of the century. 
The Americans are annoyed with the Brit- 
ish: they feel the Noordwijk agreement went 
too far. The white paper will be yellowing 
fast by the time the main industrial coun- 
tries agree on what to do about the green 

house effect. 
— — JD 








prices invariably edge down much more 
slowly. 

There are other worrying signs. Pump 
prices (before tax) are now higher, relative 
to wholesale petrol prices on the Rotter- 
dam spot market, than they were during 
the first half of the 1980s. And the oil 
companies make rather more profit from 
a gallon of petrol sold in Britain than they 
do from one sold in, say, America. This is 
a discrepancy both the oil companies and 
the MMC are finding hard to explain. 

Worse, the oil companies selectively 
support retailers’ profit margins—a sys- 
tem which has led to charges of de facto 
retail-price maintenance (which would be 
illegal). If a petrol-station owner unilat- 
erally cuts prices, nearby rivals will usually 
match the cut (with oil-company financial 
support). In a truly competitive market, 
petrol stations offering full service and a 
range of facilities would charge high 
prices; those simply selling self-service pet- 






rol would price it cheaply. 

The oil companies claim that they 
make a paltry profit from selling petrol (al- 
though some of them seem not to know 
exactly how much). But the ммс should 
remember that this is only half the story: 
big, integrated oil companies make money 
from refining petrol, too. And if selling 
petrol is so unprofitable, why are oil com- 
panies spending so heavily sprucing up ex- 
isting petrol stations and buying new 
sites? 

The ммс is likely to recommend that 
contracts which currently bind about a 
fifth of Britain’s petrol stations to their 
oil-company suppliers should be scrapped 
and replaced with arms-length tenancy 
agreements. It is also set to recommend 
the abolition of “margin support”. Bur 
what is surely needed is a way to ensure 
that petrol-retailers in Britain genuinely 
compete. The Office of Fair Trading does 
not want the job of making that happen. 
So expect the MMC to recommend the 
establishment of an Office of Petroleum 
Supply. 










































jusiness rates 

























































many Tory MPs 


CGO THE shopkeepers think 
J Christmas will be unhappy? Let 
йй wait till new year. On January 
nd—in England and Wales—the 
wise retailer will be sending one of 
his unneeded counter staff round to 
local council offices for some- 
thing he has not seen since 1973: 
he result of a new rating revalua- 
n on his premises. And a nasty shock, 
above all in southern high streets, it may 
give him—and many a Tory MP. 
The new valuation, ten years late, has 
been prompted by the arrival next April of 
poll tax and the accompanying "uniform 
business rate"—a standard rate, probably 
36 pence in the pound, that will apply all 
ver England (or, at 38 pence, all over 
Jales; the Scots have been using a half-way 
sion of the new system since last April). 
The aim of UBR is twofold: to equalise 
e local tax burden for businesses, whether 
iey live under some high-spending left- 
ing council or a parsimonious Tory one; 
by legally limiting any rise in the rate 
inflation, at most—to free them from the 
den, whopping increases that some 
ouncils inflicted in the mid-1980s. 
. In time, UBR will do this. But for the 
ext year or two—four or five, in a few 
ises—many businesses face rate rises of 20- 
5%. The trouble springs from those ne- 
lected ten years. To equalise the tax load, it 
s not enough to make the tax rate equal for 
İl: the tax base to which it applies must be 
equitable too. That means fair rateable val- 
ies (hypothetical rents), which means regu- 
revaluation, so that they reflect current 
'conomic conditions. That has not hap- 
pened. 
_ There should have been a revalu- 
ion in 1978. The Callaghan govern- 
ment ducked it. The Tories did the 
same in the early 1980s (though Scot- 
land's homes and businesses alike 
were revalued in 1985; the resultant 
tow was one reason for bringing in 
poll tax). So today's values are those 
of 1973, since when everything else 
has changed—and not uniformly. 
Aging factories in Newcastle, profit- 
able then, are today hard to let; the 
nts of offices in Bristol or Bracknell, 
and of shops almost everywhere, have 
reaked ahead. Superstores and out- 
oftown retail parks have been in- 
vented 
5^ So the new values, on which In- 
і Revenue valuers have been at 


And an unprosperous new year 


The uniform business rate is on its wa 
what it means, many firms will be on t 






. Once they realise 
e war-path. So will 
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work since mid-1988, 

show some huge changes. On Eng- 
land-wide average, says Whitehall, the new 
rateable values will be 7.7 times higher than 
the old ones. That is not in itself a problem: 
the UBR will fall correspondingly, from to- 
day's typical 250-300p, so that the total take 
from business in 1990-91 will be no higher, 
in real terms, than in 1989-90. But the aver- 
age conceals a huge spread of figures. 

Overall, the rateable value of English 
shops (in combined total) will rise about 9.3 
times; that of factories only 5.8 times (in 
part, admittedly, because there are not so 
many as in 1973). Within these broad fig- 
ures, there will be variations from region to 
region, town to town, street to street. 

On top comes a second big variable: the 
rate itself. The new UBR is an average, at 36p 
equivalent (using the old values) to a 1989 
rate of 258p. But some councils now charge 
less, others more. Broadly, the north today 
is high-rated, the south low. But even within 
London, rate levels run from 122p in Ken- 
sington to 382p in Haringey. So—whatever 
his new valuation—the UBR will slam the 
shopkeeper in Kensington but help the one 
in Haringey (or Middlesbrough or Manches- 
ter or other high-rated areas). 

Combine new values with a new UBR, 
and total rate bills will show a massive re- 
gional transfer of the tax load: from the 














Midlands up, the north's potential pre-re- 
form bill of £4 billion will fall to £3 billion, 
the south's rise from £5 billion to £6 billion, 
including a rise in inner London of £600m, 
almost 4096. And within these big overall 
changes lurk individual ones bigger st 
even in inner London, says Debenh: 
Tewson & Chinnocks, an estate agency, ot- 
fices in glossy Mayfair could see rises of 60- 
8096, ones just across the river in crummy 
Lambeth might get falls of 2096. 

Splendid regional policy, Labour party 
critics might say, though of course they 
don't. But it creates a lot of losers—around 
1m properties in England and Wales, which 
can expect average increases of almost 55%, 
as against only 600,000 winners whose bills 
will fall about 3396. So the changes are to be 
phased in. From April 1990 till at least 1994, 
the yearly rise in any one property's rate bill 
is limited to 2096, in real terms, for rateable 
values of £10,000 up (£15,000 in London) 
and 1596 for properties below those values. 


Eying the gift horse 

Small business cushioned, panic over? Not 
quite. Even so, next April will bring bills up 
29% (or 24% for smaller properties) in cash 
terms to around 800,000 properties. Anc 
luck would have it, the worst hit, the ret 
ers, are the ones already facing a downturn. 
They should not moan: rates are small be- 
side rents, which in turn are a small 
part of total costs and have soared 
since 1985. But moan they will. 

Nor will the winners be shouting 
for joy, because—to make the phas- 
ing self-financing—their gains too are 
to be limited: 10.5% in real terms for 
larger properties, 15.5% for small. 





Take off inflation (last September’s) 








and that means rate bills down by 4% 
(or 9%) at best. Still nice, you might 
think, but don’t expect a loud thank- 
you: the Confederation of British In- 
dustry is already describing these 
lucky аз due for “severely disap- 
pointed expectations", and wants the 
Treasury to pay for the transition. Ex- 
pect Tory MPs to chime in—and re- 
member the poll-tax saga. 
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Europe comes to Westminster 


HE European Community is a treaty, 
nota democracy. This month's Stras- 
bourg meeting of the European Council 
underlined the point: 12 national leaders 
sat talking 1 dnia closed room. Around 
them, in ever-wider circles, were grouped 


~ hundreds of diplomats and civil servants; 
‘thousands of journalists; and 20,000 po- 


licemen with pistols and machine-guns. 
Information trickled out in contradictory, 


"unattributable briefings, sly chats and 





bland official texts. It was what it felt 
like—an international summit, not part 
of normal democratic government. 

If the EC countries continue to bind 
themselves more closely together, this 
cannot last unquestioned. Nor, as. they 
forge ahead with economic and monetary 
union, will it. The West German chancel- 


. lor, Mr Helmut Kohl, raised the subject of 


a more powerful European Parliament 
during the Strasbourg summit. The com- 
mission president, Mr Jacques Delors, has 
also demanded constitutional reforms, in- 
cluding “а parallel development in demo- 
cratic controls involving national parlia- 
ments." British Conservative MEPs joined 
in calls for the Strasbourg parliament to 
be allowed to participate fully in the next 
inter-governmental conference to amend 
the Treaty of Rome. 

All heady stuff—a political agenda 
which leads far beyond the bickering over 
the social charter and the timing of ster- 
ling’s entry into the European exchange- 
rate mechanism. But where does it leave 
Westminster? 

At one extreme there is Mr Enoch 
Powell, who long ago said of the Ec: “once 
you provide it with a directly elected par- 
liament, the permanence of the new West 
European state will be entrenched and its 


` evolution guaranteed". Many followers of 


the Powell line in the Commons firmly be- 
lieve that the more power the baby parlia- 
ment at Strasbourg achieves, the less 
power is left for them. 

Others disagree. Both the leader of the 
Commons, Sir Geoffrey Howe, and the 
shadow leader, Mr Jack Cunningham, ar- 
gue that increased power for Strasbourg 
would be power over the other institu- 
tions of the EC, and would not interfere 
with the powers of Westminster. 

Still further along the spectrum from 
Mr Powell are those who accept that 
Westminster is losing power to Stras- 
bourg, but rejoice. One senior Tory 
gruffly described the palace on the 
Thames mudbank as “the most ghastly, 
pore disagreeable parliament of the 
ot 

Traditionally, however, most MPs have 


agreed with Mr Denis Healey, who in his 
memoirs said of members of the European 
parliament (MEPs) that, "because they are 
cut off from their national parliaments, 
they lack influence where it really mat- 
ters". MEPs have been derided and 
shunned by the "real Mrs": although they 
have recently been allowed into limited ar- 
eas of Westminster unescorted, they still 
cannot wander into the bars, restaurants, 
libraries, lobbies and corridors where 
most of the Commons day is played out. 
Security reasons, you understand. 


Sir Geoffrey: ardent evolutionary 


This is now changing. Both the 1922 
committee of Tory backbenchers and the 
parliamentary Labour party have recently 
voted to allow their respective MEPs to at- 
tend their private meetings. More signifi- 
cantly, a report by the Commons proce- 
dure committee has recommended a wide- 
ranging series of changes to the way MPs 
deal with European legislation. The more 
radical suggestions, which included co- 
opting MEPs onto committees and forming 
a grand European committee, were re- 
jected by the procedure committee. 

But many of its ideas are likely to be 
given the go-ahead by the government, 
which is still considering the report. Sir 
Geoffrey says he finds it “а very profes- 
sional, sensible, well-balanced analysis”. 
He senses a “significant shift" in West- 
minster's awareness of the need for closer 
contact with the European institutions. 
Asked about the proposal for Commons 
debates before each EC summit, he praises 
it as "the kind of change that will respond 
to that [new awareness] quite effectively." 
He also lauds the specialist, wide-ranging 
House of Lords committee on the EC, add- 
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ing, "you will find this developing increa 
ingly within the Commons”. 

The government is also expected to 
agree to a suggestion by the procedure 
committee that special standing commit- 
tees should be formed to look at ec doc 
ments on specific subjects, like agriculew 
and Treasury affairs. Some could also Ве 
formed to cover one-off issues, like the 
Delors approach to monetary union. 

All this may sound minor, procedural 
pettifogging. It isn't. What is happer 
that behind the choruses of “we shall not 
be moved" by those in love with the my 
tique of the Commons and the Lords, 
Westminster is quietly adapting itself to a _ 
new world, ruled increasingly from Brü 
sels. Indeed, Britain's Parliament is ente 
ing a curious constitutional race: if it does. 
not learn, along with the other national | 
parliaments, to exercise effective scrutiny 
over the European institutions, then the 
Strasbourg parliament will get the job. d 

Nobody should be surprised. The 
1986 Single European Act accelerated the 
European project in a way which made 
discussion of Europe-wide démocracy ine 
evitable. At the time, the Commons se 
committee on foreign affairs huffily 
warned that it might mean a covert 
the direction of greater power for the 
institutions at the expense of the nation 
ones. Many believe Mrs Thatcher herself 
did not fully understand—or was not: 
told—what she was committing herself to. 
A grand conspiracy? Not necessarily. Sir 
Geoffrey, the then foreign secretary, ate 
gues that when any important institution 
is changed, "no one ever fully foresees the 
implications of what you're doing because 
of the evolutionary change of human in: 
stitutions.” No one! 


The great game 
SALUTARY tale for all would-be. 


prime ministers. Once upon a time” 
there was a terribly bright Tory MP and aw- 
thor called Mr John Redwood. Now he- 
has become a junior trade and industry 
minister, en route, no doubt, to higher 
things. And how does he spend his rime 
these days? 

Offering written answers to MPs. like 
this: “The British Button Manufacturers 
Association has made representations for 
exempting from the provisions of the 
Food Imitations (Safety) Regulations 1989 
buttons which resemble food... Within 
the terms of the directive it would not 
have been pérmissible to accede to those 
representations." Now, children, are you 
still sure you want to be prime minister 
when you grow up? 











Announcing the new 


J.P. Morgan - 
Government Bond Index 


Every 24 hours, 
get the most up-to-date, accurate information: 
on how the international government bond markets 


performed the previous trading day 


This index now becomes the performance benchmark 
for traded international government bonds 


For composite returns, turn to: 


Reuters pages MORJ, MORK 
Telerate® pages 8415, 8416 





For details about this important portfolio management i 


tool and over 700 subindices, contact: 
Sharon O'Connor in New York (212) 483-398 23. 
Janet Kappenberg in London (44-1) 600-7545 


or your local Moron representative 


JPMorgan 


























BUSINESS THIS WE 











Trading places 








America looks set to knock 
West Germany off the top of 
the world export league ta- 
ble this year according to the 
GATT secretariat. In the first 
nine months of 1989 бАТТ 
reckons that America's mer- 
chandise exports rose by 1596 
in dollar terms, more than 
twice as fast as Japanese and 
West German ones, and will 
this year top West Germany's 
in absolute terms. 


GATT’s director-general, Ar- 
thur Dunkel, warned that 
America and the European 
Community had stepped up 
their use of anti-dumping 
measures, He urged countries 
to wait until new rules had 
emerged from the Uruguay 
Round of trade talks rather 

| than using lynch law. 


" «nvasion of privacy 


A flood of applications and 
the London market's recent 
strength meant that the $8.4 
billion water privatisation 
was a success. On the first day 
of trading, some 3096 of the 
shares in the ten water compa- 
nies of England and Wales 
changed hands at large 
premiums. 


Alan Sugar, the chairman of 
Amstrad, a British electronics 
company, told shareholders 
that the company would re- 
main publicly listed in spite of 
the stockmarket’s doubts 
about Amstrad's wobbly 
profits. 








Corporate perestroika 


| Canada's Campeau Cor- 


poration, an embattled prop- 
erty and retailing group, ran 
up a net loss of $190m in the 
third quarter of the year. The 
"for sale" signs are still up 
outside its Bloomingdale's de- 


| partment-store chain. 


Alan Bond persuaded Ade- 
laide Steamship to drop its 
receivership petition against 
Bell Resources, a subsidiary of 
the Bond Corporation, in re- 
turn for four seats on Bell’s 


board. 


Sweden’s big carmaker, 
Volvo, swapped its shares in 
Pharmacia, a drug company, 
and Provendor, a food manu- 
facturer, for a 42% stake in 
Procordia, a Swedish state- 
owned holding company, in a 
deal worth $3.8 billion. 


A Taiwan-based consortium, 
Channel International, paid 
$268m for Wyse Technology, 
a troubled American com- 
puter manufacturer. This is 
Taiwan's biggest ever overseas 
acquisition. 


Rich men, poor men 





Britain's top directors are do- 
ing nicely. Lord Hanson, the 
boss of Hanson PLC, made a 
handy £1.5m ($2.5m), in 
1988-89. The chief executive 
of the BOC Group, Richard 
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Giordano, an American, 
made a-mere £937,000 but 
can console himself with his 
new honorary knighthood. 


Bulgaria has owned up to a 
foreign debt of over $10 bil- 
lion, well above the $2 billion 
or so it owed in the early 
1980s. Interest payments 
could total up to $4.5 billion 
over the next six years, 


The Israeli government and 
the country's biggest banks 
agreed to bail out the kibbut- 
zim (rural collectives) that 
owe creditors $3.4 billion. 


People 





Rather than (as is customary) 
choosing а duo of top execu- 
tives, Deutsche Bank made 54- 
year-old Hilmar Kopper its 
new boss. The man behind 
Deutsche's takeover of Mor- 
gan Grenfell, he replaces Al- 
fred Herrhausen, who was 
murdered by terrorists on No- 


vember 30th. 


Thomas Spiegel, the chief 
executive of the California- 
based Columbia Savings & 
Loan Association, resigned. 
He is setting up a new bank to 
hold the thrift’s $3.8 billion 
junk-bond portfolio. 


Still smarting from his failure 

to engineer a successful bid for 
Consolidated Gold Fields, Sir 
Michael Edwardes, the chief 


executive of Minorco, an- 


| owned by British Telecom) t 
| snap up LIN, creating the 








nounced that he will step 
down at the end of the year. 





Engaged 


BellSouth, America’s 
regional telephone 
decided to pull out. ac 
for LIN Broadcasting, a 

lular telephone company: Th 
should allow McCaw Cellu- - 
lar Communications (part. 















country's first nationwide cel 
lular network. 







The British government is 
licences to three consortiums: 
(led by Mercury Communica- 
tions, STC and British Aero- 
space) to develop a new gen- 
eration of cheap, mobile 

telephones. These personal. 
communications networks 
will compete with the cellular 
networks run by Vodafone: 
and Cellnet. 



















Across borders 


British Airways and KLM each 
agreed to pay BFr2 billion 
($54m) for a stake in a joint 
venture with Belgium's 
Sabena. Sleuths from the Ete 
ropean Commission will ex» 
amine the fine print for signs 
of a cartel. 



























France won Eurobrownie 
points for announcing that it 
would abolish its remaining 
foreign-exchange controls: 
by the end of the year, six 
months ahead of schedule. 


Nicholas Ridley, Britain's 
Trade Secretary, told the 
House of Commons the gov 
ernment was unlikely to b 
foreign ownership of re- 
cently privatised companies. 
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As in most of the other 
industrial countries, the pres- 
ent upswing in West Ger- 
many began in 1983 but 
growth has only become self- 
sustaining in the course of 
this year. 

Calling it “self-sustaining” 
implies three things: it needs 
|. no external stimuli, neither 

«from economic policy nor 
from exports, as private-sec- 
tor demand is strong, in par- 
ticular for capital goods. 
Second, such an upswing is 
largely able to withstand dis- 
ruptions produced by econ- 
omic policy, the financial 
markets or external develop- 
ments. Third, the economy 
tends to overheat and thus the 
‘upswing contains the seeds of 

the downturn. 
7. "Qn the face of it, West 
Germany's current export 
boom might seem to cast 
< doubt on the self-sustaining 
nature of the upswing. Yet 
this is not really the case 
The extraordinarily strong 
foreign demand reflects the 
solid expansion of world 

trade, the high level of capital 
spending worldwide, which 
keeps German order books 
“full, and the relative weak- 
ness of the D-mark, which 
has depreciated by a real 7% 
since the end of 1987. 


Changing pattern 

Next year, these factors 
should have less of an impact 
on exports. World trade will 
lose momentum and business 
investment in particular will 
be less buoyant internation- 
ally. In addition, the D-mark 
should firm against the dollar 
and the EMS currencies. 


West German economic 
policy will not steer a uni- 
form course in 1990. Whereas 
monetary policy has gradu- 
ally become tighter since 
mid-1988, and must be re- 
garded as moderately restric- 
tive since the latest rise in 
key interest rates in early 
October, fiscal policy will be 
expansionary. Private house- 


Key economic data? 
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MEME OO 
The Commerzbank report on German business and finance — No. 12/89 


The West German economy in 1990: 
high growth - increased tensions 


goods may well squeeze 
capital spending. All in all, 
though, nothing suggests 
that the healthy business 
investment climate, includ- 
ing outlays on new construc- 
tion, will suddenly deterio- 
rate. Company profits will 
climb again from their 
already very high level by 
around 1096 and the pros- 
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1) at 1980 prices; 2) change on year in 96; rounded to the next half or full percentage 


point; 1989 and 1990 Commerzbank estimates. 


holds will benefit most from 
the 1990 tax cuts of about 
DM 25 billion in net terms, 
and this should spur private 
consumption next year. Resi- 
dential construction will be 
given a boost by the Federal 
Government's promotion 
measures. 

Yet the positive effect of 
fiscal stimuli, which above all 
change the composition of 
aggregate demand, will hard- 
ly be sufficient to offset the 
negative effects of monetary 
policy, which mainly deter- 
mines the overall level of 
demand. Accordingly, stron- 
ger demand for consumer 


pects for further sales and 
earnings growth should re- 
main quite good. 

The risks faced by the 
West German economy in 
1990 are chiefly external. If 
the U.S. and Britain are in for 
a more marked slowdown 
than expected, the resulting 
drop in demand for German 


exports would not be a major 
blow. But any turbulence 
in the financial markets and 
shifts in economic policy 
could lead to problems. And 
it is by no means certain that 
international investors will 
show the same willingness to 
finance the US  current- 
account deficit as they have 
this year. For one thing, the 
deficit will not be reduced by 
much; for another, the inter- 
est edge of US paper has 
shrunk considerably, and is 
not always sufficient to offset 
the greater risks involved. 
One possible threat in 
West Germany will be the 
tough wage negotiations in 
key industries. Yet average 
pay increases should not be 
much higher than in recent 
years. Disturbances could 
also arise from a conceivable 
further tightening of the 
monetary reins to prevent the 
economy from overheating. 
And temporary uncertainty 
may occur in the run-up to 
the national elections in late 
1990. The large inflow of East 
Germans and other ethnic 
Germans will help to ease 
bottlenecks in the job market. 
On the whole, their inte- 
gration should be fairly 
smooth thanks to the econ- 
omy's strong performance. 
Despite the risks and 
greater cyclical strains, we 
consider it most probable 
that 1990 will prove to be 
another year of high growth 
in West Germany with solid 
increases in employment 
and, considering the stage 
of the cycle now reached, 
moderate inflation. 
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Buy America while stocks last 


WASHINGTON, DC 


Next year, for the first time since the United States became the world's 
mightiest industrial power, foreigners will own more of the American 
economy than America owns of theirs. Mathington's politicians want to do 


something about this. New research confirms t 


N OCTOBER Mitsubishi Estate bought a 

controlling interest in  Manhattan's 
Rockefeller Centre, an icon of American 

pitalism. The deal seemed to crystallise 
..hericá's fear of economic inferiority— 
and also its growing, almost phobic, resent- 
ment at Japan's success. Polls say that four- 
fifths of Americans want tighter 
rules against foreigners trying to 
buy American companies. Over 
the coming months, pressure on 
the administration to control or 
discourage inward investment 
will be hard to resist. 

The pressure will come from 












































Capitol Hill, ever on the look-out fora CE 
crisis to take charge of. The issue of for- A 


eign ownership plays on many of the fears 
exposed by the trade deficit at its worst, only 
more so. As recent bestsellers and a flood of 
commentary in American newspapers show, 
the selling of America offers even greater 
scope for popular anxiety and populist 
remedies. 

. The machinery needed to block foreign 
buvers is already in place. The trade act of 

38 included a provision—the Exon-Florio 

anendment—which gave the president 
powers to block foreign acquisitions that 
were a threat to "national security”. This 
concept is so vague that the administration 
could block a lot of deals if it wished. So far 
it wisely has not wished, but Congress is 
wondering whether to strengthen the law's 
language. It might require deals to be 
blocked merely if they are a threat to 
"essential commerce" (whatever 
that means). 

Some people discount this 
and other proposed populist 
restrictions, because of likely 
opposition from state govern- 
ments. Almost all of these have 
offices in Tokyo and other for- 
eign cities to attract investors to 
their backyards. But the states 
are. greedy for  green-field 
investments—new establish- 
ments, ds opposed to acquisitions. “* 
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ey should do nothing 


Most foreign direct investment (FDI) takes 
the form of acquisitions. In 1988 foreigners 
spent $60 billion on acquiring American 
companies and only $5 billion on starting 
new ones. The states might protest loudly 
against efforts to block new establishments, 
but would be less bothered, if at all, about 
moves against foreign takeovers. 

The flow of FDI into America has been 
on an upward trend for years. It dipped in 
the mid-1980s and then accelerated (see 

charts on next page). Between 1977 and 

1987 the foreign-controlled share of the 








assets employed in American manuf, 
went up from 59 





























%6 to 1296. Britain 
the biggest foreign investor in, An 
with roughly 30% of foreign-owne 
Japan is a distant second, with 16%: 

The stock of foreign investme 
America is now roughly as large as Ont 
ing American direct investment abr 
recent trends it will soon be much Tui 
America, which for many years has Î 
"home" country for multinational 
prises, is becoming more of a “he 
trend, as much as headline-grabb 
such as the Rockefeller Centre sale, is 
to harden American attitudes to 
companies. 

The politicians who are demandin 
tion make two main points. First, che 
that the recent rise in foreign 
has coincided with the fall of the doll: 
eign companies, in other words, have 
buying America on the cheap. Second, tf 
say that foreign investors will strip. th 
American acquisitions of their tec 
and their ability to add value, turning: 
into mere assembly plants. Ame 
gradually export its best jobs and k 
and end up importing more sett 
goods in exchange. 

Washington's Institute for Inter 
tional Economics has just published the fi 
careful, non-anecdotal analysis of thes 

guments. The study's authors, Mes 
Edward Graham and Paul Ктишйа 
Duke University and MIT respectiy 
find no cause for concern on eithi 
score. 
ө At first sight, the bargain-basemen 
gument seems plausible. The fallin. 
dollar after 1985 made American 
panies look cheaper to foreign invest 
But closer examination suggests thi 
obvious. The fall in the dollar mea 
the value of American companies to f 
buyers fell too, and probably by as mi 
the price. Why? Because a company зм 
depends on the profit it is expected to gen 
ate in the future. The dollar's fall devalue 
that profit stream to a foreign inves 
who needs to convert those pri 
to another currency, as maen 
it devalues the price. True, if 
vestors thought the dollar 
likely to rise again later, Am 
ican companies would 
looked a better bay. Bue € 
dollar fell from what was gene 
ally thought to be 
unsustainably high point--sc 
is unlikely that the prospect oi 
ly rebound was a reason for the. 
| surge in inward investment ^ 
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NEW YORK 
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AINDROPS on a pond. The lazy V- 
| pattern of migrating Canadian geese. 
Boulders atop a hill. Ahh—the soothing 
harmony between man and nature. The 
advertisements that have Madison Ave- 
nue abuzz accompany such pastoral 
scenes with Zen-like homilies—and barely 
| a mention of the product. So tranquil are 
` the ads that several radio stations have re- 
fused to broadcast sound-only versions. 
` They fear listeners, hearing only the noise 
of running water or wind rustling through 
trees, will think the station has gone off 
| the air. 

The advertisements were dreamt up by 
Hill, Holliday, Connors, Cosmopulos, a 
Boston-based international advertising 
agency, to introduce Infiniti, a luxury car 


Ф 


The sound of опе ad clapping 





from Japan's Nissan, into the American 
market. The challenge for the agency, as 
always, was somehow to persuade readers, 
viewers and listeners not to switch off 
their minds when they look at the ad- 
vertisement. In America this is no easy 
task. From the time American toddlers 
are first distracted by "Sesame Street" to 
the time they leave school at 18, they see 
an estimated 350,000 television commer- 
cials. With this upbringing, adult Ameri- 
cans nowadays tend to glaze over when 
confronted by yet another strident sales 
pitch. 

Hill, Holliday’s unconventional at- 
tempt to attract attention, with the softest 
of soft sells, initially provoked mocking 
laughter from rival agencies. News that 


pictures. 


the 50 Infiniti dealerships in the United 
States were barely able to keep up with de- 
mand wiped the smiles away. Nonetheless, 
many admen still doubt that Infiniti’s suc- 
cess with so-called “attitudinal” advertis- 
ing can be repeated. 

Mr John Jarvis, Hilton International's 
boss, is betting they are wrong. He told his 
agency, Saatchi & Saatchi, that pictures 
of hotel bedrooms, restaurants and lob- 
bies are "boring, boring, boring". This | 
month Hilton launched a campaign 
which features a business traveller in ex- 
otic circumstances—astride a canoe in the 
jungle or a jeep in the desert. The intrepid 
businessman orders the natives to: "Take 
me to the Hilton." At Mr Jarvis's insis- 
tence, travel photographers were vetoed. 
Saatchi & Saatchi hired Mr Bruno Barbi, 
a war photographer who made his name 
in Vietnam and Cambodia, to take the 






























Messrs Graham and Krugman do con- 
nect the dollar's fall to the rise in foreign in- 
estment, but not for bargain-basement rea- 
‘sons. Firms are limited in the acquisitions 
they can undertake partly by how much the 
financial markets will let them borrow. The 
fall in the dollar must have brought more 
— American acquisitions within the borrow- 
ing limits of foreign companies. Suddenly 
able to afford an investment they had had 
eye on, foreign companies went ahead 
‘and bought. The acquisitions were not bet- 
ter buys, because value had dropped along- 


as of: 


Foreign ownership 


cd 


1977 


side price; instead, they had simply become 
feasible buys. The implication is that Amer- 
ica has not been short-changed. 

e To test the hollowing-out argument, 
Messrs Graham and Krugman gathered 
numbers on value-added per worker and re- 
search and development per worker. If for- 
eign companies were stripping their Ameri- 
can acquisitions of their technology and 
skills, both these ratios should be lower for 
foreign-owned companies than for domesti- 
cally owned ones. The opposite is true. In 
1986 (the latest year for which the sums can 










Stock of US foreign 
direct investment 
as % of GNP 






be done), value-added per worker in Ameri- 
can affiliates of foreign firms was $49,200; 
value-added per worker in American-owned 
firms was $47,500. The data for R&D are 
older, but they suggest that the gap in favour 
of foreign-owned companies is even bigger. 
In 1983 R&D per worker was $1,600 in for- 
eign-owned firms and $500 in American- 
owned firms. Looking at manufacturing. 
alone, the R&D figures were closer: $2,700 
foreign-owned firms and $2,300 in Ameri- 
can firms. 

Japanese-owned firms are the target of 
particular hostility in Washington. Are they 
any different? Yes, overall, because much of 
Japan’s investment has been in marketing 
operations and in banking, where little R&D 
goes on. But in manufacturing, their pay, 
value-added and R&D per worker are 
roughly the same as for other foreigners. 

Messrs Graham and Krugman see the 
long-term rise in foreign investment in 
America as an entirely natural trend. It still 
has some way to go before foreign owner- 
ship in America (roughly 10% of corporate 
assets in 1987) matches foreign ownership 
in Britain (14% in 1986) or West Germany 
(17% in 1986). In a sense, as politicians in 
Washington fear, the increase in foreign 
ownership is linked to America’s dwindling 
economic supremacy—but it is a symptom 
of that relative decline, not a cause. Ulti- 
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How IO RUN 
A BANK FOR 
PEOPLE WHO 
CREATE WEALTH 
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The American Express Bank is organized around the individual whose wealth 


is the product of personal enterprise. 


Hoi we setve such clients is as important as the services we provide. 


Here are the principles that guide our managers in 105 offices in 42 countries. 




















UR MISSION IS TO SERVE today's most successful. people 

and their businesses, around the world, around the clock. 

qu Our clients are creators of wealth. They have little need of 

|. bankers who are passive stewards. 

AES Instead, they will seek out the bank that is most ambitious on 
- dits clients’ behalf, that is most successful for its clients, and, above all, the 

most responsive. 

Excel in all these qualities, and your office will prosper 





THE MOST SUCCESSFUL PEOPLE ON EARTH 


In your dealings with clients, mold your organization to the 
-client's own: Recognize and respect a client's ties with other 
banks. Heed those who counsel your clients. 














Don't take on a new client unless you can pledge your top 
people. Make it a policy to exceed expectations. 

Never preach to your clients. Learn from them. They are 
among the most successful people on earth. 

Get to know each client like family. Clients who are auda- 
cious in business life may shun risk when choosing invest- 
ments for their private accounts. 

Don't oversell. Promise only what you can deliver, and 
deliver quickly. Make security your passion. Guard client con- 
fidences like the Crown Jewels. 

Keep your clients informed. Timely information is often . 
more valuable than gold to our clients. Not at all by chance, 
American Express Company is the largest private user of tele- 
communications services on earth. 

















American Express Bank maintains offices in 19 time zones, 
united by a highly secure electronic nervous system. We are a 
financial engine that runs on a 24-hour clock. 

- These four product families—Commercial Services, Sav- 
ings and Investments, Special Transactions, and Treasury Ser- 
vices—are the soul of our enterprise. Make them your focus. 

It is no accident that they mesh so neatly with the per- 
"sonal, commercial and entrepreneurial needs of our clients, 

`. Item: Currency traders positioned around the globe assure 
our clients of 24-hour access to Treasury Services. 

Item: Our specialists in asset finance, real estate, and other 
disciplines can be at a clients side within a day. 

Шет: American Express Bank will often engineér a prod- 
uct specifically for a private client. So the fit is exact. 


In recruiting, be patient. American Express Bank is an elite 
"corps: Hire only those who can enhance our teputation. They 
are rate birds. Seek out those few who combine these traits: 

1. 
Character. Cast-iron integrity, brains, energy, 
stamina, and grace under pressure. 
2: 
Verve. We admire activists who are willing 
to break some china within the Bank 
in order to be effective for their clients, 


3. 
Entrepreneurship. We reward those whose 
solutions to one client's needs create fertile 
opportunities for other clients. 


Unselfishness. Every Account Officer must be 
a "switchboard" connecting clients with 
whoever will best serve their needs. 

5. 
Resilience. People who thrive on weeks of 
sustained effort, and who display a genius 
for keeping up with change. 


Argentina 





(CAL American Express Bank, our heroes are not these who bring in the 


biggest deals. They are the men and women who perform for our cliente 
despite obstacles. When tragic floods in Bangladesh lf 30 million home 


It is the duty of every Senior Manager to apply unrerütti 
pressure to maintain our standards in every area. 

Never permit internal matters to distract your attention 
from client affairs, Delegate administrative tasks. See to ipe 
sonally that your clients are happy; not merely content, 

Spend at least half your time outside your office, among 
clients. You'll be amazed at how much smarter you becone. : 

Your office is like a ship. It will move faster when you 
scrape the barnacles off its bottom. Eliminate obsolete services cs 
and redundant departments. Banish committees. 

Never forget for an instant that when your client 
trust your people they are really trusting уол. You are the 
captain of the ship. n. 

Eradicate intolerance in any form. Ditro parochialis. We 
are international bankers, not village bureaucrats. 

Respond instantly to requests from other offices and you 
own requests will receive equal attention. me 

Create an atmosphere of intelligent ferment within the 
Bank. Make life exciting. Those who cannot thrive on change 
have no business in banking today. 


AMERICAN 
EXPRESS 
BANK 


NIMMT 
иран йанды ы нн aS 





It is the custom of American Express Bank's most senior people to meet with prospective clients. To arrange an introduction, 


Austria please contact the head of office in any one of these 42 countries: 
Bahamas Cayman Islands Germany Italy 
Bahrain Chile Greece lvory Coast Malaysia Pakistan Sri Lanka 
Bangladesh China Hong Kong Japan Mexico Panama Switzerland 
Brazil Egypt India Korea Philippines Taiwan 
Canada France Indonesia Lebanon Singapore Tarkey 


United Азий Ermira: 
United Kingdom 
United States 
Uruguay 

Venezuela 


Luxembourg Nigeria Spain 


Monaco 


Netherlands 
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gest borrower. No prizes 


Ir government hopes to hold its 
budget deficit at 133 trillion lire next 
year ($102 billion), or 10.4% of cpp, 
down from an estimated 1196 this year. 
Even if it succeeds, it will probably over- 
take America, where the total budget defi- 
cit (including the surplus on state and lo- 
cal government) is set to fall below $100 
billion in 1990. But Italy's track record 
suggests its deficit will be bigger still: in 
the past three years it has overshot its tar- 
get by an average of 13 trillion lire a year. 

Italy has slowly trimmed its deficit 
from a peak of 14% of GDP in 1983, but 
this has been mainly due to strong growth 
. and hence buoyant tax revenues; adjusted 
= for business cycles, its deficit has barely 
budged. The problem is that while its 
“primary deficit” (a definition that ex- 
cludes interest payments) has fallen from 
7% of GDP to less than 3%, interest pay- 
ments on its huge public debt have risen 
to 8.5% of cpp. 

Italy’s public-sector debt has already 
topped 1 quadrillion (ie, a million billion) 
lire, or roughly the same as the country's 
GDP. Some economists have long warned 
of disaster. Yet the Italian economy has 
thrived in the 1980s, with little evidence 
that the private sector is being crowded 
Out by government borrowing. Italy's 
growth rate has been the highest of the 
big European economies, private-sector 
investment as a share of GDP is above the 
EC average, and its external current-ac- 
count deficit has been modest. 

Neither economic theory nor history 
offers any clues as to what level of debt is 
ustainable. That depends upon the will- 
"ingness of private investors to finance it. 
Italy's budget deficit has been readily fi- 
nanced because ltalian households are 
among the thriftiest in the world. In 1988 
they saved 23% of their disposable in- 
come, compared with 4% in America, 
1596 in Japan and 1396 in West Germany. 
On top of this, “financial protectionism” 
has restricted the menu of investment op- 
tions. Domestic financial markets are rela- 
tively underdeveloped and foreign-ex- 
change controls have kept money inside 
the country. Households had little choice 
but to gobble up public debr. 

In the 1990s, however, there are at 
least three reasons why the deficit will be 
harder to finance. 

@ About half of all new saving now goes 
into government securities, compared 
with one-tenth in the mid-1970s, To per- 
suade Italian investors to hold an increas- 























Next year the American government is үш be the OECD’s big- 
do: guessing who will 





ing share of their wealth in public debt, 
real interest rates are being pushed 
higher. Not only will this squeeze business 
investment, it is inflating the govern- 
ment's own borrowing costs and hence its 
deficit. Real long-term interest rates of 696 
are higher than the real rate of growth, 
which means that if the government con- 
tinues to run a primary deficit, the ratio of 
public debt to GDP will rise forever. 





€ The savings ratio is likely to fall as do- 
mestic financial deregulation makes it eas- 
ier for households to borrow to buy a 
house or a car. 

@ As part of the move towards a single Eu- 
ropean market, Italy must scrap all of its 
foreign-exchange controls by next July. 
This could be the moment of truth: Ital- 
ians will be free to save where they like, so 
the government will lose its grip.on do- 
mestic savings. СИ 

In fact since some capital controls were 
abolished in October 1988, more capital 
has flowed into Italy than out, because 
foreigners have been attracted by high 
yields. This has encouraged a false sense of 
security, argues Professor Mario Monti of 
Milan’s Bocconi University; there could 
still be trouble ahead. 

First, he says, people will get used to 
the freedom of investing abroad, More 
important, freedom has so far been asym- 
metric: the doors have been opened wider 
for inflows than for outflows. Residents 
still cannot hold foreign bank deposits or 
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foreign securities of less thari six month 

maturity. On the other hand, contia: 

foreign borrowing were abolished in Oc- 
tober 1988, causing an explosion in for- 
eign-currency loans. 

Even if capital liberalisation has ex 
panded the global pool of savings from 
which the deficit can be financed (at 
present foreigners hold only 3% of out 
standing debt), that money can flow our 
of Italy as quickly as it flows in if the mare 
ket loses confidence in government poli 
cies. The decline in the average matutity - 
of debt to less than three years is a signal. 
of fading credibility. 

Professor Monti reckons that to ke D. 
the market happy the government must a 
least eliminate its primary deficit in order: 
to halt the growth in the ratio of debr to 
GDP. The government plans to turn the: 
primary deficit into a primary surplus of 
0.5% of оре by 1992, This would ү 
public-sector borrowing to 7.4% of opp. 
and stabilise the ratio of debt to opr at - 
106%. But few would bet much money on. 
the government hitting this target. Ine 
deed, the recent strong inflow of capita 
may give politicians the idea that they can 
go on financing the deficit forever. This is - 
why Italy may need a financial crunch to - 
force it to cut its deficit, 

Next year could, yet provide that 
crunch. Not only will all capital control: 
disappear, but as much as two-thirds of 
outstanding public debt is due to mature 
and will have to be refinanced. Along © 
with new borrowing, this implies that the 
government will need to raise an average 
of about 60 trillion lire each month, 5 
more than it has done in 1989, The mar 
ket is likely to give the government a 
tough time. 

If anybody is up to the job it is the new | 
Treasury minister, Mr Guido Carli, a fore = 
mer governor of the Bank of italy. To 
demonstrate his resolve to cut the budget, 
Mr Carli has said that he plans to seta 
the remaining capital controls earlier than 
the July deadline and to accept a narrower 
band for the lire in the exchange-rate 
mechanism of the Ems. 

Italy's EC partners urge it to cut its bud- 
get deficit because they fear that otherwise 
it will slow progress towards Europe's 
monetary union. But a more interesting 
question is what would happen if Italy did | 
eliminate its budget deficit while private | 
savings remained unchanged? By defini | 
tion, domestic savings (government plus 
private savings) minus domestic invest: 
ment must equal the current unt bal- 

ance. So if the budget deficit disappears 
and total domestic savings rise, then ei- 
ther there must be a huge investment 
boom or Italy's current account will move 
into massive surplus, even bigger than 
West Germany's. 
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mately, the force that drives FDI is the profit 
to be gained from taking particular skills 
and technologies to places that do not al- 
ready have them. As America’s lead in skills 
and technology narrows, it will have less to 
offer the rest of the world as an outward 
investor—and more to gain as a host for in- 
ward investment. 

America still needs to borrow from the 
rest of the world to finance its current-ac- 
count deficit; if it received less direct invest- 
ment from abroad it would need to borrow 
more in other ways. This is the most obvious 
reason to encourage (not merely tolerate) 
foreign investors. But it is not the best rea- 
son. Over the coming years America will 
need foreign skills and technology at least as 
much as the rest of the world needs Ameri- 
ca's. If America denies itself access to them, 
it will be the loser. That is the difference be- 
tween economic imperialism and economic 
interdependence. 
ЕЕ. 


Mattel and America’s toy industry 


Valley of the Dolls 


LOS ANGELES 


MAGINE a market where fashion 

changes as quickly as the seasons, where 
having a hit product can be your undoing 
and where none of the consumers is old 
enough to carry a credit card. That is the 
nightmare facing the $13 billion American 
toy industry. When junior America decides 
that one product—be it Teenage Mutant 
Ninja Turtles or Cabbage Patch dolls—is 
“сиге”, the toy's manufacturer cannot get 
them to the shops quickly enough; next 
year, when the inventory is piled high in the 
warehouses, the toy is dismissed by fickle 
eight-year-olds as “gross” and the company 
loses a fortune. Coleco, the 
Cabbage-Patch-doll maker 
which filed for bankruptcy 
in 1988, is a typical 
example. 

The reaction of most 
toymakers is to approach 
the market in the same way 
that a Hollywood studio 
does: launch plenty of new 
products and hope that the 
hits outweigh the duds. 
Mattel, one of America’s 
oldest and largest toy-mak- 
ers, best known for its 
Barbie doll, thinks it has 
come up with a strategy to 
beat the industry's boom- 
and-bust rollercoaster. 

Mattel almost fell off 
the rollercoaster itself. Only 
two years ago, when Mr 
John Amerman became 
chairman, Mattel looked 
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Globe-trotter 


like a goner. Losses in 1986 and 1987 to- 
talled $121.5m. Mattel had gambled on 
risky new products—and failed badly. A 
typical flash-in-the-pan toy was Captain 
Power, a “male action-doll”’ which was a hit 
in 1986. In 1987 sales dropped off, but 
Mattel still shipped it to retailers. The result: 
$20m worth of unsold Captain Powers. 

Mattel is now riding high again. The 
company's net profits for the first nine 
months of 1989 were $58.9m, double the to- 
tal for the whole of last year; sales increased 
by 2596 to $877.6m. Mr Amerman, previ- 
ously head of Mattel's international unit, 
has changed the company in two ways. 

The first was a bit of long-overdue cost- 
cutting. He fired 2296 of the workforce at 
headquarters and shut down ten of Mattel's 
19 production centres. He also reduced the 
number of Mattel toys by 25% to 650. 

All very sound and businesslike, but it 
does little to make toy-making less risky. 
Hence Mr Amerman’s second strategy: to 
build up a reliable stream of cash. Mattel’s 
cash cow (if that isn’t rude) is Barbie, the 
perky queen of dolls, who turned 30 this 
year yet still sells a phenomenal 54,000 a 
day. Mr Amerman is trying to extend the 
brand: besides the prim and proper Barbie, 
her “friend” Ken and her little sister Skip- 
per, Mattel now sells a disco-dancing Barbie 
and a Hispanic version of Barbie named Te- 
resa. Those and other Barbie spin-offs will 
help boost Barbie sales to about $600m this 
year, $100m above 1988's total. 

Mattel will also depend on other 
perennials such as Hot Wheels, a popular 
type of die-cast miniature car, which 
brought in $100m in sales last year. Sales of 
a Disney pre-school toy line launched last 
year is on track to double to $125m this 
year. Mattel will still splash out on bold new 
products, but it prefers to do so on others’ 
coat-tails. Analysts reckon Mattel’s new 
Power Glove, a snazzy 
Nintendo accessory that 
controls video games with 
arm and hand motion, 
could bring in $50m of rev- 
enue next year. 

Mr Amerman has also 
pushed the company over- 
seas, introducing Barbie to 
all sorts of eager little for- 
eigners. Sales abroad are ex- 
pected to jump 1496 in 
1989 and should account 
for 4596 of Mattel's turn- 
over. Mattel hopes to open 
a plant in the Soviet Union 
next year and another in Ja- 
pan, the world's second- 
largest toy market after 
America, by 1992. Does 
any of this mean that Mr 
Amerman has made toy- 
making less dependent on 
the whinfs of eight-year- 





olds? Probably, but at the same cost a Holly- 
wood studio incurs by relying on sequels 
and its film library to see it through. Mr 
Amerman will really be able to impress in- 
vestors only if he can find a new Barbie. One 
place he certainly won't look is the cabbage 
patch. 

ш. 





Japan’s helicopter boom 


Whirring blades 


TOKYO 


AUS a Picasso in the board room and a 
stretched Mercedes out front, a com- 
pany chopper on the roof? The skies over 
Japan are suddenly abuzz with helicopters. 
Busy Japanese executives have taken to the 
air as traffic has jammed to a halt on the 
roads, as trains have become more packed 
than ever, and as companies have had to 
cate new factories farther afield. Мо. 
wealthy individuals—with capital gains 
from the soaring stock and property 
markets—have joined their corporate cous- 
ins in pursuit of the ultimate status symbol. 
By last April the number of civilian helicop- 
ters in Japan had risen to 916, half of them 
in private hands. This year new helicopter 
registrations have been increasing by a hec- 
tic 40%. 

Elsewhere, such a demand for business 
travel would have led to a boom in general 
aviation. Not in Japan. The country has too 
few airports. And with land prices so exorbi- 
tant, few new runways are likely to be built. 
Heliports require much less space and can 
even be erected on company roofs. 

Firms are springing up across Japan to 
offer all sorts of helicopter services. Pacific 
Helisystem Corporation, based near Osaka, 
offers to buy helicopters for its clients, build 
their heliports and train their pilots. Se 
ing a pilot on a five-month training stin 
America sets the client back Y7.5m 
($50,000). Kawada Industries, a bridge- 
builder, has become a big importer for Rob- 
inson Helicopter of the United States. This 
year alone it has sold 17 of the Y22m ma- 
chines. In 1987 Kawada bought stakes in a 
couple of helicopter commuter lines in Ja- 
pan and opened a pilot school. lt is now 
building a maintenance facility and assem- 
bly plant to cope with the demand. 

In a similar expansion Shimizu Cor- 
poration, a big construction firm, has joined 
forces with Tokyo Lease to get into heliport- 
building. Two trading companies, C. Itoh 
and Mitsui, have teamed up to promote 
sales in Japan of the tilt-rotor v-22 Osprey 
developed by Bell Helicopter Textron and 
Boeing. 

Even carmakers are nosing their way 
into helicopters. Honda has a contract with 
United Technologies of America to import 
and sell the ¥700m Sikorsky s-76. Toyota has 
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bought a 20% stake in Japan 
- . Flying Service Company to try 
| to make money by operating 
helicopters for its own compa- 

*  niesas well as its clients. 
Politicians have been 
jumping on the helicopter 
bandwagon. Dietmen belong- 
ing to the ruling Liberal Demo- 
cratic party's "Heliport High- 
way 600" league have been 
lobbying the Ministry of Fi- 
nance for Y5 billion to launch 
their grand plan for 600 heli- 
ports scattered around Japan 
(and suitably close to their own 
constituencies). The govern- 
ment has now earmarked 
money from the future sale of 
Nippon Telegraph and Tele- 
ib phone shares to help pay for 
the building of local heliports. 

2 Japanese government, in- 
-..4singly nervous about fric- 
tion over its persistently large trade surplus, 
has been delighted to see so many helicop- 
ters being imported—especially as half of 
the machines registered in Japan come from 
America. 

Japanese industry is less keen on these 
imports. It would prefer to assemble the he- 
licopters itself. Kawasaki Heavy Industries 

been assembling the big military CH-47 
under licence from Boeing. Kawasaki is now 
skilled enough to export helicopter compo- 
nents to MBB of West Germany, Hyundai of 
South Korea and McDonnell Douglas. 
Ishikawajima-Harima Heavy Industries cut 
its teeth assembling kits of helicopter en- 
gines from America's General Electric. To- 
day IH! has a prototype of a helicopter ram- 











jet of its own design on the way. 

In what now promises to be a rerun of 
the fsx fighter-aircraft imbroglio, Japan's 
Self-Defence Agency has a whizz-bang com- 
bat helicopter, code-named the oux, on the 
drawing-board. The Y100 billion develop- 
ment cost is part of the next five-year de- 
fence plan, beginning in April 1991. The 
OHX, constructed almost completely from 
carbon fibre, will be as “stealthy” (invisible 
to radar) as whispering craft can come. The 
Онх will be Japan's first helicopter designed 
and built entirely at home. It will not be its 
last. OHX will provide all the knowhow so 
that Kawasaki can become a sizeable com- 
e helicopter maker by the end of the 
1990s. 





The battle for Italy's Mondadori 
+ ` ternal aria 


ROME 


T WOULD make a wonderful opera. In 
the latest twist to the intricate and bitter 
battle for control of Italy's Mondadori pub- 
lishing group, Mr Carlo De Benedetti unex- 
pectedly finds himself on the defensive, 
challenged by a television tycoon, Mr Silvio 
Berlusconi. Until this month Mr De 
Benedetti felt so securely in control of Italy’s 
biggest publishing group that he master- 
minded its acquisition earlier this year of the 
Espresso group, a rival publisher which 
owns a news magazine of the same name and 
a highly successful newspaper, La 
Repubblica. The acquisition made publish- 
ing one of Mr De Benedetti's principal in- 
dustrial activities. 
Not for long. On December Ist the 
Mondadori heirs, Mr Luca Formenton and 
his mother Christina, previously Mr De 
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Benedetti's allies, threw in their lot with Mr 
Berlusconi and their previously estranged 
cousin, Mr Leonardo Fornero Mondadori. 
The switch has left Mr De Benedetti in a mi- 
nority in the holding company AMEF 
Finanziaria, which owns 50.396 of 
Mondadori ordinary stock. Mr Berlusconi's 





Silvio sympathifes, Carlo sulks 











own minority holding in AMEF had previ- 
ously given him no say in Mondadori's man- 
agement. After the family's defection, he tri- 
umphantly looked forward to future — 
collaboration between the publishing 
house’s 16 daily newspapers and 35 maga- 
zines, and his own television companies. 
Mondadori publishes 2,000 books a year, 
besides running its own advertising 
business. : 

Victory to Mr Berlusconi? It is early days 
yet. Mondadori is a dynastic company with а 
long history of intra-family feuds and an in- _ 
tractable two-tier shareholding structure de- 
signed to leave group control in the hands of _ 
the family. Though Mr De Benedetti and his — 
allies now claim, following some 
stakebuilding, to control over 50% of 
Mondadori's total issued capital, their hold- 
ing is awkwardly divided between "privi 
leged" and ordinary shares. That leaves the 
Berlusconi-Mondadori camp in clear con- _ 
trol of any ordinary shareholders' meeting. 
But Mr De Benedetti, whose cir holding 
company owns over 7096 of privileged 
shares, would control any extraordinary 
meeting, where holders of both ordinary 
and privileged shares can vote. 

Small wonder then that a Mondadori _ 
board meeting on December 9th, attended 
only by Mr De Benedetti's representatives — 
and supporters, provoked the fury of Mr 
Berlusconi's allies by calling an extraordi- 
nary shareholders' meeting to approve a 
capital increase of 320 billion lire ($250m) in 
January. The proposed share issue, if it ever 
happens, would give Mr De Benedetti's CIR 
group undisputed control over Mondadori. 
The issue is also justified, according to the - 
company's pro-Dé Benedetti directors, by _ 
group debts of 370 billion lire. But Mr 
Berlusconi's lawyers have already taken _ 
Mondadori's directors to court in an at 
tempt to block the proposal. They have also 
called for an ordinary shareholders' meeting 
to elect a new board. 

Even if Mr De Benedetti ultimately wins 
control of Mondadori—hardly a safe as 
sumption at this stage—his reputation in It 
aly as a deft dealmaker may never recover. 
He seems to have badly overplayed his 
hand—and irritated his allies—by prema- 
turely announcing last summer that he had 
full control of the company. Mr Berlusconi 
has proved a better judge of character, 
skilfully playing on the ambitions and grow- 
ing dissatisfaction of the Mondadori family. 
Unlike the more abrasive Mr De Benedetti, | 
Mr Berlusconi also enjoys the sympathies of 
Italy's main government parties. Perhaps 
that is why the possibility that Mr 
Berlusconi could end up controlling a news- 
paper and magazine empire, three commer- 
cial television channels as well as Italy's larg- 
est advertising company, seems hardly to 
have raised an eyebrow in Italy's ruling 
coalition. 
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Graffito ergo sum 


ERTAIN aesthetes describe them as 
innovative folk art. The rabble 
` damn them as an eyesore. Whether you 
love them or hate them, graffiti have, 
since the dawn of time, been impossible 
to stamp out and costly to clean up. But 
Mr Torbjorn Bengtsson, a chemical engi- 
neer with Tensid, a tiny manufacturer of 
cleaning products in Uppsala, Sweden, 
has come up with an answer. And the 
Italian government is so convinced that 
| Mr Bengtsson's graffiti removers and 
| anti-graffiti coatings work that it is apply- 
ing generous quantities of both to 12 Ital- 
` jan cities to prepare for the invasion of 
spray-can-wielding yobbos due to arrive 
in June for soccer’s World Cup. 
Conventional graffitiremoval sol- 
| vents contain nasty substances which 
cause nervous disorders and in- 
- flame the skin and eyes. The main 
agent in Mr Bengtsson's solvent 
(n-methyl-2-pyrrolidone) is not 
toxic and so does not require 
someone dressed up like a space- 
. man to apply it. 
. Equally user-friendly are Mr 
Г. Bengtsson's anti-graffti coatings 
| which contain, among other 
things, innocuous vegetable-based 
waxes, silicone and water. Once 
| applied to almost any surface, they 
` form a barrier between it and un- 
| wanted substances: spray paint, 




































poster glue, grime and other pollutants 
common to large cities. But they also let 
air and moisture through. This is impor- 
tant, since surfaces that cannot breathe 
tend to corrode, crack or discolour. 

Although Tensid's products seem 
simple to use, the company prefers to 
train contractors to do the job, rather 
than sell the solvents and coatings di- 
rectly to the public. That way, Tensid's 
contractors can offer a continuous and 
lucrative graffiti-removal service. 

Tensid currently has 110 contractors 
in Sweden and this year has established 
eight in Britain and a couple in Argen- 
tina and Brazil. Inquiries have flooded in 
from Europe, Asia and America. Spray- 
paint manufacturers might think of sign- 
ing up as a Tensid contractor too. 








Comecon 
Busting open 
Eastern Europe 
M os ‘COW 
ASTERN Europe's terms of trade are 
` ly about to collapse. Between $5 billion 
гапа $10 billion may be subtracted from the 
collective current account of the five reform- 
ing countries of Eastern Europe (Hungary, 
Poland, East Germany, Czechoslovakia and 
Bulgaria) over the next two years. If this 
happens, it would wipe out whole sections of 
their inefficient heavy industries almost 
overnight and deal a shock to their econo- 
mies far greater than oil price rises in the 
_ 1970s dealt to the West. 
` The instigator of these changes is Mr 
— Nikolai Ryzhkov, the Soviet prime minister, 
` [na speech to the Soviet parliament on De- 
cember 13th he said that Comecon, the East 
European trading block, should start trad- 
ing at world-market prices by 1991. He also 
said it should replace its existing accounting 
system based on roubles with an accounting 
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system based on hard currency. 

This would have far-reaching conse- 
quences. The Soviet Union exports oil to 
Eastern Europe at roughly world market 
prices; in return it imports sub-standard 
East European manufactured goods at 
prices far higher than they could fetch on 
world markets. In effect, the Soviet Union 
subsidises oil exports to Eastern Europe. 
Dealing at world market prices would end 
the subsidy and destroy the old Comecon. 

The countries that would be worst hit 
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are those which import the most energy 
from Russia and export machinery back the 
other way. Hungary fears its trade with Rus- 
sia might—if the worst came to the worst— 
swing from a surplus of 1 billion roubles 
($1.6 billion at the official, fictitious, ex- 
change rate) to a $1.5 billion deficit. Bul- 
garia would suffer as much. Czechoslovakia 
and East Germany would be hit less hard. 
Poland and Romania, which are energy pro- 
ducers, would be less affected. 

All makers of heavy machinery that sell 
their wares in the Soviet Union—buses 
from Hungary, lorries from Czechoslovakia, 
ships from Poland—will be hit hard. At a 
time when Warsaw-pact members are slash- 
ing defence budgets and therefore defence 
industries, all this amounts to a huge dislo- 
cation of East European heavy industry. 

Yet Hungary had been seeking this 
change. Mr Ryzhkov's proposal would 
merely extend to the whole of Comecon the 
terms of a Soviet-Hungarian bilateral agr 
ment signed in July. Are the Hungaria... 
mad? Far from it. Though Hungary would 
suffer a short-term trade loss, Hungarian 
refomers can see that subsidised energy sim- 
ply encourages factories to waste fuel. By 
locking Hungarian factories into the Soviet 
market, Comecon also prevents them from 
reaping the far greater technological and 
marketing benefits of trading on world mar- 
kets. East European heavy machinery, de- 
signed for the undemanding Soviet Union, 
is usually impossible to sell anywhere else. 

In theory, switching over to dollar-based 
business puts trade between Comecon 
members on exactly the same footing as 
trade with any capitalist country. On the 
face of it, there is no reason why Comecon 
should survive at all since it will no longer 
offer its members any benefits. In fact 
whether Comecon survives or not, its mem- 
bers will continue to trade heavily with each 
other for two main reasons. The first ir ^ 
matter of technology. Many years of pro: 
tionism have given Eastern Europe its own 
technologies. Thus, throughout the region, 
printing technology is based on East Ger- 
man designs, so East German companies are 
the only ones that can upgrade printing ma- 
chines. The second is a question of macro- 








economics. During the next few years all 
Comecon countries are almost certain to de- 
value their currencies massively. This will 
raise the costs of imports from all countries 
except those which are also devaluing—ie, 
except from each other. 





Thailand’s economic growth 


Beyond a choke 


BANGKOK 


NYONE who wonders what economists 
mean when they mutter about over- 
heating or bottlenecks should come to Bang- 
kok. The snarled traffic, filthy air, clogged 
telephone system and orgy of building may 
be the labour pains of a big new business 
centre in the heart of the most dynamic part 
of the world economy. Or they could be the 
y's undoing. 

The Thai economy is expected to grow 
by 1012% this year, down only slightly from 
last year’s 11%. The speed of this growth 
has created a new class with Taipei-style 
wealth derived from land and stockmarket 
speculation. Land prices in central Bangkok 
have rocketed. The asking price for one rai 
(roughly two-thirds of an acre) in a good 
business district is now likely to be around 
120m baht ($4.7m), almost double the price 
of two years ago. The Emerald Building, in 
one of the smartest roads in Bangkok, re- 
cently changed hands for 680m baht, which 
means each of its three-bedroom apartments 
is worth around 10m baht ($400,000). 

Any Bangkokian who owns land is try- 
ing to develop it while the going is good. On 
one short stretch of the Chao Phraya river 
opposite the city centre, seven hotels and 
ten condominiums are going up. A Taiwan- 
ese group says it intends to put up a 90-sto- 
"ev building which would be the sixth-high- 

in the world. For those who have missed 
the property bonanza, there is always the 
stockmarket, which hit a record high in mid- 
December and has more than doubled in 
value over the past 12 months. 

Thailand's pro-business government 
cut taxes at the end of last year and has shied 
away from a proposed plan to introduce a 
modest 10% tax on capital gains. Bangkok’s 
newly rich, the main beneficiaries, are hav- 
ing a ball. The streets are jammed with shiny 
new cars, even though punitive import du- 
ties mean a bottom-of-the-range Volvo, for 
example, costs 1.3m baht ($50,000). And 
Tamnak Thai, the world's largest restaurant 
which can seat 3,700 at a time, sometimes 
has a queue for a table. 

This froth of ostentatious consumption 
highlights Bangkok's domination of the rest 
of the Thai economy. Estimates of the city's 
population range from 7m to over 10m after 
the harvest, when many agricultural workers 
come to the city in search of work. By com- 
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parison Chiang Mai, Thailand's second 
largest city, has a population of under 
250,000. Bangkok's port handles over 9096 
of the country's foreign trade. All the best 
schools and universities are in the city, as is 
the government. 

Perhaps most important from a business 
point of view, Bangkok is ethnically differ- 
ent from the rest of the country. Thailand is 
unique in South-East Asia in the ease with 
which it assimilated the wave of emigrants 
who left southern China at the end of the 
last century and now dominate the region's 
business. By one estimate, three-quarters of 
Bangkok's population has some Chinese 
blood, though nearly all now use Thai 
names. The traditional Chinese aptitude for 
business is one reason why the average 
Bangkok family's monthly disposable in- 
come is over 8,000 baht, almost double the 
national average. This disparity is likely to 
widen, as the capital has so far attracted the 
lion's share of foreign investment, despite 
numerous government schemes to drive it 
out into the provinces. 

There are now signs that foreign compa- 
nies, confronted with the choice of coping 
with Bangkok's overloaded infrastructure or 
braving the provinces, are choosing to go to 
another country. Last month Canon an- 
nounced it had decided to cancel plans to 
build a 4 billion baht camera-lens plant in 
Thailand and to go to Malaysia instead. 

Bangkok needs a breathing space before 
it can cope with any more investment. It also 
needs some serious attention to its infra- 
structure. Its best-known problem is traffic, 
which is terrible even by Asia's.low stan- 
dards. The number of cars in Bangkok has 
doubled over the past five years. 

In most cities a little over 10% of the 
surface area is covered by roads. In Bangkok 
the figure is 4%. Average commuting time 
for most workers has more than doubled 
and businessmen think carefully before 
agreeing to go out to a meeting. But the tele- 
phone is not a reliable alternative. There are 
only seven telephone lines for every 100 resi- 
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dents, compared with 33 in Taiwan or 46 in 
Hongkong. Cellular telephones are fine for 
making international calls, but they have be- 
come so popular that they are useless for 
making a call within the city. 

Bangkok's human "infrastructure" gets 
less attention, but could turn out to be a 
more serious weakness. The city's schools 
and universities cannot meet the increasing 
demand for skilled workers. For example, 
only 3,500 engineers graduate each year, less 
than half the number required by Thai- 
land's booming economy according to most 
estimates. 

And then there is the problem of Alps. 
Bangkok's massive red-light district, 
thought to employ around 250,000, to- 
gether with the city's large number of heroin 
addicts make it an ideal breeding ground for 
the disease. This could make a deep dent in 
tourism, one of the mainstays of the city's 
economy. Most of the 4.2m tourists who vis- 
ited Thailand last year passed through Bang- 
kok. A large number of them were single 
men in search of $25-a-night companions of 
either sex. Like many other governments 
around the world, the Thai government is 
unsure what to do about AIDS, except to 
wish that it would go away. 

The election on January 7th for a new 
governor of Bangkok is unlikely to improve 
matters. Mr Chamlong Srimuang, whose 
first four-year term as governor ended last 
month, is the favourite to win. A former ma- 
jor-general in the army, Mr Chamlong is а 
celibate, teetotal vegetarian who prefers to 
sleep on the floor. He is also said to be incor 
ruptible, one reason why Thailand's ruling 
coalition detests him so much. The govern- 
ment did its best to block any efforts by Mr 
Chamlong to make Bangkok a more bear- 
able and efficient place during his last term 
and will continue to do so if he wins again. A 
state of mild anarchy in which nobody really 
governs has not stopped the city growing in 
the past. But another dose may be just too 
much of a good thing. 


—Á wu —À 
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PORT MORESBY 


HOUGH it lies barely 100 miles north 
` A of Australia, Papua New Guinea is the 
- "last unknown”. With an area roughly twice 

as big as Britain, but a population, at 32m, 
ss than half the size of London's, PNG, as it 
- is known by the few who do know it, is one 
of the most sparsely populated countries in 
the world. Precipitous mountains, dense 
tropical rain forest and fast-flowing rivers 
cut off its tribes not only from the outside 
world but also from one another. They are 
so isolated that more than 700 distinct lan- 
es are spoken in PNG. That is almost 

f the known languages in the world. 
.. The tribes of the mist-shrouded High- 
lands, where one-third of the population 
- lives, knew nothing of white men, metal 
` tools or the wheel until the 1930s. Some 
| parts of PNG are little changed. Cults and 
` sorcery still flourish. Tribal wars, often over 
— land rights, are fought with spears and axes. 
They have become ritualistic, however. 
Fighting is confined to the immediate dispu- 
tants and may even be halted to allow a tour 

` group to cross the battlefield. 

p Papua New Guinea has moved from 
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‘Unknown past to famous future 


41. 1 "AE 
3 : 4 
EN И ВЧ: ' 


Developing countries that аге rich in minerals and oil all too often fritter 
away their revenues and mismanage their economies. Will Papua New 
_ Guinea—the new “gold mine” of the Pacific—be an exception? 


stone age to plastic age in just a few decades. 
In the 1990s the country will face yet an- 
other dramatic jolt: a minerals boom on an 
unprecedented scale. What new changes will 
this new-found wealth wreak? 

Gold and copper already account for 
more than two-thirds of PNG's exports. The 
country's minerals are vast in relation to the 
size of its population. Bougainville and Ok 
Tedi are two of the world's biggest copper 
mines. When the Porgera gold mine (a joint 
venture between Placer, Renison Goldfields 
and мїм Holdings) comes into production 
in late 1990 with its annual output of 
800,000 ounces, it will be the biggest gold 
mine outside South Africa. Another mine 
on the island of Lihir, awaiting approval, 
could be bigger still. If all the new mines go 
ahead, gold output will triple by 1992, to al- 
most 100 tonnes, making PNG the world's 
sixth-biggest producer. 

But mining is not easy in PNG. Some of 
the mines, such as Ok Tedi, which is oper- 
ated by BHP of Australia, are perched on re- 
mote mountain tops in the Highlands. Ex- 
ploration and development costs аге 





perhaps three times those in Australia. But 
because the deposits are so rich, operating 
costs per tonne are a third lower. 

Furthermore, a consortium of six com- 
panies, headed by Chevron, has found oil in 
lagifu-Hedinia in the southern Highlands. 
The decision to develop the field has been 
delayed as the latest estimate of proven and 
probable reserves, at 130m barrels, is 
slightly below the threshold required to jus- 
tify the construction of a 175-mile pipeline 
and a total development cost of $1 billion. 
But the question about development seems 
to be when rather than whether. Once the 
pipeline is built, it could justify the develop- 
ment of further oil reserves known to exist 
in the area. 

The country may be on the brink o. a 
minerals boom, but its prospects have been 
clouded since May by the closure of the 
Panguna copper mine on Bougainville, 
which is operated by CRA, a subsidiary of 
Britain's RTZ. Local landowners have been 
in revolt, and at least 35 people have been 
killed in violence marked by the use of guns 
as well as bows and arrows. They are de- 
manding 10 billion kina ($11.5 billion) in 
compensation for environmental damage. 
On what was fertile land is now one of the 
world's biggest man-made holes, some 2,000 
yards across. Three-quarters of the govern- 
ment's security forces are on the island, but 
they have an almost impossible task of de- 
fending the mine and its umbilical 12-mile 
power line which runs through dense jungle. 

In 1988 Bougainville generated 4596 of 
PNG's export earnings and 1796 of govern- 
ment revenues. Yet the economy has been 
hurt less than might be expected. Take the 
budget shortfall. Taxes and dividends fr 
mining are not spent as they are received, 
but are paid into the Mineral Resources Sta- 
bilisation Fund (MRst), of which only part is 
drawn down each year. 

Moreover, taxes are paid a year in ar- 
rears, so in 1989, despite the mine's shut- 
down for half the year, the government has 
received a record 150m kina from Bougain- 
ville out of last year's bumper profit. Since 
Mr Paul Pora, the finance minister, had 
budgeted to draw down only 77m kina 
(equivalent to 896 of total revenue), the 
MRSF will actually close 1989 larger than it 
started the year, at almost 200m kina. If the 
drawdown continues at much the same level 
as over the past two years, there is enough in 
the fund to see the government through to 
1992, even if Bougainville stayed closed. By 
then taxes should start to flow from the new 
gold mines and from Ok Tedi. 

So budget cuts will be modest. The im- 
pact of the closure of Bougainville on the 
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serves is more serious—though 
again not as bad as its 4596 share 
of exports might suggest. Foreign 
reserves are comfortable, at more 
than five months-worth of non- 
mining imports (àll mining im- 
ports are financed offshore and so 
do not make a call on reserves). 
Also the loss of exports from Bou- 
gainville will be partly offset this 
year by a doubling of copper pro- 
duction at Ok Tedi, by the rise in 
the copper price, and by the open- 
ing of a new gold mine on the is 
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parison with the IME's usual cli- 

ents, PNG would have few problems comply- 
ing with its routine conditions on fiscal and 
monetary policies. The only sticking point 
might be if the MF demanded a devaluation 
of the exchange rate. The Bank of Papua 
New Guinea is committed to a firm ex- 
change rate to keep inflation low. 


Sound as the Bundesbank 


The fact that the closure of Bougainville 
need not cripple the whole economy is a 
tribute to PNG’s prudent economic manage- 

, nt. Sound fiscal and monetary policies 
have helped to deliver lower inflation and 
faster growth than the average for non-oil 
developing countries in recent years. 
Growth averaged 4⁄2% in the four years to 
1988, while inflation was only 596 a year 
thanks to monetary discipline of which 
West Germany's Bundesbank would be 
proud. The government has cut its budget 
deficit from 6% of GDP in the early 1980s to 
196 in 1988, at the same time as its Austra- 
lian grants fell from 3396 to 1796 of total rev- 
enue. Total foreign debt has fallen from 
90% of GDP in 1985 to 64% in 1988, and 
though PNG still has a large current-account 
deficit (about 5% of Gr) this partly reflects 
imports of capital equipment for the new 
mines. 

Even if the economy can weather the di- 
rect financial loss of the closure of Bougain- 
ville, the impact on the confidence of for- 
eign investors and their willingness. to 
finance future development could be more 
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serious. The big question is whether future 
mines will face a similar threat. The answer 
is probably not. 

In many ways, the situation at Bougain- 
ville is special. Beneath the landowners’ 
grievances lies a deeper issue of secession, 
which was threatened in 1975. Bougain- 
villois feel ethnically closer to Solomon Is- 
landers. They disparagingly refer to people 
from the rest of PNG as red skins. 

The second thing that makes Bougain- 
ville different is that the original mining 
agreement was negotiated before indepen- 
dence from Australia (a period known in 
pidgin English as taim bilong masta). The 
local landowners were barely consulted, 
With hindsight, they got a raw deal. In all 
the new mining deals landowners are being 
treated more generously. 

The original Bougainville deal gave just 
5% of the royalties to landowners; under the 
new national mining policy, which has now 
also been offered to Bougainville landown- 
ers, they will get 20% plus the opportunity 
to take a 5% equity stake in the mine (out of 
the national government’s 10-20% share) 
on favourable terms. 

A third factor is that many of the jobs at 
the Bougainville mine were taken by 
Highlanders—ie, "foreigners". In the new 
Highland mines, jobs and contracts will go 
mainly to locals. This will give them a 
greater incentive to keep the mine open. 

This does not mean that dealings with 
landowners at other mines are plain sailing. 








will more than quad 
that the current account will move 
plus by 1994. These may be overe 
forecasts, but the increase in reve 
clearly offers PNG the opportunity for fas 
development. ud 
The minerals boom will have ее: 
impact on incomes and jobs, as there a 
links between mining and the rest o 
economy: mining employs only 0.3% 
labour force. The benefit to the bulk: 
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Not down Mexico's way 
The government talks wisely of the need.to 
translate non-renewable mineral resourc 
into renewable resources—ie, agricu 
non-mining industries, infrastructure а 
human capital—to sustain growth when t 
minerals run out. In countries like Mexic 
and Nigeria, minerals booms have encoy 
aged reckless spending on white elepha 
Will PNG avoid these mistakes? The cou 
try's tradition of fiscal prudence suggests 
belief that it could, but ruo still nee 
overcome some big obstacles. 
Though the macroeconomic | 
of the economy deserves high marks, m 
economic policy has been neglects 
tural problems, such as a short 
labour and high wage costs, d 
investment. Bureaucratic delays in. 
and implementation hinder public inve 
ment and maintenance, leaving the trans 


8 













rt system woefully underdeveloped. The 
capital, Port Moresby, is still not linked by 
oad to any other large town. If the govern- 
ent is to tackle these weaknesses, the bu- 
aucracy needs to be made more efficient. 
- The blame for the microeconomic mal- 
aise lies mainly in the political system. PNG 
has a Westminster-style parliament, but 
ith an important difference. Political par- 
ties are based not on ideology but on 
personality and regional ties. Guided mainly 
by self-interest, politicians are free to shift 
from the party to which they were elected to 
another. These ever-shifting alliances pro- 
duce increasingly frequent changes of gov- 
rnment. Prime ministers, who are elected 
‘on the floor of the parliament, are given six 
months’ grace after which they can be chal- 
nged at any time. 





























































race and favours 
some ways this "instability" based on 
ribal diversity is a source of stability in PNG: 
» single group is powerful enough to take 
ver, so the sort of coup seen in Fiji is un- 
ely. But it is also a source of inertia: too 
much time is spent in political manoeu- 
g, distracting attention from economic 
ues. Since there are few ideological differ- 
ces between the parties (all basically fa- 
t free enterprise), government changes 
ult in little change in macroeconomic 
anagement; but prime ministers with an 
е to their own survival are unable to take 
h measures to tackle structural obsta- 
development. 
wo constitutional reforms are being 
nsidered: to extend the six-month grace 
iod to two years, and to oblige members 
parliament who cross the floor of the 
ouse to stand for re-election. But obtaining 
e necessary 75% majority will be tricky. 
The current prime minister, Mr Rabbie 
maliu, who leads the Pangu party, is 
rt and capable. He has been criticised 
not acting firmly on Bougainville. But in 
consensus-based Melanesian society, 
rong-arming is difficult. Mr Namaliu is a 















good conciliator, which is probably what the 
country needs now. But just as he gained of- 
fice in 1988 by overturning Mr Pias Wingti 
of the People’s Democratic Movement in a 
vote of no confidence, Mr Namaliu could be 
ousted at any time. 


Colonial cocktail 

One enthusiastic visitor to PNG is an Ameri- 
can economist, Mr David Hale of Kemper 
Financial Services. He describes it as having 
an ltalian political system, an African infra- 
structure and a West German monetary pol- 
icy. If that is not odd enough, add a fourth 
ingredient: an Australian labour market. 
The centralised wage-fixing system inherited 
from its colonial masters is the biggest con- 
straint on industrial expansion in PNG. 

Wages are set by the Minimum Wages 
Board every three years, and then indexed 
to inflation. The result is that the average 
wage in manufacturing industry is three 
times that in the Philippines, almost twice 
that in Malaysia, and higher even than in 
South Korea where СОР per head is three 
times bigger. Since productivity is low in 
PNG due to poor education, the gap in unit 
wage costs is wider still. 

High wages inhibit investment in job- 
creating industries, while the close link be- 
tween prices and wages limits che use of the 
exchange rate as a way to improve competi- 
tiveness. Greater wage flexibility will be- 
come even more urgent as the mineral boom 
gathers pace, to help the economy absorb 
the likely upward pressures on wages and 
the exchange rate. 

The government argues that radical re- 
form to scrap indexation is politically impos- 
sible in the immediate future. The alterna- 
tive is to raise productivity through educa- 
tion and training. In a significant policy 
change, the Namaliu government has al- 
most doubled planned spending on educa- 
tion in the five years to 1993. Education in 
PNG is poor compared with other countries 
at the same stage of development (its income 
per head of $750 is higher than in Indonesia 
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ot the Philippines). There is no compulsory 
education: three-quarters of children enrol 
for primary school, but perhaps one in two 
drop out. Only 15% are enrolled in second- 
ary school. Only 30% of adults can read. 

High wage costs and the small, frag- 
mented domestic market rule out the South- 
East Asian style of development through la- 
bourintensive ^ manufacturing. — PNG’s 
comparative advantage lies in agriculture. 
Some 8796 of its people still live off the land, 
mostly by subsistence farming. 

The country has a relatively high ratio 
of fertile land to labour, and its good climate 
and soil produce high yields. There is enor- 
mous scope to increase production of the 
main export crops, coffee, cocoa and palm 
oil, as farmers shift to cash crops. The snag 
is that the system of land ownership makes it 
difficult to obtain land for expansion. Some 
97% of all land is owned by clans under cus- * 
tomary title and cannot be bought and s '' 
by individuals. The government recogn 
that the difficulty of acquiring land is one oi 
the most serious obstacles to private invest- 
ment and development in PNG, and it has 
developed a five-year programme to free up 
some land. 


Wanton wantok 

An expansion of agriculture would also help 
to halt the drift of the population into the 
towns. PNG’s image abroad—and hence its 
investment prospects—has been damaged 
in recent years by a deterioration in law and 
order. While this has been exaggerated by 
the press, expatriates in Port Moresby live in 
barbed-wire fortresses to keep ош 
"rascals"—gangs of unemployed youths 
who roam, rob and rape. 

The blame lies with rising unemploy- 
ment and the wantok system (literally one 
talk) through which clan members share 
each other’s wealth. The wantok system en- 
courages the young to drift to the tor™ 
knowing that their clansmen will feed 
shelter them. On the other hand, one bene- 
fit of the wantok system is that there is little 
squalor in PNG. This “privatised social-secu- 
rity system” ensures that the country has 
few beggars. 

Can a country which has evolved from 
stone age to twentieth century within two 
generations tackle its structural problems in 
just one more decade? The closure of Bou- 
gainville could be its best chance. Though it 
is a financial blow in the short term, it has 
drawn attention to the need to diversify the 
economy and not to rely solely on minerals. 
It has also helped to dampen unrealistic 
expectations about the country’s mineral 
wealth. What better opportunity for the 
government to reform the rigid wage-fixing 
system and prune its inefficient bureau- 
cracy? Only by grabbing this chance will the 
“last unknown” become tomorrow’s eco- 
nomic discovery. 
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WHAT GOOD Is A BUSINESS ON THE Move 
Ir YOUR BANK Stays AT HOME? 
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If your company’s future involves the Asia-Pacific region, today’s Honeywel | 
~ can help you succeed. 
Because the future belongs to those in control. And today more than ever, | 
K Honeywell is the world’s foremost provider of control products, systems and 
technologies to the Asia-Pacific market. 
: : .. Honeywell building controls — found in one-third of all the world's commercial 
en авав — manage everything from security to energy conservation. 
Honeywell industrial process controls and sensors help businesses compete mor: 
effectively. Honeywell residential controls have been keeping families mor 
comfortable and secure for over 100 years. And Honeywell navigational controls 
serve defense and commerce in the sky, on the ground and under the sea. 
Today’s Honeywell is faster, smarter, better than ever. We're not in the computer : 
business or the camera business. We're in only one business: putting you in control. : 
So don't face tomorrow without the winning advantage of today's newest control | 
technology. For information, call your nearest Honeywell Asia Pacific office today. 


We'll help you face the future with a smile. 
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Contrary to popular opinion, 
not all bears look alike. 


Neither do global asset managers if you examine them carefully, For example, the 
Julius Baer Group, which has over 40 years experience in international portfolio 
management. Headquartered in Zurich, Bank Julius Baer also operates in London 
and New York, bringing together a strong team of international money managers and 
state-of-the-art technical facilities. 

If your investment goal is long-term capital preservation and enhancement, take a 
closer look at Bank Julius Baer. We offer superior asset management services. 


JBB 
BANK JULIUS BAER 


For the Fine Art of Swiss Banking 





Zurich, Bahnhofstrasse 36, 8010 Zurich, Tel. (01) 228 51 11 
London, Bevis Marks House, Bevis Marks, London EC3A 7NE, Tel. 01-623 4211 
New York, 330 Madison Avenue, New York N Y. 10017, Tel. (212) 949-9044 
San Francisco · Los Angeles - Mexico City - Hong Kong · Tokyo: Geneva : Munich 


Member of IMRO and TSA 
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Euroequities and the 
London money mill 


ber 1987 stockmarket crash is now 
picking itself up. Companies keen to match 
better the worldwide mix of their business 
with an international spread of shareholders 
have again been launching share issues out- 
, side their domestic market—and usually do- 
ing so from London. The handful of invest- 

"banks that dominates the so-called 

dequity” market has been minting 
money this year. Unlike in other parts of the 
Euromarket, competition is doing little to 
erode the profits of this select band. 

New business in the Euroequity market 
is still far below the heady volumes that pre- 
vailed in the year of the crash, when $22 bil- 
lion-worth of international equity issues 
were launched. Even so, the pace of new 
Euroequity issues is quickening. An increas- 
ing number are structured solely with inter- 
national investors in mind, though most are 
still done as part of a standard domestic 
issue. 

In May the $1.1 billion privatisation of 
Repsol, Spain's state-owned oil company, 
put $430m of equity into non-Spanish 
hands. In the autumn launch of Euro 
Disneyland, a theme park being built out- 
side Paris, half of the $900m share issue was 
placed outside France. The sale on Decem- 
ber 12th of Britain's state-owned water in- 
© y will put $1.2 billion, or 1496 of the 
i ~ issue, in international hands. The wa- 
ter sale should help nudge the new-issue vol- 
ume in the Euroequity market close to 
$12 billion for the whole of 1989. 

That is 5096 up on the figure for 
1988 (see chart on next page). 

Euroequity issues appeal 

to companies, for several rea- 


A knocked flat by the Octo- 


sons. Companies imagine that a cosmopoli- 
tan list of shareholders earns them kudos, 
by raising their profile in countries where 
they operate. More importantly, some com- 
panies that want to float themselves or sim- 
ply raise capital are constrained by the small- 
ness of their domestic market. lt makes 
sense for them to seek foreign investors. For 
instance, commercial banks, trying to raise 
their capital-adequacy ratios in readiness for 
the Bank for International Settlements’ new 
guidelines in force in 1992, have sated their 
domestic market with issues. Hence the 
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spate of Euroequity issues for 
Privatisations test domestic mark 
full. The flotations in Spain of 

and Repsol, and in Holland of as 
and—this month—of the newly 
NMB-Postbank, would have proved inc 
ible if sold only at home. 

It is no coincidence that a big chuni 
new Euroequity paper in 1989 has с 
from continental European companies 
ternational investors, excited by rhe rise of 
the continental bourses this year andr 
heady levels of corporate activity, have ha 
kered for fresh European paper in 1989. - 

The pool of potential buyers of i 
tional paper is vast. Currently, 
billion of foreign equities are he 
$120 billion in Switzerland: $60 
America and $40 billion in Japan | 
ing to best guesses. Net investment in fo 
eign countries by these four ha led 
around $50 billion thís year. Even 
many countries equity investors hold a f 
portionately tiny amount in foreign shat 
American pension funds keep only about 
10% of their equity portfolio abre E 
nese pension funds just 1-3%. In cont 
British and Dutch pension funds he 
a fifth of their portfolios in foreign shares 


Not like it was 
Although the Euroequity market is 
ning to grow back to its pre-crash s 
lost much of its cut-throat spirit. In] 
the big battalions ruled. Banks com 
fiercely to launch vast and prestigious 
of shares. Frequently, they won the 1 
dates to do deals simply by offering t 
keenest price—just as they did in the Eur 
bond market-—with scant re for’. 
whether investors wanted the 
paper, 
Companies have painful 
learnt that, unlike Eurobon, 
their equity cannot 
treated as a.-simple co 
modity. When a Eur 
bond issue flops, ch 
company whe 
is being 





P 


| | FINANCE 


not mind terribly. Equity is another matter. 
The collapse of a highly visible Euroequity 
issue is a humbling experience for a compa- 
ny's management. A failed issue can knock 
| the share price for months and risk a hostile 
_ bid—one reason that companies are now 
happy to pay huge fees for their Euroequity 
issues to ensure success. Investment banks 
handling a deal charge anything from 3.596 
of the value of an issue for a privatisation, to 
over 796 for a company that is little known 
to foreign investors. It is also fear that makes 
companies now prefer to stíck with invest- 
ment banks that have proven records. As a 
- result, S.G. Warburg, a British investment 
- bank, stands above its rivals. lt has 
organised $1.1 billion of issues so far this 
year, comfortably ahead of Goldman Sachs 
($890m), Merrill Lynch ($740m), Morgan 
Stanley ($700m) and Credit Suisse First 
Boston ($550m). 

Warburg, with its long list of European 
corporate clients, has won its spurs partly on 
the research it puts into deals, partly on 





their structure and marketing, 
but also on its readiness to turn 
deals down. Several interna- 
tional issues reputedly offered 
to Warburg in the past year— 
eg, for Olivetti, a long-standing 
client of Warburg, and Bel 
gium's — Kredietbank—were 
taken over by other banks 
(France's Indosuez and Ameri- 
ca's Morgan Stanley respec- 
tively) and then failed. 

Part of Warburg's success 
stems from the disciplined way 
it organises deals with the so- 
called "ring fence" style of syn- 
dication. With this method, 
the lead managers organise 
syndicates for each region or 
market in which the shares are to be sold, 
The syndicate members are not allowed to 
sell their allocation of shares outside this 
specified market. 

The alternative, "flexible" approach, 













Euromarket private placements 


- Off the record 


, ILE Eurobond houses protest 
about the cutthroat business in 
which they compete, they are making silent 
but serious money in private placements, a 
$100 billion-a-year market that pulls in 
about $1.5 billion in revenues for invest- 
ment banks and securities houses. Private 
placements boast neither the high profile 
nor the stock-exchange listing of a publicly 
issued Eurobond. Instead, they are usually 
bespoke issues of bonds, whose yields and 
_ maturities are tailored to fit the needs of a 
particular group of investors. 

Unlike publicly issued Eurobonds, pri- 
vate-placement bonds are denominated in 
largeish sizes—say, more than $500,000, are 
designed for professional rather than retail 
investors and are infrequently traded. Be- 
cause of the discreet way in which these 
deals are arranged, the fees banks earn are a 
fat 1-2%—compared with the 0.125% that 

managers expect to get on public dollar 
__ Eurobonds. 
| Companies like private issues, which al- 
-. low them to raise smaller amounts of money 
than with a public bond. A $50m is- 
sue, common in the private place- 
ment market, is unheard of in the 
public market, where the expenses 
_ and fees related to a stock-exchange 
listing would quickly eat into a small 
public issue. 

For many  private-placement 
bonds, home is in the portfolios of 
big American institutions, such as 
Prudential Corporation, and the 
bulging fund-management portfolios 
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of Swiss banks. Deals are done back to 
front: the investor is approached first and 
asked what he requires. Then the invest- 
ment bankers return with a borrower keen 
to do an issue with a suitable structure. Such 
tailoring is impossible in the production-line 
public Eurobond market. 

Increasingly, large chunks of private 
placements have flowed into Japan. In 1988 
roughly $20 billion-worth of privately 
organised deals were placed with Japanese 
investors, up by about 30% on the year be- 
fore. The pace of new issues has barely 
slowed this year. 

The Japanese life insurance companies 
have assets of about ¥100 trillion ($700 bil- 
lion). The insurers participate in the private 
placement market through their leasing sub- 
sidiaries, which soak up many high-yielding 
private issues. One way they do this is by 
way of quasi-loans linked to notional leasing 
transactions called kagonuke leases. As such 
deals are classed as trade transactions by the 
Ministry for International Trade and Indus- 
try (Mrri), the leasing companies’ regulator, 











whose most successful propo- 
nent is Goldman Sachs, allows 
syndicate members to sell their 
allocations anywhere they 
wish. The flexible approach al- 
lows the supply of shares to 
flow to where demand is great- 
est—which often means Lon- 
don's institutions. The ring 
fence spreads shares more 
widely, and stops institutional 
investors from being pestered 
by a bevy of banks. The boon 
for Warburg is that it can con- 
trol its home market—and the 
one with by far the biggest pool 
of international investors. 
Some institutions, though, re- 
sent this dominance. They say 
that it forces them to get smaller allocations 
of shares than they might otherwise be able 
to buy—and that they have to take issues 
they do not like in order to be offered ' 
juicy ones. 





they are waved through. 

The Ministry of Finance, on the other 
hand, regulates the insurance companies. It 
is worried about their involvement through 
their leasing subsidiaries in the shadowy 
world of private deals. This year the finance 
ministry is considering new regulations cov- 
ering the big insurance companies. In the 
past they have been allowed to pay divi- 
dends only out of yield income. This was de- 
signed to safeguard the companies’ assets for 
policy holders. 

The new thinking is to allow insurance 
companies to pay out dividends from capital 
gains, too, which will make them look at the 
total return an investment provides, rather 
than just the yield. This would make the 
high-yielding subordinated debt issued by 
the world's banks to boost their capital ra- 
tios less sought-after by Japan's insu 
Such debt has been a staple of the pr...... 
placement market. 

In the Eurobond houses that are cream- 
ing profits from these deals, some now fear 
that the regulation of the insurers' leasing 
arms will be switched from Mrri's paternal 
control to the beady-eyed officials at the fi- 
nance ministry. Some foreign bankers аге 
nervously awaiting the outcome of events 
surrounding the collapse in October of prc 
New Zealand, an investment bank, 
and the regulators' response to it. 

DFC New Zealand had made 
many debt issues targeted at Japanese 
investors, including the leasing com- 
panies. Some finance-ministry offi- 
cials are said to be keen to class the 
leasing companies’ quasi-loans as 
lending, which would give them a 
good excuse to pull the leasing com- 
panies into the ministry's orbit. 
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Bad bargains on the high street 


Around the world the fizz is going out of retail shares 


HE price-slashing signs in shop win- 

dows in Britain and America show 
how unseasonably difficult this Christmas 
has been for. retailers—and their shares. 
Selling will become even tougher for them 
in the new year if the two economies con- 
tinue to slow down. Business is, and will 
continue to be, faster in Japan and West 
Germany, but stores there will have to 
„build up their international operations to 
buttress domestic businesses. 
Worth betting on? Perhaps: though 
distribution problems and local cultures 
stand in the way, some retailers flourish in 
foreign markets. Take IKEA, a pri- 


Japanese consumer expenditure should be 
around 4%. That compares with this 
year’s probable figure of 3.2%. Stores, 
however, may take a smaller slice of the 
consumer’s spare cash. The Japanese are 
spending more of their cash on holidays— 
good for companies such as Séibu Saison 
which own in-store travel agents and ho- 
tels, but not so good for other, purer 
stores. 





vately owned Swedish furniture re- 
Мег, which has 83 stores in 20 
- countries. In 1988 its turnover was 
Skr 16.6 billion ($2.6 billion) and 
its after-tax profit margins were 
over 5%. The company’s next tar- 
get market is Eastern Europe. Sad 
that you can't buy its shares. 
Delhaize, a Belgian food re- 
tailer, is another successful inter- 
nationalist. It has been opening 
100 supermarkets a year for the 
past couple of years in America— 
it now has close to 600 stores. 
Thanks to this expansion it has in- 
creased earnings by 30% a year de- 
spite taking on hefty debts to ac- 
quire and refit the stores. Around 
80% of Delhaize’s annual profits 
now come from America. Ahold, a 
Dutch food retailer, has a better 
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balance. It has broken into the 

ranks of the top ten American food retail- 

ers and earns 40% of its 190m guilder 
35m) post-tax profits there. 

Such European successes pale beside 
Japanese achievements in other parts of 
Asia. In Hongkong, Singapore and Bang- 
kok, Japanese retailers led by companies 
such as Yaohan, Daimaru and Isetan have 
used their “scientific retailing tech- 
niques’ —ie, being well-organised and ef- 
ficient—to elbow the locals aside and grab 
between 40% and 50% of department- 
store sales. 

The Japanese stores might have to rely 
more on international expansion because 
of shifts in the domestic economy. True, 
consumer sales in Japan are booming; in 
August their volume was 72% up on the 
* level a year earlier. Stores’ share prices re- 
flect this: this year they have risen much 
faster than the market as a whole (see 
chart). À vear ago, however, retail sales 
were depressed as Emperor Hirohito sick- 
ened and died. Next year the growth in 
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Some of the biggest West German re- 
tailers, such as Tengelmann, Europe's 
largest supermarket chain, have also ex- 
panded internationally. Tengelmann, 
which is privately owned, controls the 
American: supermarket chain, A&P. Do- 
mestically, West German retailers are 
looking forward to a bumper year. Con- 
sumer expenditure in West Germany 
should grow by about 314% next year 
(compared with 396 this year) stimulated 
by tax cuts worth DM25 billion ($14 bil- 
lion), and East German immigration and 
shopping visits. As only a tiny proportion 
of West German retail purchases (less 
than 596) are made on credit, consumers 
probably have not anticipated the effect 
of the tax cuts. Investors have. 

Despite the drag of the bankrupt Co- 
Op group, the 15-company retail sector, 
ranging from supermarkets such as Asko 


and Mansa to department stores such as 
Kaufhof, has outperformed the rest of the 
West. German ‘stockmarket. The mue 





asa ОШЕН is up p 29% so far this year: the 
stores are up by double that, The shares 
now look expensive: Kaufhof, for exam- 
ple, is trading at a price that is close to 40 
times the earnings analysts expect it to 
make next year. The average West Ger- 
man company is valued at 11 times fore- 
cast earnings for 1990. 

Holland's biggest retailer, Ahold, ap- 
pears to be a better ш cheaper) retailing 
share. It costs a mere 14 times 1990's ex- 
pected earnings. Like the West Germans, 
the Dutch are also expecting tax cuts next 
year. Not before time: the Dutch have 
some of the highest rates of income, cor- 
porate and indirect taxation in the Euro- 
pean Community. 

Ahold has also taken tentative steps to 
link up with two other European food ге 
tailers, Argyll, a British supermarket 

chain and Casino, a French chain. 
Such an alliance could produce 
savings from pooling purchasing 
power and even the possibility of 
joint brands and joint takeovers. 
The prospects for retailers in 
Britain are the gloomiest in Eu- 
rope. With hindsight, non-food re- 
tailers have concentrated too 
much on the glamour end of th 
business—redesigning stores and 
creating images—rather than or 
ganising the stockroom and watch 
ing profits. To make matters 
worse, their sales have been 
thumped by high interest rates; 
Britain's consumers use credit 
more freely than any other Euro- 
pean country. The big department 
stores make over half their sales on 
credit. The bleak performance of > 
the stores’ sector of the London 
stockmarket has reflected the in- 
dustry’s prospects, leaving takeovers as 
the shares’ chief prop. On December oth 
Kingfisher, which owns Woolworths and 
Comet, offered £575m ($913m) for an 
electrical retailer, Dixons. 

Takeovers are likely to become the 
bane of stores groups listed on the New 
York stockmarket. Companies such as 
Campeau Corporation, which owns 
Bloomingdale’s among other department 
Е need cash to keep up payments on 

their debts. Allied Stores, also owned by 
Campeau, reported that in its third quat- 
ter its net cash income (at $62) was be- 
low the $64m it needed to service its debt. 
Such pressures might lead the cash- 
strapped stores to slash prices in order to 
shift goods. The worry is that other rerail- 
ers might have to follow suit in a weaken- 
ing market: in November the volume of - 
retail sales was only 0.1% up on a year ears. 
lier. Next year is unlikely to be any 
brighter. A price war in a slowing market 
will not help shares in retailers. 



















DECISION by NatWest Invest- 
ment Bank (wwiB) and its par- 
ent, National Westminster, Britain’s 
biggest clearing bank, to pay the legal 
expenses of past and present employ- 
ees charged over the Blue Arrow af- 
fair is really quite extraordinary. 
Under what legal authority can a 
company pay out shareholders’ 
money for such legal defences? Sec- 
tion 310 of the Companies Act 1985 
generally prevents a company from 
covering the legal costs of its offe 
` cers—unless they win. However, it is 
possible that in this case NWID is rely- 
ing on general legal principles rather 
‘than section 310. Under general rules 
of company law, any payments made 
by a company for direct support of 
the legal defence of officers must be 
made genuinely in the interests and 
"for the commercial benefit of the 
company. 
This is primarily a question for the 
board, but it is hard to see what com- 
^ mercial benefit the financing of such 
litigation may bring to either NWIB or 












































“the NatWest group. In any event, it is 
" unclear whether a court would allow 
this best-interest-of-the-company 
argument. 

' Who might challenge the pay- 
ments? There's the rub. The com- 
pany-—that is, its directors—has the 
power to challenge but since the di- 
rectors have sanctioned them, that is 
obviously not going to happen. It may 
be possible for aggrieved NatWest 
shareholders to challenge the deci- 
sion through complicated legal proce- 
dures, but this is made difficult be- 
- cause the money is being provided by 
NWIB, rather than the quoted com- 
pany. 

Why not simply ask the sharehold- 
ers? After all, some of the individuals 
have been charged, among other 
things, with defrauding "such per- 
sons who had or might have had an 
interest in dealing in shares 
in... National Westminster Bank”. 
That is, shareholders and potential 
shareholders. Whatever the outcome 
of the case, it seems a bit rum to ask 
those who may have been defrauded 
to pay for the defence costs of some of 
the alleged defrauders. 
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Building blocks 


OULD this be the first step towards a 
commercial property market in East- 

ern Europe? A recent issue of a Russian 
weekly, the Ekonomicheskaya Gazeta, in- 
cluded a map of Moscow showing that land 
prices in the city centre were above those on 
the outskirts. In its next edition, it com- 
pared the cost of land in Moscow to New 
York, Tokyo and other cities. The results 
were surprising. 

A chronic shortage of decent office 
space together with strong demand from 
foreign multinationals means that prime 
office rents in Moscow— paid in dollars or 
D-marks by western companies—are 
higher than those in Frankfurt and Brus- 
sels (see table), Might not this be the time, 
suggested the magazine, to auction land to 
western businesses—or provide more land 
for joint ventures? 

A handful of western property de- 
velopers think they have already spot- 
ted ways to make money in Eastern Eu- 
rope. Canada’s Olympia & York has 
grandiose plans to extend Moscow's in- 
ternational trade centre. On December 
{2th the London-based Carroll Group went 
one better by unveiling a £150m ($225m) 
joint venture to build a brand new Anglo- 
Soviet trade centre including offices, shops 
and a hotel, in partnership with an arm of 
the Moscow City Council. The project’s 
twin towers will even have Mr Mikhail 
Gorbachev's personal seal of approval. 

This trickle of new office and hotel 
developments in the Comecon countries 
should turn into a flood as rules on foreign 
investment become more flexible. Develop- 
ers are already straining at the leash, at- 
tracted by the astronomic hard-currency 
rents that western companies are prepared 
to pay for property. Western hotel groups 
like the Sheraton and Hilton 
are some of the keenest 
would-be developers. Shera- 
ton is already negotiating to 
build a hotel near Moscow’s 

international airport, again in 
partnership with Moscow 
City Council. 

The hotel groups’ enthu- 
siasm is hardly surprising. The 
shortage of tourist accommo- 


Eastern Europe’s mini-boom in property 


because the 
tourist authorities 
cannot find anywhere 






for them to sleep. 

Foreign firms could also do with more 
space. Jones Lang Wootton, a British char- 
tered surveyor, reckons that about 100 of 
the 180 or so foreign companies represented 
in Moscow are planning to expand. The lack 
of available space means that almost half of 
the company apartments in Moscow are 
now used as offices as well as living quarters. 
Lucky is the firm that has enough a 
ments: according to official estimates, ~--~- 
cow requires some 80,000 
square metres of new residen- 
tial accommodation over the 
next five years and up to 
500,000 square metres of new 
hotel and office space just to 
house foreign firms and their 
employees. 

In Warsaw it is the same 
story. À two-year waiting list 
for office space means that 





dation in Moscow is so severe 
that state-owned hotels regu- 
larly report 10096 occupancy 
rates, even though some 


rents of over $300 a square 
metre are common; prime 
rents average $350. There is 
little new development except 





charge as much as $250 a 
night for lousy rooms. One re- 


for an office/hotel joint ven- 
ture involving the Marriott 
hotel chain and the Polish 





cent estimate suggests that 
nearly half of the tourists 
wishing to visit the Soviet 
Union are refused visas simply 








state airline, so many of the 
5.000 or so foreign diplomats 
and businessmen in Warsaw 
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will have to work 
from their apartments 
for some time to come. In 
Budapest five Hungarian state 
agencies and a subsidiary of 
Skanska, a Swedish developer, have just be- 
gun work on the city’s first joint-venture of- 
fice scheme. It will not be finished until 
1991. 
Although there is an urgent need for 


new development in cities such as Moscow х 


and Budapest, а real market іп commercial 
property is still years away. There are no 
clearly defined property rights in Eastern 
Europe, so confusion often reigns over who 
can dispose of a particular piece of land or a 
building. One western firm wishing to de- 
velopa site in Moscow discovered that seven 
different ministries and party organisations 
laid claim to the land. 

Once the shortage eases, it will also take 
time to wean East European planners off the 

on that, since land in the West is expen- 
sive and their land is no worse, both should 
cost the same. They conveniently ignore the 
fact that prices in the West take into ac- 
count the transport and communication 
links of a particular site together with its 
Proximity to a company’s suppliers and a 
suitable energy source. 

Property folk, though, are confident 
that markets will eventually appear in East- 
ern Europe. They point to China, which a 
decade ago was virgin territory for western 
developers and investors but now allows bil- 
lions of dollars-worth of transactions involv- 
ing foreigners in places like Shanghai and 
Xiamen. The Chinese have been almost too 
successful: Beijing has a glut of office and ho- 
tel space, and rents have peaked. Expatri- 
ates cooped up (or waiting to be cooped up) 
in Moscow, Warsaw, Budapest and else- 
where must be praying that history will re- 
peat itself. 
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Technology bypassing banks 


Balance of payments 


WORLD without banks: that could be 

the result of an assault by industrial 
companies on commercial banks’ core busi- 
ness, the processing of payments. It is the 
banks’ central role in the payments system 
that makes them special. Technology in the 
form of Electronic Data Interchange (Epi) 
could bypass them. 

EDI is simply the sending of big volumes 
of information in the form of electronic 
messages between computers. Companies 
are using EDI to run their businesses more 
efficiently, replacing documents such as de- 
livery notes and order forms with electronic 
messages. Most of the world’s big multina- 
tionals, such as British Petroleum, Shell, 
General Electric and ict use EDI systems. In 
America about 10,000 companies use EDI, in 
Britain, about 2,500. In both countries, the 
numbers are growing fast. 

Companies now also want to automate 
the financial side of their businesses. For 
one thing, the computerisation of manufac- 
turing is producing more paperwork for the 
backroom boys. Just-in-time manufacturing 
means smaller orders but more of them— 
and so more payments which are costly to 
process manually. Processing payments is a 
big business for the banks: the ten biggest 
American banks between them earn about 
$5 billion a year in revenues from it, and the 
British clearing banks make around £ 1.3 ЫІ. 
lion ($2 billion). 

There are two ways in which automa- 
tion could progress: the banks could help to 
computerise payments; or companies could 
themselves move beyond invoices and orga- 
nise their own electronic payments systems. 
One example of the first approach is Gen- 
eral Motors which has automated with the 
help of First Chicago. But other companies 
are relying less on the banks. Eventually, 


they could offer payments services to each 
other, bypassing banks entirely. 

Since the mid-1980s General Electric 
has been developing a system called the Cus- 
tomer Originated Electronic Payment 
(COEP) service. It allows the ‹ ompany's cus- 
tomers to send payment instructions and re- 
mittance details, which describe what the 
payment relates to, electronically along a 
network run by General Electric Informa- 
tion Services Company, a subsidiary. The 
company's bank, which is hooked into the 
network, merely receives the information on 
a terminal and credits General Electric's ac- 
count. A bank is still involved, bur only asa 
scorer. From next year General Electric will 
be marketing COEP to other companies. 

The firm will be in competition with the 
handful of banks that have already signed 
up customers for their EDI services in Amer- 
ica. The leaders include First National Bank 
of Chicago, Citicorp, Chase Manhattan, 
and regional banks such as Pittsburgh Na- 
tional Bank and National Bank of Detroit. 
In Europe the banks’ development of EDI 
payment systems is still in its infancy. In 
Britain only Barclays and NatWest have trial 
systems operating. 

So far corporate inertia has kept the 
banks ín business. They should remember 
what happened to another of their tradi- 
tional businesses in the 1970s. During that 
decade banks' traditional deposits from 
blue-chip companies and loans to them were 
largely replaced by commercial paper, which 
allowed blue-chip companies to lend and 
borrow among themselves more cheaply. In 
principle, corporations might do a similar 
bit of sidestepping with the payments sys- 
tem. The question is whether banks retain a 
competitive advantage. 
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HE good old days in Japan, when bank- 
ers could still borrow short and lend 
: long, have vanished and are unlikely to re- 
- turn for some time. Last May, with inflation 
оп the prowl again, the Bank of Japan 
_ brought its nine-year spell of easy money to 
‘ап abrupt and inconsiderate end by raising 
: Japan's discount rate to 314%, from a post- 
war low of 212%. It then raised the rate 
again in October, to 334%. Tight money has 
‚ inverted Japan's yield curve, pushing short- 
_ term rates above those on long-term govern- 

ment bonds. The damaging effect on Japa- 
nese banks is already beginning to show. 
he central bank is becoming quite twitchy 


< Japanese banks raise their cash by issu- 
ng money-market instruments—such as call 
money, discount bills and gensaki bonds 
bonds sold with a repurchase agreement). 
in recent years they have made a nice turn 
by investing the cash in the long-term mar- 
ket. A yield curve that stayed inverted for 
more than a couple of quarters could wreak 
havoc on banks' profitability. 

Early signs, in the form of banks' results 
for the six months to September, have con- 
firmed this. The profitability of Japan's 13 
national commercial banks slipped by more 
an 696 over this period. Analysts estimate 
at the banks' underlying operating profits 
could be down by 25-3096 for the whole fi- 
nancial year. 

Bankers are not the only complainants 
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about interest-rate disparities. Market 
soothsayers have also been getting nervous. 
Tradition has it that whenever the yield 
curve goes upside down, doom and gloom 
are just around the corner. The Japanese 
yield curve has inverted twice before this 
decade—once in early 1980 and again in late 
1985. The first time came close on the heels 
of the second oil shock and lasted a year, 
presaging a painful Japanese recession. At its 
worst, the yield gap was then negative to the 
tune of four percentage points. The second 
inversion of the yield curve came just after 
the Plaza accord, which accelerated the up- 
swing of the yen against the dollar and pre- 
cipitated the endaka fukyo (high-yen reces- 













А golden trail 





OUR of the twentieth century's more 
curious financial mysteries might 
soon be tidied up: whatever happened to 
he gold spirited out of Poland soon after 
the Nazi invasion? And the gold the Baltic 
` States, Estonia, Latvia and Lithuania, sent 
| wer the Russians annexed them in 
Some of the gold was returned. Most 
-of the 80 tonnes Poland sent to France 
cand then to French West Africa was sent 
back in 1947. Just how much went back is 
"not.clear: Britain took 11 tonnes as pay- 
ment for the costs it had incurred in look- 
. ing after Poles during the war. Britain also 
< took the Baltic gold reserves it held in the 
Bank of,England as. payment for British 
property seized by the Russians when they 
exercised their options under the Molo- 
.:tov-Ribbentrop pact and annexed the Bal- 
tic. states. and parts of Poland and 














































sion) that squeezed Japan in. 1986. That 
time, the difference between long- and 
short-term yields was two percentage points. 

In the most recent inversion, the yield 
gap (long minus short) had reached a nega- 
tive one percentage point by last October, 
and has inched worse ever since. This past 
week the yield on the benchmark govern- 
ment bond stood at 5.496, while the rate on 
newly-issued three-month certificates of de- 
posit was 6.7%. The Bank of Japan may feel 
it has to make the inversion even more bru- 
tal. It is far from convinced that inflation, 
currently 2.9%, has been beaten. It is wor- 
ried by an overheated property market, con- 
tinued labour shortages and mounting wage 
pressures. Mr Yasushi Mieno, who takes 
over as the new governor of the Bank of Ja- 
pan on December 17th, says that containing 
inflation will be his number-one task. 

Fear of inflation, however, is only part 
of the reason that Japanese short-term and 
long-term interest rates have gone t 
сигуу. An increasing shortage of ten | 
government bonds is creating distortions in 
the long end of the market. Thanks to 
bumper tax revenues, the “fiscal rehabilita- 
tion" programme that the Ministry of Fi- 
nance embarked on in the early 1980s—to 
purge the government of its supposed bad 
habit of issuing deficit-covering bonds— has 
achieved its goal a year earlier than ex- 
pected. The government had originally 
planned to issue a net ¥1.3 trillion ($9.1 bil- 
lion) worth of deficit-covering bonds during 
the present fiscal year (which ends next 
March 3150), and to budget for no more 
thereafter. Now it looks as though none will 
be needed during the present year. 
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Romania. 

The fate of the rest of the gold—per- 
haps another 30 tonnes, worth $400m to- 
day—is beginning to interest the national- 
ists now running these places. The Poles 
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want to know more. Last month the jus- 
tice ministry set up an official inquiry. Es- 
tonia wants to grab the gold its predeces- 
sors sent to Switzerland 50 years ago. Tl 
republic's government says it will use the 
gold to back the Estonian krone, with 
which it hopes to replace the rouble. Just 
how much Estonian gold the Swiss banks 
hold is unknown. Estonia's present gov- 
ernment probably does not know, while 
the heirs of its pre-war government say 
that they do know but to divulge the in- 
formation would help the “quisling” 
government. 

Making the krone convertible is one 
part of the Estonian government's two- 
year plan to establish its economic inde- 
pendence. Another strand is more basic: 
the government intends to trade with the 
rest of Russia on a barter basis. Last year 
Estonia claimed to run a trade surplus of 
500m roubles ($850m at the meaningless 
official exchange rate) thanks to its dairy 
and meat exports. That will now be repaid 
in coal and corn. 
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WASHINGTON, DC 


coming a controversial one 


AT is the difference between geog- 
raphy and biography? One is about 
maps and the other is about chaps. The Hu- 
man Genome Initiative is about both. It 
aims not only to find out how many genes a 
person has but also where each one belongs. 
Even that is only part of the task. The 
genes take up about 5% of the space on Wat- 
son and Crick’s famous double helix. Other 
bits of DNA, most of them unknown, take up 
the rest. Pinpointing the genetic oases in the 
` desert of DNA is another part. So is "se- 
quencing” the DNA molecule's base-pairs: 
listing, in order, the 3 billion-3 billion 
rungs on the helical ladder. Mapping and se- 
є cing the human genome is "big 
© svate —comparable in scale and com- 
plexity to the physicists’ supercollider, or 
NASA's space station. Like all such 
megaprojects, it has its believers 
and its sceptics. 
America’s Congress has be- 
come a believer. There is now a 
human genome office at the Na- 
‚ tional Institutes of Health in the 
Maryland suburbs of Washington. 
' Dr James Watson, who won a No- 
: bel prize as co-discoverer of the 
double helix, is its part-time direc- 
tor. The Department of Energy, 
which has long been interested in 
radiation's effects on genes and 
has had research money to spare, 
is also playing a role. Three of its 
laboratories, including two which 
are best known for building 
weapons—Lawrence Livermore 
and Los Alamos—are working on 
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Spotting and listing each human gene is а huge undertaking. It is also be- 


genetic geography. 

Federal spending on the project is about 
$83m a year, and is due to rise to $200m. For 
a total of $3 billion, Dr Watson promises a 
chromosome map in five years and a com- 
plete sequence in 15. It could take a century 
or more for all the DNA to be sequenced un- 
less the process somehow gets more effi- 
cient. Dr Watson wants to introduce effi- 
ciency by buying sequence data at 50 cents 
or less per base. The cost now is $2-10, de- 
pending on which laboratory you ask. 

For scientists, the prospect of being 
handed assignments rather than following 
their interests is unattractive. But many will 
join in. Next year the genome office hopes 
to set up centres to do specific bits of the 
work. Newly standardised techniques make 























such parcelling practical. By employing s 
cific fragments of DNA as a set of landmark 
researchers can talk precisely abour the 
findings. Previously, because differe 
used different techniques and marke 
ples of the material used to map 
somes had to be sent between laborat 
for information to be shared. 
Map-making requires plenty of 
ments, for trial-and-error attempts to 
them to chromosomes. Here, too, there ha 
been progress. With two recent techniqu 
it is possible to clone (ie, make many c 
of) DNA strands of as many as 40,000 base 
pairs, in one case, and 1m base-pairs in th 
other. The limit used to be 20,000. T1 
vantage in this will be familiar to jigsaw 
zlers. The larger and fewer the pieces 
easier they are to fit. Such techr 
should make it possible to produce mi 
with landmarks every Im base-pairs or sc 
Sequencing provides a far more detaile 
picture of the genome than mapping does. 
The information on DNA is written 
chemical alphabet of four letters, 
bases: A (for adenine), t (for thymine 
guanine) and C (for cytosine}. The as oi 
strand are always opposite Ts. Gs ам 
form similar base-pairs—the links 1 
up the rungs across the double he 
lix. If one person's eyes are i 
and another's are blue, or two 
people have different blood ty 
for instance, there will be diff 
sequences of base-pairs ir 
vant genes, containing 
messages. 
Reading base-pair 
- is slow work. Until recent 
done almost entirely by 
That is fine for sequenci 
10,000 base-pair segment 
ticular interest; but there are 
than 3 billion base-pairs i tf 
nome. H the job is not. to t 
army of technicians, machine 
have to get better at ic. Tl 
mance and promise of vario 
quencing techniques were 
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d the traditional tools of the surveyor belled with radioactivity—that recognise quencing machines work by making frag- 
› have given way to the airborne camera, a sequence known to be close to the mented copies of a strand of DNA. The 
so the techniques of gene mapping are sought-after gene. See where on the chro- fragments will all be different sizes, and 
E changing. The oldest method, dating back ^ mosome the probe chooses to bind, and the letter on the end of each fragment can 
to the first crude maps of fruit-fly chromo- you know roughly where the gene is. be recognised by the machine. So if the 
А somes іп 1906, is genetic linkage. If two The resolution of a genetic map de- sequence is GCTT, the machine will see 
2 genes are far away from each other on a pends on the distance between the mark- lots of short fragments ending in G, longer 
3 chromosome, they may not always be ers. High-resolution linkage maps today ones ending in C, and longer ones still 
m passed on together from parents to off have a resolution of about 1m base-pairs. ending in T. 
f spring. The chromosome may break “Physical” maps may soon be capable of New technology may transform the 
Ы somewhere in between. So the тоге con- doing better. Linkage maps assume that мау sequencing is done. Dr Charles Can- 
pe sistently two traits are fellow travellers, chromosomes are equally likely to break tor, head of the Berkeley group, suggests 
| ; the closer the genes that confer them will anywhere, which is not so. Physical maps, that one day there might be a way to read 
P be on their chromosome. which are made by a number of different single fragments of DNA base by base. 
"n A similar technique is now used to recent methods, are designed to show the Short of such a breakthrough, improve- 
p map people's genes. When some members exact distance (in number of base-pairs) ments in present technology should bring 
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| How to do it 
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UST as, for small-scale maps at least, 


of a family have an inherited disease and 
others do not, it is because they have dif- 
ferent variants of the same gene in their 
cells. But where is the gene? To answer 
that, researchers try to find "markers" in 
the DNA that are always passed on with the 
defect—and thus must be closely linked 
on the chromosome. They use chemicals 
called restriction enzymes, which recog- 
nise short stretches of DNA, to make DNA 











fragments that vary from person to per- 
son, which can then serve as the markers. 

Another option is to make 
probes—short lengths of DNA often la- 


between markers. 

Physical mapping has the sort of prob- 
lems to which all new techniques are 
prone. But it is improving, and much of 
the early work in the genome initiative 
will aim at improving it still faster. The 
Human Genome Centre at Lawrence 
Berkeley Laboratory, in California, hopes 
to have a very high resolution map 
(100,000-200,000 — base-pairs between 














markers) of the smallest and thus most 
popular human chromosome, number 21, 
within two or three years. 

Sequencing calls for different tools. Se- 



















































































down the cost per base-pair. As well as 
making the machines better—for exar 
ple, able to deal with longer strands—th , 
may be used to prepare DNA samples for 
sequencing. Most of the cost of sequenc- 
ing in a large project is paying people, so 
the best way to bring down costs is to 
speed things up. Dr Cantor looks forward 
to the day when each of his staff will be 
sequencing Im base-pairs a year. 
























































cussed recently at a conference near 
~ Washington, DC. Progress there has been, 
— but virtually all the techniques are—at 
` best—still pilot-projects. Sequencing speeds 
` reached by pioneering laboratories may not 
-  bereproducible on the scale required for the 
genome sequence. 
х At the National Institutes of Health, Dr 
© Craig Venter and his colleagues are se- 
` quencing some 8,000 base-pairs a day of the 
-— X (female) chromosome with a $92,000 ma- 
| chine made by Applied Biosystems of Foster 
—— City, California. He believes that 500 such 
L— machines (or 335 of a planned expanded 
version of it) would take 12 years to se- 


also be applicable to humans. Of course, 
some knowledge can be gained only by 
studying humans. The genetic difference be- 
tween a man and a mouse may be small, but 
it is a rather important one. 

The new emphasis on animal work has 
taken some steam out of sceptics’ charges t 
that the genome initiative will deprive other 
worthy projects. Other controversial mat- 
ters still rear their heads, such as the proper 
conduct of the pursuit of basic scientific 
knowledge in peacetime. | 

Some scientists think that (under . 4 
gressional pressure) Dr Watson is entane ^ 
gling the project with America's desire to 


Technology's Whitehead Institute and him- 
self a Nobel laureate. His objections are not 
just technical. Sequencing the long repeti- 
tive stretches between genes may be no 
more informative than "pinpointing grains 
of desert sand.” Besides, maps are enough to 
show scientists where to look for an under- 
standing of interesting bits of biology. 

After all, the work in cells is done by the 
proteins that genes describe, not the DNA on 
which they are written. It may make sense to 
give sequencing the human genome a lower 
priority. A provisional plan put together by 
the National Institutes of Health and the 
Department of Energy for the fiscal year be- 


quence the whole genome, 
at about 50 cents a base- 
pair. Others say that even if 
there were enough compe- 
tent teams trained to use it, 
no method has solved a key 
problem: how to put con- 
tinuous DNA segments of 
200,000 base-pairs or more 
back into their original or- 
der once they have been 


ginning next October does 
just that, suggesting that in 
the short-term the focus 
should be on the genes of 
simpler organisms—nema- 
tode worms, fruit-flies and 
mice. 

The DNA of lowly crea- 
tures has fewer repetitive 
stretches than human DNA. 
This makes it easier to ana- 


compete economically. A lot of the research 
will aim at improving methodology and 
automation in genetics laboratories, which 
some may see as a way of using federal 
money to pay for research and development $ 
that biotechnology companies should be do- 
ing. And Dr Watson has suggested that if 
scientists want to take part, they may not be 
allowed to publish the details of their find- 
ings. Instead they would have to supply it 
confidentially to headquarters іп 


chopped up in the course of lyse. Laboratory animals Washington—which presumably means 

3 sequencing. breed fast, and can be bred that anything that might be useful in gener- 

ч Some scientists argue for special traits without ating products would be turned over exclu- 
that big sequencing projects moral objections being sively to American firms. 


should be delayed until this 
hurdle is overcome. Among 


them is Dr David Balti- 


ti 





raised. And their genes 
have already been studied 
in detail. The instruments 


At one recent conference with Japanese 
scientists in attendance, Dr Watson said 
from the podium that Japan was mistaken if 


more, director of the LF and methods developed for it thought it could take a more or less free 
Massachusetts Institute of The ambitious Dr Watso work om animal DNA will ride on the American-led project and expect 
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to have access to all the knowledge it pro- 
duced. At another meeting, where doubts 
had been raised about the value. of a re- 
search venture so large in scope, he 
noted—again, with Japanese scientists 
there—that at least one such project had 
succeeded, namely the Manhattan project to 

| develop the atomic bomb. 










` The latecomers 


TOKYO 


IOTECHNOLOGY is supposed to be 
one of Japan's businesses of tomorrow. 
Japanese would-be “biopreneurs” might be 
forgiven for thinking otherwise, judging by 
the way the life sciences have been neglected 
in Japan. Now a little more money is begin- 
ning to trickle the biologists’ way. They can 
ak their colleagues abroad, who encour- 

l, cajoled and even threatened to cut 

n off from the font of biological knowl- 
edge in the West. 

One source of bio-yen, the "human 
frontier science programme”, is Japanese in 
origin. In its first form, in 1986, it called for 
¥1 trillion (nearly $6 billion then) to be 
spent over 20 years on unravelling the mys- 
teries of the human body—with Japan in 
charge and e half the a Passi in 
America and Europe suspect. apan of try- 
ing to buy its way into big-league biology 
um did not have the pues A 

e programme now imited and 
practical objectives, including studies of the 
brain and nervous system. Japan has ceded 
control over how the money is to be spent 
and by whom. The programme is now in the 









Oo argument against sequencing the 
genome is that large amounts of it 
are junk—strings of DNA which describe 
nothing. They are meaningless, but not 
random. The junk often comes in small se- 
quences repeated over and over again. 
Sometimes the repeats come together, 
sometimes they are spread around. 

Take the Alu family of sequences. 

ch Alu sequence is made of two copies 
of the same 130 pair sequence, with a 
31 base-pair sequence in between. There 
are some 500,000 Alu sequences scattered 
around the genome— 150m base-pairs in 
all. At today's cost of $10 a base-pair all 
Fa sequencing the Alu family looks 


Why is such junk there? Because DNA 
carries its history with it. The genome is 
like a long story by an indecisive writer 

who is a bad typist and has a bad type- 














The yields of junk bands 






hands of a council of scien- 
tists which sits in Stras- 
bourg, led by Sir James 
Gowans, a former secretary 
of Britain's Medical Re- 
search Council. The Japa- 
nese government has ear- 
marked some Y2.4 billion 
($17m). A further $3.5m 
spread over three years has 
been promised by France, 
chipped in to bring it the 
council's home. The coun- 
cil hopes to start doling out 
cash next March. 

Japanese scientists may 
see little of that money. But 
Japanese bureaucrats now 
appreciate how much 
progress is being made in 
biotechnology elsewhere. The fear that Ja- 
pan could be left behind is already being 
translated into money for the country’s own 
efforts in molecular biology. All the more so 
now that America’s human genome studies 
are gathering momentum. 

Dr James Watson's Cold Spring Har- 
bour Laboratory outside New York is home 
to the Human Genome Organisation, an in- 
ternational attempt to co-ordinate gene se- 
quencing. Dr Watson wants some Japanese 
money for it. He has told his Japanese col- 
leagues bluntly that the price for America’s 
genetic know-how is $300,000 a year: pay up 
or risk having the free flow of information 
cut o 

- Such threats have prompted the Minis- 
try of Education to launch its own human 
genome programme. Over the next couple 
of years an extra ¥600m will go to gene se- 
quencers on three dozen Japanese cam- 


writer. There are crossings out (old copies 
of genes no lo own as “гос- 
ting hulks") and long repeats where one 
of the typewriter keys got stuck. Whole 
paragraphs are sometimes cut from one 
page and pasted in another. 

Literary critics thrive on such manu- 
scripts. And, just as crossings-out reveal 
an author's thought, so unused DNA re- 
veals evolutionary history. But not all dis- 
carded sequences are equally interesting. 
An author's choice of words and turn of 
phrase deserve attention. His spelling mis- 
takes do not (except to a diligent Freud- 
ian). Intriguing and dull junk would get 
sequenced alike. 

Another problem is that junk is vola- 
tile. Evolution tends to stop the informa- 
tion in genes being mucked about, be- 
cause bad genes can kill. But junk can 
afford to accumulate errors quickly. So re- 








Sir James, on the frontier 


from junk worth the gleaning. 








puses. Critics say the 
money is spread too thinly. 
But the programme, 
headed by Dr Kenichi 
Matsubara at Osaka Uni- 
versity, could in time at- 
tract over ¥4 billion a year, 
The Ministry of Health and 
Welfare is expected to pro- 
vide more than ¥250m a 
year for sequencing at its 
Yoken laboratories, and > 
the Science and Technol — 
ogy Agency has stepped up 
support for genome re 
search at its Riken institute 
in Tsukuba science city. 
Gene sequencing at Riken 
dates back to the early 
1980s. 

Riken's goal is to automate the sequenc- 
ing of 100,000 base-pairs a day. At that rate 
it would take a century to elucidate the se- 
quence of a complete human genome. That 
has not deterred Riken's technologists from 
pressing on. They have split and subcon- 
tracted the automation project. Tusoh, a 
chemical company, is building the instru- 
ments to isolate and purify DNA. Seiko Ine _ 
struments is developing equipment to pre — 
pare DNA for sequencing. Hitachi has been _ 
given the job of improving the sequencers. 
Anda software house, Mitsui Knowledge In- 
dustry, is writing computer programs to ana- 
lyse the results. 

Riken hopes to have all the bits and 
pieces plugged together before the Y 1 billion 
allocated to the task runs out in March 
1991. The Riken scientists then hope to se _ 
quence chromosome 21 in five or six years. 


و ———————— 





petitive junk differs widely between peo- 
ple (genetic fingerprints are based on such 
differences). Some recent research found 
a man whose chromosome 21 was half as 
long again as it should be, presumably be- 
cause of much-repeated junk. It does not 
seem to have done him any harm. 
Because people differ widely in their 
junk, any complete genome sequence will 
be highly individual. There will be no way 
to say what is universal and what is 
quirky. It seems more sensible to study the 
mechanisms responsible for change in the 
genome—that is, to study the oddities of 
the typewriter, as well as the typescript. 
Even those who are keen on a complete 
sequence (some of whom think that large- 
scale patterns in the junk may thus be re- 
vealed) agree that, at present prices, se- 
quencing anything but genes is quixotic. 
But if the cost of sequencing falls far 
enough—to well under 50 cents a base- 
pair pair—they may think knowledge 
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with legs 


(395 as Mies van der Rohe once said, is 
in the details. His dictum applies as 
much to palaeontology as to architecture; 
except that, for explanatory purposes at 
least, most palaeontologists prefer Darwin 
7. God. It was through the study of details, 
'the shapes of local finches’ beaks on the 
Galapagos islands, that Darwin arrived at 
the theory of natural selection. It is from the 
anatomical details of life on the sea-floor 
600m years ago that Stephen Jay Gould pro- 
duces a fascinating essay on the extent to 
which the history of life on earth has been 
ruled by chance. 

^ The Burgess Shale is a rock formation 


Park in the Canadian Rockies. It was origi- 
nally quarried by Charles Walcott in the 
"1910s. Walcott was one of the great ѕсіеп- 
tists of his day—in charge of 
the Smithsonian Institution, 
ex-head of the United States 
‘Geological Survey, personal 
friend of presidents. With the 
Burgess Shale he made his 
greatest discovery, and his 
greatest mistake. 

The shale contains exqui- 

ly preserved fossils from the 

i of the Cambrian, the earli- 
est geological period to boast 
the remains of complex ani- 
mals. Walcott believed, as did 
most respectable scientists of 
his day, that the story of evolution was one 
of progress. As time went by, life became 
more diverse and more complex, until the 
best of all creatures, man, inhabited the 
best—or at least the most diverse—of all 
possible worlds. Thus were Darwinian sci- 
ence and Christian faith reconciled. So 
Walcott saw the Burgess creatures as primi- 





tive versions of | familiar types of 
creature—worms, trilobites, crustaceans 
and the like. 


In the late 1960s Harry Whittington, a 
staid Cambridge professor, took an oppor- 
tunity offered by the Canadian Geological 

urvey to re-examine the Burgess creatures, 
As he progressed in his meticulous studies 
che found, to his increasing surprise, that al- 
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WONDERFUL Lire: THe BURGESS SHALE AND THE NATURE OF Hist: 
Gould. Norton; 347 pages: $19.95. To be published by Century in February; £14.95 


found in what is now the Yoho National . 


And slimy things did crawl 


most all Walcott’s work was wrong. The ani- 
mals were not primitive ancestors. They 
were quite sophisticated, and many of them 
were unlike any other animals seen any- 
where on the earth, now or in the past. 
There are creatures that mix the characteris- 
tics of now-separate groups of animals in un- 
heard-of ways—shrimp-like trilobites, for 
example. There are 15-20 species which can- 
not be placed in any known category, living 
or fossil. The range of anatomical variety is 
staggering: in terms of the number of basic 
body plans, the Burgess Shale contains far 
more diversity than all today's oceans. 













The core of Mr Gould's book is the 
story of how Mr Whittington and his gifted 
young colleagues, Simon Conway Morris 
and Derek Briggs, discovered the bewilder- 
ing range of creatures in the Burgess Shale. 
It isa fascinating story, told with just enough 
technical detail to convince the layman 
without overwhelming him. Mr Gould plays 
on the drama inherent in the successful at- 
tempt of a small team, not without a touch 
of the maverick (mostly provided by Mr 
Conway Morris, who named one of the 
most bizarre creatures Hallucigenia after a 
"field trip"), to overturn received opinion. 
And the creatures of the Burgess, strikingly 
brought to life in Marianne Collins's illus- 
trations, are fascinating enough to intrigue 





ORY. By Stephen Jay 





even readers only mildly interest 
ral history. 

The creatures testify to rhe fa f. 
only a few tens of millions of years af 
plicated life forms first appeared, t 
developed a stunning div 
and a surprising degree of 
The history of life has not been a bis 
ing of options, but a curtailing of then 
Burgess had almost 30 types of ar 
Today there are only three. Admit 
modern arthropodia are represent. 
huge number of species (think of all t 
lions of insects) and display great d 
(compare a butterfly, a tarantula an 
nacle). But though in some avs less is m 
in others it remains less. The wild disp 
of design that the Burgess Shale revea 
the Cambrian is gone for good. 

How was the anatomical profusior 
the Burgess pruned to the ‘more lim 
range available today? In the same wa 
all evolutionary change is enfoi 
death. The question, though, is why: 
species died out and not others. Mr 
answer, argued plausibly, is that: ch 
played a great role. There is nothing 
fossil record to suggest that the crea 

which survived were significantly 
adapted than those which died out. 
story of life is not one of necessity, 
historical contingency. Things could 
well have gone differently. 
It is this central idea—that eve 
did not have to go the way it did, and 
the creation of humanity was not inevitabl 
but a chance affair—wh 
gives the book its title; 
Frank Capra's "It's a Wor e 
ful Life", a guardian ang 
shows Jimmy Stewart how. 
ferent the world would be 
Stewart's humdrum cha aci 
had not led his decent hu 
drum life. Mr Gould’s mes: 
is the same: a tiny change can change eve 
thing. Replay the tape of history from 
Cambrian, and today's living world we 
be completely different. 

Although Mr QGould's selfconsé 
style can occasionally annoy, his book is 
tertaining and thought-provoking. Т 
evaluation of the Burgess is one of the gt 

est achievements in the past few dec 
palaeontology, and a story that deserve 
larger audience than it has had so far 
Mr Gould's message is an unconipromis 
one. There is no divinity shaping ma 
ends; they are-rough-hewn only by t 
cessities of biology, and their details are 
matter of chance. 
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The Supreme Court 


Bork's blood 


THE TEMPTING OF AMERICA: THE POLITICAL 
SEDUCTION OF THE Law. By Robert Bork. 
Free Press; 432 pages; $22.50. 

BATTLE FOR Justice. By Ethan Bronner. 
Norton; 399 pages; $22.50 


T WAS a famous victory, up to a point. By 

rejecting Judge Robert Bork for one of 
the nine seats on the United States Supreme 
Court, Democratic senators struck back at 
the frustrations of Reaganism. They proved 
that the country’s liberals could master- 
mind a sophisticated campaign. They pre- 


‚ vented the lifetime appointment of an ultra- 


conservative who, it was said, was inclined 
to turn back the clock on hard-won ad- 
vances in civil rights and other individual 
freedoms. All true, as shown in these two 
books, both admirable in very different 
ways. But, as they also show, far less than the 
whole truth. 

For a start, the 1987 campaign to do 
down Mr Bork was unusually dirty. Mr 
Bork, in his own account of the matter, can 
be expected to be prejudiced, and he is. Mr 
Bronner, who covers the Supreme Court for 
the Boston Globe and is by no means a fan 
of Mr Bork, provides an excellent picture of 
a co-ordinated campaign that succeeded 
through the unscrupulous use of crude half- 
truths—a preview, in effect, of the Bush 
campaign the following year. 

Mr Bork, like Mr Michael Dukakis, con- 
tributed to his own downfall by the blood- 
lessness of his defence. Shortly before the 
Bork confirmation hearings, in another tele- 
vised spectacular, a patriotic Ollie North 
had made the congressional investigators 
look like a bunch of legalistic technocrats. 
Now, as Mr Bronner cleverly points out, the 
positions were reversed. The senators could 
proclaim their populist love of liberty and 
justice: Mr Bork came across as a bearded 
egghead, with a bulging waistline, who took 
refuge behind dry legal scholarship. When 
asked why he wanted to rise to the top of the 
judicial tree, he replied inadequately that it 
would be an "intellectual feast”. 

Mr Bork, however, is a judicial conser- 
vative of passion, and his conviction rings 
through the treatise he has now written. He 
believes, as Justice Oliver Holmes once said, 
that his job is not to do justice; it is to apply 
the law. A Supreme Court justice, he argues, 
should interpret the constitution as closely 
as he can to the original intent of the fram- 
ers, and not rewrite it to fit with his own 
moral, social or political views. If laws are 
unjust, it is for the American electorate, 
through its representatives, to change them. 

Nothing can be found in the constitu- 
tion, Mr Bork says, to justify the rulings that 
the court has handed down to help black 
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Americans to try to catch up with white 
Americans. He argues that the right to pri- 
vacy (on which the legality of abortion is 
based) is a total fabrication. He does not ad- 
mit of counter-argument. One of his chap- 
ter-headings expresses the way he feels 
about things: “The Impossibility of All The- 
ories that Depart from Original 
Understanding". 

Did it matter, in the end, that his nomi- 
nation was voted down? Mr Bork, now a 
right-wing icon, is steaming away on lecture 
tours, earning huge sums. And two sturdy 
conservatives slipped easily into the court, 
one before Mr Bork's trial-by-senators and 
one just after it, assuring a conservative ma- 
jority on the bench. The successful candi- 
dates had kept much quieter than had Mr 
Bork about their views. Also, as Mr Bork 
points out, the Senate cannot take too much 
blood on its floor. 





The Amazon 


In Eden 





THE FATE OF THE FOREST. By Susanna Hecht 
and Alexander Cockburn. Verso; 266 
pages; £16.95 and $24.95 


EADING this book, it is hard not to feel 
a twinge of sympathy for Brazil. Half its 
territory is covered by the Amazon rain for- 
est—rather as if America south of St Louis 
or Britain north of Manchester were envel- 
oped by a vast botanical garden. Any at- 
tempt to find more productive uses for this 
massive expanse produces world outrage. 
Susanna Hecht and Alexander 
Cockburn suffer few such twinges. Under- 
standably: most of the uses have turned out 
to be destructive, not productive. Time and 
again, the Amazon has lured people to make 
the same mistakes. Its lush vegetation has 
fooled many into thinking that energetic 
western farming could make it capable of 








feeding many more people. Early coloniser 
uninterested in the subtle ways in which 1 
dians won food from the forest, blamed tl 
poverty of forest-dwellers on laziness, ги 
land. In fact, the vegetation catches most : 
its nutrients before they fall to the ground « 
draws them from the thin top layer of so 
Destroy the forest and the soil washes awa 
leaving desert. The Amazon region today r 
mains a net importer of food. 

Time and again, too, the Amazon h: 
attracted grandiose projects. In the 187 
George Church, an American soldier-jou 
nalist, set out to build a 225-mile railway t 
carry rubber to the rubber-growing capit 
of Manaus. By the time the project w: 
abandoned nine years later, four miles ‹ 
track had been laid and 500 workers ha 
died. It was revived by Percival Farquhar, 
Pennsylvanian Quaker. Some 3,600 liv 
and $33m later, the railway was built: 
opened for business amid the collapse of tt 
rubber boom and the ruin of Farquhar. 

More recent "pharaonic projects" | 
included an attempt by Henry Ford to estal 
lish a vast rubber plantation, and by Dani: 
Ludwig, a North American shipping ma 
nate, to build a massive woo 
pulp plant, finally abandone 
in the early 1980s. Where ma; 
nates fear to tread, govert 
ment has rushed in, ofte 
backed by official aid. Th 
Xingu-Altimira Dam comple: 
shelved after a world outct 
early in 1989, would hav 
flooded 7,000 square miles с 
forest to produce electricity. 

Most of these schemes, th 
authors point out, were set u 
with no attempt to understan 
the ecology of the Amazon. Bi 
projects—ranching and roac 
building especially—have le 
to the destruction of the fores: 
Only in the mid-1980s did ` 
anists point out that the f 
has value, too, even if only as 
source of income to those who already liv 
in it. : 

It is the forest people whom Miss Hech 
and Mr Cockburn see as the best guardian 
of the forest. Indians, after all, have mar 
aged it for millennia. They should have a sa 
in plans for the Amazon, and their lan. 
rights should be protected. That is nc 
cloud-cuckoo-land. Other Amazon cour 
tries—notably Colombia—have given ir 
digenous people rights to tracts of forest 
Canada has just given a huge piece of th 
eastern Arctic to 17,000 Eskimos. In Brazi 
though, it will be harder. Not only is fa 
more land at stake, but the old El Dorad 
mentality—the hope that those lush tree 
might hide undiscovered riches—will no 
easily give way to the realisation that most o 
the riches are merely botanical. 
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E laking money 
Rich alchemy 


THE New Money Masters. By John Train. 
Harper & Row; 385 pages; $22.50 


OOKS of investment advice are never 

what they claim to be. If you knew the 
secret of making money, would you put it in 
a book? John Train would not either, and 
for serious investors his work is next to use- 
less. For everyone else, it is a portrait gallery 
of weird and wonderful eccentrics: eight 
professional fund managers who have spec- 
tacularly outperformed market indices or, in 
other words, most of their competitors. 

Because of the huge volume of informa- 
tion to which these men have access and the 
gigantic sums of money they employ, no in- 
dividual punter could possibly copy them. 
" nthe broad investing principles they so 

ngly describe are not much use. Appar- 
ently dazed by all the conflicting advice, Mr 
Train—himself a successful investment con- 
sultant—~ends by singing the praises of com- 
pound interest and advising readers not to 
chase great wealth, but to find fulfilment in 
their families and their work. 

That is advice which none of the celebri- 
ties in his book would listen to for a mo- 
ment. Many grew up in poverty and all are 
obsessive personalities, While working as a 
money manager, Jim Rogers claims to have 
read regularly 40 periodicals, 80 trade jour- 
nals, and daily newspapers from at least five 
countries. Peter Lynch of the Magellan 
Fund personally tracks hundreds of compa- 
nies, gets through two or three feet of re- 
ports and recommendations a day, travels 
100,000 miles a year visiting offices or fac- 
tories, and is so pressed for time that he 
starts a kitchen timer on his desk whenever 
he receives a telephone call. If the caller 

s more than 90 seconds, brrinng goes 
_ timer and Mr Lynch is off to his next 
appointment. 

George Soros of the Quantum Fund, 
clearly a frustrated philosopher, uses elabo- 
rate theories and grandiose names to ex- 
plain his investment decisions, which—ac- 
cording to Mr Train—rely almost entirely 
on intuition and guts. À diagram of one of 
his favourite ideas, which he calls the *impe- 
rial circle" (known as a speculative bubble 
to mere mortal investors), looks something 
like a complex organic chemical. No wonder 
reviewers found Mr Soros's recent book, 
"The Alchemy of Finance", puzzling. A 
deeply preoccupied man, Mr Soros has 18 
-employees but does not know any of their 
names. 

What sets these eight men apart from 
the herd is what Philip Carret, at 91 the old- 
est investor in the book, calls the “money 
mind" an ability to spot investment oppor- 
tunities in even the most mundane news 
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n 1975 that the 
Army Corps of Engi ; which has the job 
of keeping inland waterways navigable, had 
decided its dredgers were wearing out, he 
guessed that the Corps would contract out 
the business. He invested in Great Lakes 
Dredging, whose shares later jumped 
1,000%. Calculating that most investors 
would find the funeral business too repul- 
sive to contemplate, Mr Lynch made money 








Stultifier or revolutionary? 


David contre David 


PARIS 


ORE than a century and a half after 

his death, the greatest French painter 

of the Revolutionary and Napoleonic pe- 

riod, Jacques-Louis David, still puzzles and 

provokes. He was a bundle of contradictions 

then. Modern critics and scholars have trou- 

ble agreeing about-him now. Radical or op- 

portunist? Message-artist or obliger .of cli- 

ents? Revolutionary in painting ог high- 
priest of a stultifying school? 

David worked for the king, for the revo- 
lutionary parliament and for Napoleon. He 
was also one of the first painters with a pay- 
ing public. Friend of Robespierre, he was 
the media man who organised the big revo- 
lutionary festivals. In the Convention, he 
voted for the king's death. He was active in 
the Terror as a member of the Comité du 
Süreté Générale. At the Restoration in 
1815, he chose exile in Brussels. 

David helped smash the old academic 
system of teaching and royal commissions in 
which he himself was a late, though bril- 


liant, success. Не created a new sort of 


stripped down, psychological portrait, just 
right for the rising middle class. He was 
among the first to paint instant history. But 
he also did Greek and Roman scenes, whose 
figures were as close to antique statues as he 









Not only do Mr Train's mon 
relentlessly seek opportunities, i 
contrarians to a man. It is not enc 
right. To make money, nearly every 
has to be wrong. Never are Mr 7 
jects more gleeful than when they dis 
consensus forming. И doesn't matt 
the consensus opinion is; it is usua 
































could get on а flat canvas. Through pu 
such as Ingres, Gros and Girodet, Dav 
his stamp on French nineteenth«cer 
painting and gave the Romantics а new c 
thodoxy to rebel against. 
A new exhibition at the Louvre, wh 
runs until February 12th, is a un 
to see together most of David's m 
tant paintings, as well as many dr 
parallel show at Versailles are pt 
works for "The Tennis Court Оаа 
designs for revolutionary costumes which 
seems, were never worn Ane 
Schnapper and Arlette Sérullaz have dis 
splendid job of pulling all this together. 
Their eight-pound catalogue is 
matter, İt is a mountain of scholarsh 
which Mr Schnapper has carved 
sages as plain as the heads on Mout 
more. One is a declaration of p 
about the art historian's 
Schnapper belongs to the sc-call 
school. Its members believe their i 
collect each last scrap of d 
showing when, how and why p 
done, what contempor 
them, and what happened ta the 
leaving the studio. Saying what peint 
mean is not their department. Where: 


108 








BOOKS AND ARTS 


documents exist, it is hard to think of a fac- 
tual question about David's paintings this 
catalogue will not shed light on. Exegetes 
will have to look elsewhere. 
Mr Schnapper does depart from the 
facts in order to make fun of art historians 
who do try to say what David's puzzling pic- 
tures mean. One such is an American, 
Thomas Crow, who sees political statements 
in the series of paintings David did just be- 
fore the Revolution. These have the urgency 
of posters, but it is hard to find two art his- 
torians who agree on what they are about. Is 
"The Oath of the Horatii", for example, 
about military virtue, the division of the 
sexes, or the impossibility of compromise in 
the ancien régime? 
Another of Mr Schnapper's targets is 
Régis Michel, a curator at the Louvre, who 
organised a successful four-day conference 
there, “David contre David", on December 
6th-10th. Mr Schnapper read a paper sug- 
gesting that David was not as rich or greedy 
as previously thought. Most of the scholars 
invited, though, were the interpretive sort. 
Some took large helpings of French theories 
about Marx and Freud that are now more 
Эк on American campuses than in 
aris. Whatever their own disagreements, 
they think the positivist approach is not 
enough. Yet the franker ones admit they 
would be lost without it. “1 depend on guys 
like Mr Schnapper,” said one of them. 
“They are my research assistants." 











HE Barbican’s great exhibition of 

Hungarian culture, originally planned 
to introduce Britons to an unknown and 
exotic country, ended up as something 
quite different: a celebration, in the best 
way, of emerging democracy. The opening 
ceremony on October 25th, attended by 
the reformist Hungarian state minister, 
Imre Pozsgay, already had a note of tri- 
umph about it; and the opening concert 
of music by Bartok and Kodaly, per- 
formed by the Budapest Festival Orches- 
tra, was received with a rapture that owed 
as much to politics as to playing. 

From that point on, the activities in 
and around the Barbican gained an aura 
of brave and extraordinary artistry sud- 
denly set free. The retrospective of the 
leading contemporary Hungarian com- 
poser, Gyorgy Kurtag, for example, whose 
brief avant-garde pieces for piano, voice 
and orchestra contain an enormous range 
of feeling, from the austere to the apoca- 
lyptic; the painters of the golden age in 
Budapest, before the first world war, when 
the newly industrialised and cosmopoli- 
tan city was a worthy rival to Vienna; and 
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Reinventing Hungary 


H.L. Mencken 


Sourness of age 


NEW YORK 


UBLICATION of the diary kept be- 

tween 1930 and 1940 by HL. 
Mencken*, America’s most waspish man of 
letters, has drastically set back the efforts of 
his home town of Baltimore to turn him into 
a lovable grouch, a sort of W.C. Fields with 
a literary bent. It shows that 
“The Sage of Baltimore" had 
prejudices against Jews and 
blacks besides, as was already 
well known, Prohibitionists, 
Ku Klux Klansmen, Rotarians, 
Anglo-Saxons, Methodists and 
just about everybody else. In an 
admirable introduction the 
editor, Charles Fecher, puts 
his fondness for Mencken 
aside to make the point. "Let it 
be said at once, clearly and un- 
equivocally: Mencken was an 
anti-Semite.” 

The reaction provoked by the diary's 
slurs must be amusing Mencken’s ghost. He 
loved to discomfort the sort of worthies who 
serve on committees. He would have espe- 
cially relished the way the governing board 
of the National Press Club in Washington, 





Knopf; 476 pages; $30 





Against Jews, too 


on December 11th, solemnly postponed 
consideration of a motion to change the 
name of its H.L. Mencken Library until club 
members had had an opportunity to review 
“all relevant materials, including the diary". 

The diary has some passages that warm 
the heart. Mencken at the funeral of Max 
Bródel, remembering how they used to belt 
out Beethoven on the piano: "We made a 
great deal of noise when we played together 
and the brethren called us the Busy Ber- 
thas.” Mencken's joy when the daffodils in 
his backyard began to appear 
in mid-winter. Mencken writ- 
ing about his wife on the fifth 
anniversary of her death: “It is 
a literal fact that I still think of 
Sara every day of my life, and 
almost every hour of the day. 
Whenever I see anything that 


take it to her." 

Much more often h 
grumbling about his poor 
health (he was an incurable hy- 
pochondriac) and complaining 
about pushy Jews, childlike blacks and Presi- 
dent Roosevelt, “а fraud from snout to tail”. 
On reading his diary it is easy to believe the 
story that Mencken once inspected his own 
obituary in the files of the Baltimore Sun, 
approved it, and directed that a single sen- 
tence be added at the end: “As he got older, 
he got worse.” 









masterpieces of native cinema such as 
“The Valley” (1967), a banned pacifist 
film about deserters in the first world war, 
produced in the teeth of dispiriting 
obstacles. 





Untitled, by Laszlo Feher 












Two contemporary directors, Karoly 
Makk and Pal Sandor, were at the Barbi- 
can to answer questions. Mr Sandor's film 
“Daniel Takes a Train” (1983), tells the 
story of two teenage boys planning their 
escape to Vienna in 1956; it was made at a 
time, as the director explained, “when 
films were not permissible.” Asked why 
he stayed in Hungary after 1956, as th 
autobiographical Daniel did, Mr Sandc 
replied, “A poet would have to tell you. I 
am Hungarian by conviction." 

So the poets spoke too, reminding 
their British listeners that poetry in Hun- 
gary remains populist, admonitory and 
unbowed. Istvan Vas, Agnes Nemes Nagy 
and Sandor Csoori have all suffered cen- 
sorship and worse. Mr Nagy rightly de- 
scribes modern Hungarian literature as 
“the literature of peril". Mr Vas, a Grand 
Old Man of Hungarian letters, a Jew who 
survived the Holocaust, read his poem 
“They Are Who We Are". It acknowl- 
edges that at any meeting of Hungarians 
there will be at least one person who has 
been imprisoned by some regime since the 
1920s. All over now, perhaps: 

Just move your chair 
over, and make room for him. 
They are who we are. Let's drink to that. 
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she would have liked find my- Й 
self saying that I'll buy it and — 


Y WM. 





be epitaph is accurate. 
Mencken, Cerin was born in 1880, was well 
into middle age when he started keeping his 
diary. His time had already passed. His 
unique brand of intellectual populism, 
hugely influential in the roaring 1920s, 
seemed snobbish and nasty in the depressed 
1930s. Suddenly it did not seem funny to 
call Tennessee farmers “gaping primates", 
and his vilification of Roosevelt harmed him 
far more than his target. As Mr Fecher 
notes, Mencken had routinely ridiculed 
presidents before—Harding (“the numskull 
Gamaliel"), Coolidge (“а dreadful little 
cad"), Hoover ("where his character ought 
to be there is almost a blank"). But his ha- 
tred of Roosevelt and the New Deal 
amounted to a mania. Mencken was by then 
out of sympathy with the spirit of the age. 
The raucous rebel of the 1920s had become 
a rancid reactionary. 





ern music 
Or shopping? 


LEIPZIG 


WORLD-CLASS hall with a world- 
class orchestra, Leipzig's Gewandhaus 
goes back to the early eighteenth century. 
Robert HP Platz's Ensemble Kóln goes back 
to 1980. Even that old Saxon revolutionary, 
Richard Wagner, who devoted his life to the 
music of the future, might have been 
charmed and impressed by their recent con- 
junction— not to mention the home-baked 
political appeals and posters hanging these 
days outside the door of the concert hall. 
The current Gewandhaus, the third in 
the orchestra's history, opened in 1981. Its 
glory these days is its Kapellmeister Kurt 
Masur, who is 62. Admired by musicians 
and bricklayers alike, Mr Masur seems 
ly proud that his orchestra is one of 
—. Germany's bona fide hard-currency ex- 
ports, welcome around the world for its sol- 
idly traditional Beethoven, Brahms and 
Bruckner; and that it almost always leaves 
and comes home from its foreign tours with 
the same number of players. Thanks again 
to Mr Masur, the hall has played host to a 
Sunday town meeting since October. 
Masur took over his current post in 
1970 after his predecessor, Vaclav Neu- 
mann, had left in protest against East Ger- 
many's role in the invasion of Czechoslo- 
vakia. Today, Mr Masur himself is not only 
among an unlikely year's unlikeliest revolu- 
tionaries, but is generally acknowledged as a 
hero. When, on October 9th, local officials 
resolved not to shoot at demonstrators, the 
Kapellmeister's courage and influence had a 
large impact on their decision. 
So when Mr Platz's remarkable young 
players showed up from Cologne, expecta- 
tions were high. The young westerners were 
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Ona Та piate 


TEVEN BERKOFF is tired of being 

thought of as the Angry Middle- 
Aged Man of the theatre. “I’m not an- 
gry,” he says, “I’m not difficult. I’m not 
unreasonable." But he does not like to 
play safe; and his production of Oscar 
Wilde's "Salome", which is packing in 
audiences at London's National Theatre, 
is anything but that. 

Wilde's play is considered so deca- 
dent that it has rarely been staged since it 
was written. Mr Berkoff, however, 
thought of a way he could get it to work, 
and he has been wanting to do it for ten 
years. In his production—in which he 
also stars, as Herod—he puts his charac- 
ters in evening dress and makes them 
move in slow motion, because he sees 
that as the best way of demonstrating the 


Poetry in motion 








poetry in Wilde's language. "People talk 
about their feelings in poetry,” he said in 
an interview. "In Britain, you don't write 
about feelings in the drama. It has to be a 
social statement.” 

"Salome" is, to him, a statement of 
rage against convention. That is why Mr 
Berkoff does not allow his characters to 
have props (“I don't want anything that 
can be dropped and I don't want other 
people's physical laws to attach them- 
selves to me"). It is also why his Salome 
does her dance of the seven veils in 
mime, a device that produces one of the 
most sensuous moments on the contem- 
porary stage. 

Mr Berkoff is a veritable supermarket 
of a theatre man; he acts and directs and 
writes. and produces, “the ideal sce- 
nario," he says. Plainly, he does not feel 
he can trust anyone to do any of those 
things for him. He has also been a film 
actor, the man whose forehead mole 
pulses menacingly in “Rambo” and the 
James Bond epics, though he subse- 
quently called these “the dirt under my 
fingernails”. "I had written my plays 
"East" and “West” and “Decadence” 
when I said that”, he says, regretting it a 
bit; “It was in my more youthful days 
when I was probably more extreme.” 

He wants to do more in the theatre, 
and more that is unsafe. “There are 50 
theatres putting on plays in which people 
sit on their arses. I'd like to see others do 
what I do. There are a hundred ways of 
getting people moving on stage.” 
Shaftesbury Avenue, watch out. 








eager to meet their East German colleagues; 

t Germans were about to hear some revo- 
lutionary music. The Ensemble Köln gave 
them premieres of works by Denys Bouliane 
(born 1955), Mr Platz himself (born 1951) 
and the comparatively ancient Mauricio 
Kagel (born 1931). For good measure, they 
even threw in a couple of the century's 
golden oldies, Schoenberg’s "Pierrot 
Lunaire" and, in Schoenberg's recently dis- 
covered reduction, Mahler's "Lied von der 
Erde". Both were wonderfully declaimed 
and sung by Ingrid Schmithuesen (born 
1960), a diminutive Cologne soprano with a 
voice like the young Christa Ludwig. 

Yet what happened? On the opening 
night only ha]f the seats were filled, and 
many of those by a busload of Soviet tourists 
from Central Asia who left, baffled, in the 
interval. The second-night house was at 
least heavily local, and was moved by what it 
heard, but it was scarcely larger than the 
first. Only party functionaries—tradition- 
ally uniformed in, pale-blue suits, though 


conspicuously without their party pins— 
turned up to eat the handsome buffet at the 
valedictory reception. 

Eberhardt Klemm, the doyen of Leipzig - 
music critics, laid out the scene for thought- — 
ful visitors the morning after. Twenty, even _ 
ten years, ago, contemporary music could fill 
a local hall, he explained. But even in social- 
ist Leipzig, concert performances of modern _ 
classics like Berg’s “Wozzeck” and — 
Schoenberg’s "Moses and Aaron'" went 
back at least to the early 1970s. He himself 
could recall up to eight performances of 
"Pierrot" since then. Déjà entendu. 

Even six months before, Mr Klemm 
emphasised, a West German ensemble was 
itself enough to draw a crowd. Meanwhile, 
there had been a revolution. What was now — 
at the top of people's lists was politics, and — 
shopping in West Germany. Music was no 
longer a form of politics by other means, he 
concluded matter-of-factly. For better or 
worse, it was once again just music. 














UNIVERSITY COLLEGE OF SWANSEA 
Development Studies 





The appointments, which will be for one year in the first instance from 1 
February 1990, or as soon as possible thereafter, will be made on the 
Grade A scale for Lecturers but may exceptionally be on the Grade B 


Scale. 


`` Grade A: £10,458-£15,372 
Grade В: £16,014-£20,469 together with USS benefits, if required. 


Further particulars and application forms (two copies) may 
be obtained from the Personnel Office, University College of 
Swansea, Singleton Park, Swansea SA2 8PP, to which office 
they should be returned by Friday 12 January 1990. informal 
enquiries may be made to Professor A. Rew: 0792 295322. 


CAREERS 
ABROAD 


RE сс 
(NO SALES) 


Our international client offers professionals challenging oppor- 
tunities in a number of foreign countries that require no ing 
from representatives in such positions. Entry-level salary and 
: benefits are competitive with other major firms who have 
branches abroad and will be based on experience and qualifi- 
. cations. If currently residing abroad, applications are 
encouraged. 
We are seeking men and women with college degrees and 
education /work experience in а wide variety of areas: advanced 
technologies, investment and international finance, research, 
marketing /public relations, business administration. Successful 
applicants must be U.S. citizens or have Permanent Resident 
Alien status. Excellent verbal and written communications abili- 
ties are essential. Fluency in a foreign language and experience 
living and/or working abroad are desirable. 
Your resume should include education, overseas experience, 
employment history, address and telephone numbers. You will 
be contacted by telephone to arrange à personal interview if 
your resume is of interest. No resume will be returned. We are 
retained by our client, therefore no fees are required. Successful 
applicants will be provided full details of employment. 
Reply in strictest confidence to: Watson & Boone Associates, WB-15, 
J.A.F., P.O. Box 3238, New York, NY 10116-3238. 


Watson & Boone Associates 


An equal opportunity employer. 



















































































APPOINTMENTS 





SCHOOL OF MANAGEMENT 
ICL Professor in Information Systems 


The purpose of this new appointment is to initiate pro- 
grammes designed to próduce managers. who are IT 

literate but who are not necessarily technologists. Future 
managers will need to have a deep appreciation of the 
potential applications of IT and a wide understanding of its 
technical implications, sufficient to develop feasible busi- 

ness strategies. Aa 
This Professorship is an important new one in а progrer | 
sive Management School. For further particulars pleas 
contact Mr P. J. Hill, Personnel Officer, University of Bath, 
Claverton Down, Bath BA2 7AY. Telephone 0225 826826. 


Closing date for applications: 31 January 1990. 





University of Bath · Claverton Down · Bath BAZ ТА 


HOOL 


Organisational Behaviour 


London Business School has created a new chair in 
Organisational Behaviour. 

The successful applicant will have a basic social science. .. 
discipline with postgraduate qualifications in a field relevant 
to management. He/She will join a cohesive team of 
psychologists, sociologists and researchers and will be expected 
to teach on the School’s MBA, PhD and executive 
programmes, and to contribute to the leadership of the 
Organisational Behaviour group and the new Institute of 
Organisational Research. 

The School is seeking candidates with an international 
outlook and reputation, and who have a strong record of 
research, publication and teaching, as well as close linkages 
with organisational behaviour professionals and the business 





community. 
The salary is competitive and an attractive compensation 


package will be offered to attract a person of high quality. LBS 
has a superb location in Regent's Park, central London; has 
first-class modern facilities and is expanding rapidly. 
Applications accompanied by a curriculum vitae and the 
names of three referees should be submitted by January 26, 
1990 to Professor John W Hunt at the address below. 
Institute for Organisational Research, London Business School, 


Sussex Place, Regent's Park, London NWI 4SÀ, UK. 
Tel 01-262 5050. Fax 01-724 7875. Telex 27461 LBS KOX G. 
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The University of Western 
Australia · 
Perth 


Agreement has been reached between 
Murdoch University and The University 
of Western Australia to seek amalgam- 
ation of the two institutions, subject to 
legislative approval, by March 1990. 


SENIOR LECTURER/LECTURER IN 
: AGRICULTURAL ECONOMICS 
(Ref: A109/89) 

School of Agriculture 


Applications are invited from men and 
women with a PhD (or equivalent) in 
Agricultural! Economics or Economics. 
Demonstrated research expertise’ in 






















008. The ability to reach several of the 
above topics at undergraduate level is 
required. The appointee will be expect- 








__. ing. The initial appointment will be for a 
_ Period of three years, Further details 





„ Salary: Senior Lecturer A$42,703- 
< A$49,529 ра; Lecturer A$32,197- 
© A$41,841 pa. 


. Benefits include Superannuation, fares 
. to Perth for appointee and dependant 
_ family, removal allowance, stüdy leave 
. and long service leave. Conditions of 
appointment will be specified in any 
_ Offer of appointment which may be 
|, made as a result of this advertisement. 


* Written applications quoting reference 
number, telephone number, date of 
` birth, qualifications and experience, 
and the names and addresses of three 
referees, should reach the Director, 
Personnel Services The University of 
Western Australia, Nedlands, 6009, 
Australia, by 28 February 1990. 

Equal employment Opportunity is Uni- 
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` (опе copy, suitable for photocopy- 


ees should be sent.to the Re istrar, 


January 15, 1990. Particulars of the 
appointment may be obtained from 
the Registrar 
282/89/EC. Telephone 
2028. 


The University is an equal opportu- 
nity employer. 


UNIVERSITY OF MANCHESTER 


CHAIR OF 
LAW 


The University invites applications 
for this Chair from those with suit- 
able academic or professional quali- 
fications and experience, having in- 
terests in any field of legal study. 
Salary within the range for Profes- 
sors. Superannuable. Applications 






ing) giving full details of qualifica- 
lions, experience, ctc and the 
names and addresses of three refer- 








University of Manchester, Oxford 
Road, Manchester МІЗ SPL, by 









uoting reference 
061-275 


preferably in energy or a related field. 


Please reply by sending a current CV including present salary quoting 74/89 to Toria 
Bennett, Personnel Section, Southern Electric, Littlewick Green, Maidenhead, Berkshire 
SL6 3QB by not later than Friday January 6th, 1990. 

As the local electricity business serving over 5.3 million people living in central southern 
England, all of us at Southern Electric have a tremendous responsibility to our customers. 


Could you play a vital role in our team? 


DEVELOPMENT AND PROJECT PLAI 


LECTURESHIPS (3 Po 


toa post and two will be for an initia! period of three years with the 

of renewal for a further period of Adie Forges . Salary on either 
Fest ai varana; xa per annum or Lecturer B. 16,014-£20,469 por 
annum. Superannuabie, | 


SENIOR FORECASTING 


ANALYST 
ECONOMIC AND SALES FORECASTING 


Maidenhead, Berkshire 
Salary circa £20,000 per annum 


Southern Electric serves 2.4 million Customers in an area of 6,550 square miles with an 
annual turnover of £1,300 million. It is one of the largest Electricity Boards and will be 
privatised under the legislation recently p 


A post of Senior Forecasting Analyst in our Economic and Sales Forecasting Team based at 
our Head Office near Maidenhead is vacant as a result of promotion with the industry. 
The key role of forecasting in the new environment means that we seek an individual 
capable of advising on and supporting decisions of a strategic nature. The main duties will be 
in the field of electricity sales and energy demand forecasting. 


Candidates should have a degree or equivalent in Economics or Mathematics and as a senior 
member of the team will be expected to have experience in the field of forecasting, 


assed in Parliament. 


ا 


University of Bradford 




























































.PPOINTMENTS 





























University of 


; ; A к Newcastle upon Tyne 3 
Department of Social Security Department of Accounting 3 
| Policy and Operations LECTURESHIPS IN ACCOUNTING 
AND FINANCE 


' sie : Applicati invited for two estab- 
Opportunities in Plaine moan og 
A1 alyti 1 Servi sre fo weed Кот бос wi 
na 1Ca er Ices an interest in any area of accounting 

Ы and finance; but applications from 

those with an interest in one of the 


Social Security programmes affect every family in the country at some time following areas are especially wel- 

in their lives. The Department of Social Security is responsible for the largest соте: погана коош, pn 

expenditure programme in the public sector. Our Analytical Services Division ing oa . 

is looking for economists, operations research staff and research officers to Salary will be at an appropriate point on 

help shape and implement policies and programmes for the 1990s. either Lecturer Grade А: £10,458 | 
£15,372 or Grade B: £16,014-£20,469 4 

For Senior posts (Grade 7) you need a good degree and at least 5 years experi- per annum according to qualifications „Ж 

experience. А 


ence іп a relevant professional field. Starting salary from 1 January 1990 will 


be between £22,848 and £26,910 (including London Weighting). funner patioulare may be; obl 


from the Senior Assistant Registrar 


e 
For posts below Grade 7 you need a good degree in a relevant subject. onere idis tari, ы | 
Starting salary depends on age, experience and type of expertise and will Tyne NE1 7RU with whom applications 
be between £10,881 and £21,369 (including London Weighting). oe ny eee EUM, 


should be lodged not later than 31 


Appointments will normally be for a fixed term of 1 to 3 years initially, with January 1990. 


opportunities for further fixed-term extensions of up to 5 years in total. Part- 
time appointments may be available for the more senior posts. 















NUFFIELD COLLEGE, OXFORD 


Previous experience of social security is not required; training will be pro- 


vided as appropriate. For further information, contact John Ball (01-972 3062) т fellowship in Brash? Plies 
or Gordon Harris (01-972 3481) on economist posts; Les Mayhew (01-636 1696 Applications are invited for a Special 
Ext. 3075) on operations research posts; or Patrick Hennessey (01-407 5522 ania for hee years Гоп Ober 1990, 
Ext. 7475) on research officer posts. The Fellow would undertake research 
and teaching on British politics and will 


b, a L memor of the Governing. Body 

ive the same age-related salary 
К 004.624. 745 and. allowances as 
an Official Fellow. Nuffield College is an 
Equal Opportunities Employer. 


бойо date for applications 31 Janu- 


. Further particulars from 
бега (BPF) un ), Rul- 
Oxford NE 


Application forms can be obtained from Phil Hayes, Room A305, Alexander 
Fleming House, Elephant and Castle, London 5Е1 6BY (Telephone: 01-407 
5522 Ext. 7287). Completed forms must be returned by 12 January 1990. 


The Department of Social Security is an Equal Opportunities Employer. 





COURSES 






Temporary Junior Assistant 


` wanted for city economics department. Suitable for student awaiting 
| university entrance. 


PETER WANN/BILL DINNING 01-377 0055 






The foreign language RESOURCE ETTITA 
communicate in the real world: В LEA RNI N G 
UNIVERSITY OF BAMBERG, WEST GERMANY 2 e 

CHAIR OF EUROPEAN MANAGEMENT 


The School of Social Sciences, Business, and Economics invites applications for the 
position of full professor in the Chair of European Management. The successful 
candidate will teach and do research in the field of European Management 

reference to the European Community and/or Eastern parka at The e developme ume a 

an areas studies program in: Am European Business is planned r of 
European Management wil courses in General Business ا‎ ий at 
elementary and advanced ee 









Requirements for the position are the doctorate, “habilitation,” and distinguished 
`` teaching ability. Also required are fluene d in two relevant European languages 
: besides German and foreign experience en appointed, the successful candidate 
must be under the age of 52 
Applications with curriculum vitae, copies of secondary school and university 
ec and other relevant documents, and lists of publications and of university 
courses the candidate teaches should be sent by 22 January, 1990 to: 


Dekan der Fakultét Sozial- und Wirtschartswissenschaften 
Universitat 

`` Dekan Sowi, PO Box 1549 
. D-86060 West 


USA TeleFAX: | B 29 Lexington Rd., 
010-1-508 Concord, 


371-2935 ; Д Mass 01742, USA. 








KINGSTON 
BUSSINESS 
SCHOOL 
MBA by OPEN LEARNING 


€ A Masters degree in Business Administration (MBA) 
is the essential qualification to develop your management 
skills and open doors to senior management positions. 

€ This two year Open Learning MBA Programme, run 
jointly by Kingston Business School and BPP, provides 
a balanced combination of structured individual study 
and intensive weekend tuition modules for student/ 
tutor interaction. It has been designed for professionals 
whose time is a valuable resource. 

It enables you to @ remain at work while you earn 
your masters degree € use your new skills as you acquire 
them and to directly benefit your employer 9 focus 
your studies on business issues of particular relevance to 
you.and your organisation. 

The next programme starts in March 1990, and there- 
after at six monthly intervals. 

For further information contact: Tina Malky or Tanya Kelly, 


MBA Programme Co-ordinators, BPP House, Aldine Place, 142-144 Uxbridge Rd, 
Shepherds Bush, London W12 8AA; Telephone: 01-740 HU 


4 А... 


P Competitive Marketing Strategies: 


For High-Tech Products, March 4-9, 
Berkeley, and Oct. 14-19, Sturbridge, Mass. 





" Berkeley 


Executive Education for the 


Thirteenth Annual 
IBEAR MBA Program 
August 1990 ~ july 1991 


Unique one-year mid-career international MBA program 


emphasizing Pacific Rim business. IBEAR alumni are employed 
by more than 300 firms in 30 countries. 


Third Annual 
Asia/Pacific Business Outlook Conference 
March 5-7, 1990 


150 workshops and seminars by executives, USC fa 
Senior Commercial Officer from each 17.5. embassy. 
sponsored by the U.S. Department of Commerce, 


Sixth Annual 
IBEAR Pacific Rim Management Programs 
June 1990 


Five executive education programs on doing business w 
Korea, Taiwan, China and Thailand. 360 executives 
firms have attended these programs since 1985, 


International Business Education and Research Program 
Graduate School of Business Administration 
University of Southern California 
Los Angeles, California 90089-1421 
Telex: 4720490 USC LSA 
Phone: 213/743-2272 
Fax: 213/749-5887 


ae | 


КЇ '"XECUTIVE EDUCATION 19 
University of California, Berkeley 





Management Development, July 22-27. 





р Competitive Strategies and Public 
Policies for Telecommunications 
Companies, Nov. 4-9, Berkeley 


P» The Berkeley Program in Executive 
Compensation, June 10-15, Monterey, Calif. 


Custom-Designed Programs 


















For Service Businesses, July 15-20, Berkeley 
For Consumer Products, Sept. 23-28, Berkeley 


» Advanced Strategic Market Planning and 
Analysis, March 11-16, Berkeley 


; Corporate Financial Management and 
. Strategy, May 13-18, Monterey, Calif. 

$ The Berkeley Executive Program, For further information: Betty R. Robinson, 

* ^ Sept. 30-Oct. 26, Berkeley Administrator, Berkeley Executive Education, 


vk | University Extension, Dept. 587, University of 
-WP Managing High-Technology Companies, 


| California, Berkeley, California 94720, USA. 
" —March 25-30, Berkeley, and Oct. 14-19, Sturbridge, Telephone: (415) 642-4267. ext. 587 


ron 






Fax: (415) 643-8683 
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INTERNATIONAL 
RELATIONS 
AND DIPLOMACY 


BA AND MA DEGREE PROGRAMS 


Schiller international University offers graduate 
and undergraduate degree programs preparing 
students for rewarding careers in government, 
finance, business and many other fields. 

An experienced Faculty followi the American 
higher education system provides the essential 
knowledge and understanding of intemational 
relations and diplomacy for a successful career. 


program 
MA 


London 
also offered in Paris and Heidelberg 
* Language of instruction - English 
ж Programs begin Fall, Spring and Summer 
SCHILLER INTERNATIONAL UNIVERSITY 
(Dept E1IR) - 51 Waterloo Road - London 


pt SE! 8TX 
Tel: (01) 928 8484 - Telex: 881 2438 SCOLG · Fax (01) 620 1226 
iAccredited member AICS Washington DC, USA) 


. ы 
y S SIU 1964-1989 25 years of international education 





9 Located in Brussels : the heart of Europe ! 
i. Comparable with American Liberal Arts Universities : 
interactive teaching 
ai work 
broad education 


VESALIUS COLLEGE 
English-speaking university program of the Vrije Universiteit Brussel in 
association with Boston University. 


* On its main campus. 

* BÀ, BS and Bachelor of Engineering degrees. 

* Majors in Humanities, Business Economics, Human Resources Management, Social Sciences, 
Natural and Life Sciences, Engineering, Computer Science, Preprofessionial Programs. 

ж Facilities include 300,000-volume library, labs, computers network, multilanguage laboratory, 
sports center, student counseling. 

* Early Semester System (Fall/Spring). 


Mail inquiry to : Vesalius College - VUB — 
Pinkan? 1050 Brussels Belgium 
Phone : (32) 02/641.28.2] or 64112822 


M X — HÀ —‏ یی ی 


Master of Science in 
JAPANESE BUSINESS 


Earn a master's degree in 
a year by studying іп... 


HAWAII - learn the Japanese language, 
culture, and business practices; and in 


JAPAN - study management, serve 
an internship and gain valuable life 
experiences. 


Scholarships available. 


Graduate Management Admissions Test (GMAT) andTestof | 


English as a Foreign Language (TOEFL) required. 


For information, write: 
Chaminade University 
of Honolulu 


Director, Master of Science 
in Japanese Business Studies 


3140 Waialae Avenue * Honolulu, Hawaii 96816 U.S.A. 


(808) 735-4744 


WITHO 
LEARNING HOW TQ 





On Henleys Modular MBA course, 
students attend three residential modules 
and undertake two in-company projects 
using the skills and theories learned, to 
solve real business problems. 

For details.call the MBA Admissions 
office оп 0491. 571454 ог 410239 
(answerphone) 
or write to the E 

x 
Exo 


Greenlands, Henley-on-Thames, Oxon НО9 SAU. Fax: 0491 410184. 








PPOINTMENTS COURSES 











University of Zimbabwe ` Both permanent ed осна о 
‚ Applications are invited for ће follow- zirbabwean citizens may Бе appoint- 
ing posts: ed only on a short-term contract basis 
ASSOCIATE PROFESSORSHIPS/ for an initial period of two years. Short- 
























5 DAY GMAT COURSE 
January 8-11 and 15, 630- 
9.30pm, at South West London 
College, Tooting Broadus 
SW17 ОТО. £225. Phone 
Department : АЅА/16/1 1/89 and submit of ; Arc ey : | or Bott (or dota is of fis i 
of Business Studies six copies 5 l i 1 tor details of this a 
(18 Posts) applications giving full personal partic- 1 | fulure courses. 
> TUNE: SOUTH WEST LONDON IS A PCFC COLLEGE. 














ment (four posts at Harare and one at number and names and addresses of MBA & GMAT 
Bulawayo). [уенчы paie soda arid | ADVICE CENTRE 
rede Business Studies (Hons) Ure Box MP 167, Mount Pleasant 

posts). | Harare, Zimbabwe. Telegrams: UNI- J. L. Lefevre CIEL.BP.180 
Master of Business Administration — VERSITY: Telex: 4-152 ZW. Applicants ` CHALAIS 
(seven posts). from outside Zimbabwe should also 24490 LA ROCHE , France 


CONDITIONS OF SERVICE send a copy to the Appointments Offi- Tol: 53 91 44 28 
Scales: Lecturer; 2$22,488- cer, Association of Commonwealth 


Salary Universities, 36 Gordon Square 
ое ee ра London WC1H ОРЕ, UK, from whom 


.492-2$37,680. Appointment on "ther details may be obtained. od EEE ET 
ove scales will be according to Closing date for receipt of applications -1-уваг HOTIS DIPLOMA COURS 
qualification and experience. [в 108 Jaruiary 1800. (Hotel Information Systems 


[Computer] Management 


З-уваг SWISS HOTEL MANAG 


MENT DIPLOMA COURSE with 
optional ENGLISH MASTER OF 






















INTERNATIONAL PROPERTY 



















` ST MAARTEN, 
DUTCH WEST 









SCIENCE DEGREE 
INDIES бед, - 
Swedish, Please ask for the course brochures 
Fumished holiday home, with LES DIABLERETS, CRANS-MONTANA,. Gall ot IHTTI, international Hotel and Tour 
ocean view and pool. US$395,000. Roig PN. MO Valo, et. From write: ism Training institutes Uid., P. 0. Box, 


THE LANGUAGE SOURCE 


Call London 01-748 8987 1 , el. A ae 
for details. REVAC БАА. ER tine олира Suite N.33, 7 cr vhi Street, Telex: 965 216 CH, Fax: (01) 3125035 













BUSINESS & PERSONAL 





UNIVERSITY OF BRISTOL 


MSc Course in Development, Administration and 
Planning. Full-time, part-time or short courses of two 
to 12 weeks. 

For further information write to: 
Frofessor Peter Townsend/Pervaiz Nazir 
Department of Social Policy and Social Planning 
University of Bristol 






US IMMIGRATION 


Licensed attorney. 
Practice limited to US immigration law. 
, Attorney at Law 


ITALY 
CASTLES IN THE SKY.—-0Or villas in the 
vineyard. The best city or country 
rentals all over Italy. American special- 
sed in Rome will help design the 
t holiday. international Ser 
Piazza di 




















Judith B. 
125 Main 06880 
Tol: (203)226-1223. Fax: (203)454-7890 




















Bristol BS8 1HY, UK 
ANALYSIS OF Fax: 0272 251537 
HANDWRITING 
See nas, roca pin ااا ا اا‎ PS ہے سی‎ аы жааан ی ہے‎ een کت تی یہ ہے بت‎ таа: 


apartments for rental from £220 
1o £550 per week. Minimum stay one month. 
















UNIVERSITY DEGREE 


For Lite, Academic & Work Experience 

Degrees for people who want to be more effective acd 
secure in their Jobs or Professions. 

паа nk di OOCTORATE m id 







2501 WB, The Hague 
Holland 
Tel: 01751 77272 














d quen so зе em сс eiit t чш шшш сше шешш 


җа you кте industry. We wil assist you in completing your degree AIEEE 
каре a ats Мно tonta nae or ETE урни cu iai cw 
ло строе. guide hp rein research analyt in the UK covering esie ead a gai а TAM 
110 industry sectors, 20 statistical reporting a Country sectors. 
Latest quarterly updated edition available from. January 1990. Only from PACIFIC WESTERN ат 
` Briton & Caulton 2 St Peter's Place, Canterbury, Kent CT1 2DB 500 Sepe БУ. joe Angin, min ا‎ 
<> Telephone: 0227 452955 or Fax: 0227 463624 ты тиине cul 


e EA M Li. :————— 
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HANDWRITING ANALYSIS 


Suspect Documents: Examiner of 
Forged/Anonymous writing. 


| Drab Hecaz. 
Sarah Hodge Recruitment Consultants 


Need a Top Secretary? 


d Call (01)434-0030 
215-217 Oxford St London WIR 1AH 












Also 
Personnel/Character Assessment. 


P. Lavell 
9 Village Close 
London NW3 SAH 
Tel: 01-794 6060 










EXECUTIVE HOTEL 


57 PONT STREET 
KNIGHTSBRIDGE 
LONDON SW1X 0BD 


Tel: 01-581 2424 
Fax: 01-589 9456 
Telex: 941 3498 EXECUT G 


Single bedroom £49.95 + VAT 
Double or Twin £74.95 + VAT 


Elegance, privacy and exceptional 

value in one of the wona e mon most 

fashionable Naro нн 

Buffet style E breakfast 
included. 


= CUT THE COST OF 
YOUR STAY IN LONDON 


Take a furnished self-contained service apartment 
in Knightsbridge, near Harrods. Fully KR 
kitchen-dinette, bathroom, phone, colour 
central heating, elevator. Suit 1-2 persons. Bro- 
chure by airmail. 

Knightsbridge Service A 
45 Ennismore 


DON SW7 
ЫС 584 4123. Telex: Кү? {Ref KSF) .. 
Free Toil: 800 525 2811 (USA only) 




















иш LONDON EN 

бшу serviced apartments offering best 

value for money. Qur apartments offer gy 

" Fy sre compased to hotels, 

|. Fully serviced, private bathroom, kitchen, WI 
Vor. central heating, elevator. [| 






A LINBAR EXCLUSIVE HOTEL 


3 Ashburn Gardens | 
Kensington, London ЗИП 406, UK 
Tel: 011-441 370 2653 E: 





Бо а па на па па на Й 













Own Your Own 
— Private 
International Bank 


` Offshore bank secrecy laws 
permit total secrecy for 
money and assets 


Invest for quick profits 
‘through foreign stock 
-exchanges 
_ Offshore mutual funds offer 
high yield 


Raise venture capital and 
^ borrow money below prime 
tate without losing equity 


Your offshore financial ac- 
“counts earn higher interest 


-Corporate and income 
taxes ^ 


Complete package $10,000 


| Corporate Stratum, Inc. 
Toll Free | 
(800) 229-7988 


16929 East Enterprise Drive, 


























nd rach 


Perfect for business or leisure 


SERVICED APARTMENTS 
26/21, i Gardens 


OFFSHORE 
COMPANIES 






COLIN FOSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD. 

COMPANIES HOUSE 
TOWER SINEET 


RAMSEY 
ISLE OF MAN 














F Hilts. Ar : 85268 TEL: 1 800 2834444 (TOLL FREE IF 
‘ountain Hills, Arizona г 
Phone: (602) 837-7988 TeL шиги ol en 
Fax: (602) 837-1885 269900 628488. 








ui^ vM 815548 
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WITH ALL THE COMFORTS 
OF YOUR OWN HOME 


Christmas, New Year, January Sales 
Coat di оге! 


WILLETT HOTEL 


32 Stoane Gardens. 
London SW1W ВО 
Tel: 01-824 8415 
Fax: 01-824 8415 
Telex: 926678 
Small character town house off Sloane 
Square. All modern facilities. Full English 
breakfast inclusive of very modest rates. 


ALINBAR EXCLUSIVE HOTEL 


HARD TO 
BORROW? 


Our loan GUARANTEES can help with 
venture capital, business expansion & 


other “hard to borrow" loans for 
$100,000 to $500,000,000/5 to 20 YRS! 


THE FUNDING ASSISTANCE CORPORA- 
TION 505 Park Ave, New York, NY 
10022 (212) Ka FAX (212) 755- 





LONDON 
South Kensington 


Luxury fully furnished one and two bed 
flats in quiet cul-de-sac off Gue Gate. 
al telephones, 


Resident manager, direct dì 
video security and colour TV. Weekly 
rates from £266 to £560 plus МАТ. 


FULL DETAILS: TEL 01-225 0184. FAX 
01-225 0280. TELEX 893095. 





BUSINESS VENTURES 


TASTER BLOCK 


MINETEC men 
SERVICES CORPORATION 
Place, 666 Burrard Street 


US IMMIGRATION 


Licensed US Attorney 


Legal counselling for individuals 
and corporations wishing to immi- 
grate or do business in the US. 


Multilingual. 


Daniel A. Austin 
Attorney at Law 
1301 West 22nd Street-Suite 807 
Oak Brook, iL 60521 2017 USA 
el: (708 571-1734. 











Street, New York NY 10001 USA 





EXPATRIATES—FREE copy, unique 
expat newsletter, write: Expatworld, 
Box 1341, Raffles City, Singapore 
9117. 
















2ND PASSPORT/DR LICENCES. Any 
Country, various reports on how to 
obtain them. INI, 26 Kleomenous, Ath- 
ens 10675, Greece. 










HIGH FLIER Intl Travel Guides—highly 
down-to-earth—pointedly investiga- 
tive! Details: Mantech, Kella Crossing, 
Sulby, Iste of Man. 













START an imporvExport Agency. No 
capital. ог risk. Immediate access, to 
profits in world trade. FREE booklet. 
Westlink (C), 55 Constitution. Street, 

Edinburgh EH6 ZAY, Scotland. ; 























OVERSEAS POSITIONS. Hundreds of .: 
top-paying. positions. All occupat 
Free details. Overseas Employ 
Services, Dept EC, PO Box 460, Town 
of Mt Royal, Quebec, Canada H3P 
3C7. 


AUTHORS WANTED 
BY NY PUBLISHER 


Leading subsidy book publisher seeks 






manuscripts of all types, fiction, non 
fiction; poetry, y wena scholarly and 
religious wi etc. New authors wel- 
comed. Send for free booklet. 


$92, V Press, 516 W, 34th 


Readers are 
recommended 


to make appropriate enquiries and 
take appropriate advice before send- 
ing any money, incurring any ex- 
pense or entering into a binding 
commitment in relation. to an adver- 
tisement. The Economist Newspaper 
Limited shall not be liable to anv 
> person for loss or damage incuri 
or suffered as a result of his/ 
accepting or offering to accept an 
invitation contained in any advertise- 
ment published in The Economist. 















THE 
ECONOMIST 


For information about 
assified advertising 





Telephone: 01-839 7000 
Fax: 01-839 4104 





Mti dit 

T Я 4 

Ғах: (212) 541 9318 
Тејех: 148393 
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OUTPUT, DEMAND AND JOBS America’s jobless rate edged up to 5.4% in November, from 5.3% 
in October. Japan's unemployment rate increased slightly to 2.3% in October, up from 2.2% in 
September. West Germany's retail sales rose by 3.1% in the year to October, sharply higher than 
the 0.6% increase in the 12 months to September. Australia’s GNP surged by 5.4% in the year to the 
third quarter; in the same period last year its GNP rose by 2.9%. Australia's jobless rate fell to 5.9% 
in November (from 6.0% in October), while Spain’s dropped to 16.1% (down from 16.4%). 


% change at annual rate 
industrial production 


GNP/GDP 
3 mthst 


retail sales [volume] unemployment % rate 


latest 





1 year 
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PRICES AND WAGES American wages rose by 3.7% in the 12 months to November, their lowest 
year-on-year increase since July and the third-slowest rate of wage inflation in the table. Adjusted 
for consumer-price inflation, American workers received a real pay cut of 0.8%. Britain’s wholesale 
prices climbed 4.9% in the year to November, slightly down on the previous month's rate. Spain's 
| wholesale prices increased by 4.1% in the year to October, down from 4.2% in September. 

% change at annual rate 






















































INDICATORS 








COMMODITY PRICE INDEX Н 
Although Russia and casi 
: ern Europe are fast-qrawing | 
| markets for soyabeans, world sales will fall: | 
during the early 1990s because of slack | 
demand in Western Europe. Ten years ago 
| Western Europe imported 90% of its vegeta- 
ble oils, but the introduction of alternative 
| oil-producing crops such as rape and sim. 
flowers means it now imports only 50% of ^ 
its needs. The EC imported 11m tonnes of 
soyabeans in 1988-89, 21% less than The з 
previous crop-year. imports from the United | 
States were some 40% lower, World exports 
of soyabeans have averaged 28m tonnes | 
annually during the 1980s. іп 1980 America с. 
accounted for 8396 of world exports, but last 
| year its share slipped to around 7095. 
































1985-100 % change ве 
дәс 5 Üeci2t ane ang 
| on а —Q ы 
All items — — 12932 d 
Food 





industrials - 








ye — 1698 — 1948 7 56 +312. 


i 4} Non-food agricollurads 


























MW MIGRATION America became the new 
home of 2.9m net immigrants (total immi- 
grants less total emigrants) between 1985 
and 1990, more than the rest of the world put 
together, according to World Bank esti- 
mates.. The. next most popular destination 
was Australia, which gained 600,000 people, 
| adding 3% to its 17m population. Surpris- 
. ingly popular was the ivory Coast, which 
* received 300,000 net immigrants—also 3% 
' Of its population. Mexico lost 750,000 people 
. during the six-year period, just under 1% of 
its total. Lebanon lost 275,000, a tenth of its 
population. Britain remains unfashionable, 
and lost. 150,000 people, whereas France 
gained 100,000 net immigrants. Individuals 
are counted as migrants if they stay in their 
t new country for more than a year, and do not 
* five in official refugee camps. 


Net migration, 1985-90 
Per '000 population 
Africa 6.1 
| Latin America 
1] North America 
|] Asia 
4 Europe & USSR 
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Footnotes applicable to all tables. Ali figures seasonally adjusted except * not seas. adj. + Average of latest 3 months compared with avg. of previous 3 mos, at annual rate. na nci 

















mi BANKING Tokyo's share of international 
bank lending has passed London’s for the 
` first time. Between 1980 and the fírst half of 
1989 the proportion of lending originating in 
Tokyo rose from 5.0% to 20.6%, while 
London's share fell from 27.0% to 20.5%. 
The proportion of lending from "offshore" 
centres climbed from 10.7% to 184%, 
passing America's share which fell from 
‚ 13.496 to 10.096. Tokyo's success is partly 

explained by a high volume of foreign- 
` currency business with Japanese residents, 

which counts as international lending. To- 

kyo's share of cross-border business was 

16%, London's 19%. But 38% of London's 
'mon-sterling lending was carried out by 
` Japanese banks, and 17% by British ones. 





| 
| 
| 
| 
| 
i 
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climbed 1.596 on the week. Tokyo gained 0.896, 
0.4%, Frankfurt by 1.396. Bid speculation boosted Stockholm by 3.4%. 
Stock price indices % Change on 


m ———9 7070000070 
WORLD BOURSES London, buoyed by the privatisation of Britain's ten water-supply companies, 
hitting yet another new high. Wail Street rose by 





one one record 


year 


currency 








2056.8. 


210.5 




















4961.0 — 








31/12/88 
in focal in $ 


terms 

















MONEY AND INTEREST RATES Both broad and narrow measures of. West: 
supply expanded by 4.8% in the year to October. West Germany's long-term 
yields eased by a tenth of a point, Sweden's by a fifth of a point. 
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TRADE, EXCHANGE RATES AND RESERVES America's current-account deficit narrowed to $113.9 billion in the year to the third 


$122.4 billion the previous quarter. 


West Germany's trade surplus fell to $5.4 
narrowed to $75.2 billion. In the year to October Britain's 
billion to $59.8 billion. In trade-weighted terms the dollar fell 0.9% 


foreign reserves slipped from $42.4 billion to $37.5 
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quarter, down from 


billion in October, down $750m from September; its 12-month surplus 
billion, while America's rose from $39.1 
during the week; the yen lost 1.2% while the D-mark gained 0.8%. 
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Actual size. 


An interest rate fluctuation in Tokyo kills a real estate deal in 
Des Moines. Bond swings in London spell the difference between 
the success or failure of a public offering in New York. 

It’s a small world. Where financial markets are interconnected. 
Where events unfold faster. Decisions are trickier. The future more 
unpredictable. 

No one is better 
positioned to help you 
in this climate than Т, 
CIGNA companies. 

We have specialists | ^ 
around the world. In 
everything from fixed 
income and real estate 
to domestic and 
international equities. 

A team constantly 
exchanging informatiori 
to give us a better view 
of the big picture. 

As a result, we're abli 
to see things others n 
not; anticipate events, 
not just react to them; and separate opportunities from pitfalls. 

We apply that knowledge to solid, prudent investment strategies, 
customized to your specific needs. Balancing return potential with | 
risk level that meets your objectives. 

For information, write CIGNA Investments, Inc., Dept. RD, 
Hartford, CT 06152. Because when the world is this small, every 
investment decision is a big one. 





We get paid for results: 


